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FOR SERVICES RENDERED 


HE lecture on organization and fees in medium-sized 

practices by Mr ROBERT SPROULL, C.A., F.C.W.A., which 

we reproduce on another page of this issue, gives an 
interesting insight into a difficult and delicate subject. No scales 
of fees are laid down by the principal professional bodies although, 
since the war, certain recommendations that increases over the 
rates ruling in 1939 were justifiable have been made. There is, 
however, a scale of fees for accountants performing professional 
services for Government departments, fixed by the Treasury in 
1947 and revised, after negotiations with representatives of the 
profession, last year. This directive follows the generally accepted 
principle in this country that the broad basis on which fees should 
be calculated is the time spent on the work. 

There are, however, other relevant factors to be considered 
in special circumstances and in the recent C.P.A. Handbook,} 
issued by the American Institute of Accountants, a number of 
these in addition to the time element are discussed. It is interesting 
to note in passing, that in the United States 87 per-cent of the 
firms and individuals in practice who completed a questionnaire 
on this subject thought that fees should be based primarily on 
the quality of the services rendered rather than on the time taken, 
and 62 per cent were of the opinion that fees calculated exclusively 
on a per diem basis stressed the wage-earner aspect and were not in 
accordance with the professional nature of accounting. 

Among the special factors considered: by the Americans are 
the technical importance of the work performed and the extent 
of the responsibility it entails. These, in turn, include such 

- subsidiary matters as the grade of work (reporting for a prospectus, 
for example, being assumed to be more important than routine 
auditing); the adequacy of available records; the use the client 
intends to make of the accountant’s report; the amounts involved; 
the effect of government.restrictions and regulations; and the 
accountant’s liability to third parties, all of which have a bearing 
either on the risks involved or on the materiality of the services 
rendered. Other major considerations are the ultimate value of the 
services to the client; the complexity of the particular work and 
the specialized skill of the accountant; special treatment for new 
clients; the district (city or country) in which the accountant 

actises; the staff he has available or has specially to employ; 

“\d any unusual overheads which may be incurred. While time 

IS ‘admittedly of the essence, it would appear equitable that such 
of these factors as are relevant should also be taken into account 
when fixing a fair fee for special work. 








"1 Bee The Accountant, dated February 21st, 1953 (p. 199) and 28th (p. 260). 
= . H 
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PUBLIC EXPENDI'QQRE 


the course of their term of office, have to 
make many speeches. In those addressed at 
- annual general meetings and at conferences to 
members of the bodies of which the presidents 
are the elected spokesmen, there is usually to 
be discerned a common pattern. This year, for 
example, they begin — and rightly so — with men- 
. tion of the Coronation and of the Sixth Inter- 
national Congress on Accounting. References are 
next made to such domestic matters as the stand- 
ard of examinations and the co-ordination of the 
profession. Then, with an inevitability reminis- 
cent of the progress of a classical drama or an 
innings by Len Hutton, loom the topics of taxa- 
tion and the cost of living with all the embroidery 
of their subsidiary themes and variations. 

Lorp Laruam’s address to the annual confer- 
ence of The Association of Certified and Cor- 
porate Accountants, held at Folkestone last week- 
end, follows, with few exceptions, this general 
trend. One unusual point he does stress, how- 
ever, is the importance of members conforming 
to the wishes of the Council in the use of the 
designation ‘certified accountant’ and of the 
letters ‘F-A.C.C.A.’ and ‘A.A.C.C.A.’ There are, 
as Lorp LATHAM points out, more bodies of 
accountants than the public can readily dis- 
tinguish and the use of obsolete designations, 
apart from the incorrectness of such a practice, 
might mislead prospective clients into believing 
that members who continue wrongly to describe 
their qualifications belong to some organization 
not fully recognized. We agree with the PRESIDENT 
that the official nomenclature of members of the 
Association should be strictly observed. The 
profession is already, in the eyes of the unin- 
itiated, polynomial and a reduction rather than 
a further extension of labels is essential if con- 
fusion is not to be worse confounded. 

` More than a third of Lorp LarHam’s address 
is concerned with the incidence of public expen- 
diture which, in 1952, amounted, inclusive of 
rate-borne outlay, to £4,596 million or between 
35 and 40 per cent of the national income. The 
proportion of spending by local authorities in- 
cluded in that total is £767 million, made up of 
£391 million revenue from rates pas £376 million 


Ee of professional bodies, in 


received as grants from the central government. 
Readers may remember that the corresponding 
figure for 1951 (£743 million) was quoted in a 
leading article on the cost of local government in 
these pages two weeks ago when it was pointed 


‘out that, of that total, education accounted for 


£269 million and housing for {107 million. Con- 
siderable as these annual amounts are, it is prob- 
able that they would have been even greater if 
Government controls and shortages of man- 
power and materials had not restricted building 
by local authorities during these two years. The 
inevitable consequence, therefore, of more houses 
becoming available when controls are eased and 
labour and materials are more plentiful, would 
appear to be further increases in rates. e 

Lorn LATHAM proposes two kinds of remedy, 
one internal and the other external, for the 
present unsatisfactory state of affairs’ or — should 
it be? — affairs of State. The first is that because ` 
of the growing complexity of the relationship 
between central and local governments, a com- 
plete review of the division of the cost of public 
expenditure and the responsibility therefor, is 
now appropriate. Another reform to be tackled 
in this connection is the reorganization of local 
government areas and powers. A greater measure 
of independence should be given to local autho- 
rities if they are to continue to be held account- 
able for more than one-sixth of the annual public 
expenditure. These measures, together with 
closer supervision of the costs of administration, 
would be likely to result in substantial economies, 
but a further effort is required if we are perman- 
ently to enjoy the advantages of the welfare state 
to which we seem to be committed. 

LORD LatTHam’s second, and external, kind of 
remedy is starkly simple. It is that we must all 
work harder in order to increase productivity and 
lower costs. This doctrine is not new, but in a world 
which seems to have grown weary it is often con- 
veniently "gë Last year {1,400 million of 
the nation’s: GB expenditure of £4,596 million 
went on defence: If the abundance of material 
things which would help to eliminate the fear of 
want and, consequently, the fear of war is to be 
forthcoming, then there is no alternative to hard 
and unremitting effort for many years to come. 
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COMPULSORY SALE OF SHARES 
AUDITORS’ CERTIFICATE OF VALUE DISPUTED 


HE articles of a private company fre- 
quently provide for the compulsory sale 
of a deceased membere shares to surviving 
members. Such articles must of course provide 
for the ascertainment of the proper price to be 
paid. The more the draftsman tries to provide 
for all eventualities the more difficult it becomes 
to apply the article to an actual case. The most 
practical course is often to provide that the 


matter be conclusively determined br a certifi- - 


cate of the auditor or some other accountant. 
An article which leaves valuation to the auditor 

usually also provides that he shall be deemed to 

be acting as an expert and not as an arbitrator, 


_ this addition being intended to exclude litigation 


- 


about the valuation. However, even this will not 
prevent litigation if the auditor not only gives a 
certificate of value but also gives the reasons for 
arriving at the particular value. If the reasons 
given reveal that the valuation was arrived at on 
what the Court considers to be a wrong basis, 
the certificate can be set aside. This is the gist of 


the recent decision of Mr JusticE HARMAN ona 


preliminary point in Dean v. Prince and Others 
(The Times, June 25th and 26th, 19 

The plaintiff in that case was the sole executrix 
of the will of her husband who died on November 
6th, 1951. At his death he was the registered 
holder of 140 fully-paid shares of £1 each out 
of a total issued capital of {200 in Dean and 


“Mulhall Ltd, of Sheffield. This was a private 


company and one of the defendants. Article g (g) 
of its articles of association was as follows: 

‘In the event of the death of any member his 
shares shall be purchased and taken by the 
directors at such. price as is certified in writing 

` ‘by the auditor to be in his opinion the fair value 
thereof at the date of death, and in so certifying 
the auditor shall be considered to act as an expert 
and not as an auditor... .’ 


` It would seem that the last word, ‘auditor’, is a 


misprint for ‘arbitrator’. 

Under the machinery of this article the auditors 
valued the 140 shares at £7 each. The plaintiff 
wanted more and her solicitors took the matter 
up with the auditors, pressing them to explain 
how they arrived at £7. As a result, the auditors 
wrote to them in the following terms: 


‘We enclose a few notes which we have prepared 
to show you how the points you raised . . . have 
been allowed for in our valuation in so far as we 
considered them appropriate.’ 

After setting out certain figures from the last 
accounts the letter continued: 


‘In view of these trading results .. . it was 
clear that no value could be put on the shares on a 
normal going concern basis other than something 
purely nominal. It became necessary, therefore, to 
consider the only other basis which could apply, 
i.e. break-up value.’ 


The plaintiff claimed that this basis was 
fundamentally wrong. The defendants argued 
that the certificate was conclusive and binding 
on the plaintiff. In any case, at the most there 
was merely an error of judgment. 

His Lorpsuir said it was well settled that 
those who had a discretion to exercise could 
maintain silence as to how they had exercised 
it, and the Court would not oblige them to break 
that silence. But if they chose to disclose the 
niotives which impelled them to their decision, 
a plaintiff might come to Court and impeach 
those motives. That seemed to his LORDSHIP to 
be analogous to the present case. As the auditors 
had chosen to disclose their reasons, the Court 
was not precluded from considering them. 

The partner concerned had maintained the 
view that if the assets were sold at an auction 
they would produce {£7 a share and that the 
shares would not ‘have a greater value on the 
‘going concern’ basis. But he had not looked at 
the substance of the matter — what was for sale 
was not 30 shares but 140 shares and a control- 
ling interest in the business. He had taken the” 
view that the Company would never make a profit, 
and ought to be wound up. But it had made a 
trading profit over a number of years and there 
was no urgency to terminate it. 

His Lorpsuie declared the valuation to be not 
binding on the plaintiff and granted an injunction 
to restrain the company from acting on it. He 
refused to declare on what basis the valuation 
ought to be made. 

The importance of this decision is obvious, 


`- particularly in the field of estate duty. 
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THE ACCOUNTANT AND THE FARMER-I 


_ NEED. FOR CLOSER .CO-OPERATION 
by R. W. SMITH, O.B.E., T.D., F.C.A. 


The Farming Industry 

N discussing the relationship between the 
[== and his accountant it is as well to begin 

by examining some facts and figures relating to 
the industry. It is among the largest single indus- 
tries in the country, judged not only by the volume, 
value and importance of its output, but also by 
the numbers employed and the total- income 
involved. 

The industry employs directly nearly a million 
workers without taking into account the many 
thousands who are employed in subsidiary 
trades. Everyone today is familiar with the import- 
ance that is laid on the volume of output of 
British agriculture, but it is probably not gener- 
ally realized that in the report prepared annually 
by the Commissioners of Inland Revenue it is 
shown that the total income of agriculture and 
horticulture as assessed to Schedule D income- 
tax is only exceeded by the distributive trades 
taken as a group by themselves. 


Relation of Farmer and Accountant Largely 
Based on Taxation 


Since the farmer’s relationship with the account- 
ant can be said to be largely based on the effect 
‘of changes in taxation in the early part of 
the last war, it is perhaps apposite to include 
the following quotation from the’ report of the 
Millard Tucker Committee on the Taxation of 
Trading Profits. 
‘We understand that the number of businesses 
at present within the scope of Cases I and II of 
. Schedule D is about 1,950,000. Of these about 
` 450,000 are persons whose total incomes are too 
low to make them liable to tax and who are not 
therefore brought into assessment. This leaves 
about 1,500,000 cases where assessments are 
made under Cases I and II of Schedule D; of 
these only about 200,000 are on companies, nearly 

200,000 are on partnerships, and the remainder 

(over 1,100,000) on individuals. The figures for 

assessed cases include about 250,000 farming 

assessments.’ 

In the light of these quoted figures it is rather 
remarkable on the face of it that most practising 
accountants have so little contact with the 
‘agricultural industry and conversely that so 
many farmers contrive to grapple with their very 
complicated taxation and financial affairs without 


D 


the aid of a qualified professional accountant. 

One purpose of this first article is to try and 
convince both the farmer and the practising 
accountant that there is ample scope for a union 
between them that will be not only to the 
advantage of each other but which can eventually 
render a great service to the country as a whole 
by promoting the advancement of an industry 
on which the continued prosperity and standards 
of this country depend as much as on any other 
single industry. ` ` 

The reason why the relationship is not as 
complete as it should be is not difficult to find. 
Less than fifteen years ago the agriculturalist — 
unless he chose to seek limited liability or had 
some very special feature attaching to his 
activities - did not have to concern himself at 
all with the problems of Schedule D and merely 
complained about having to pay (in addition to 
his tithes) Schedule B and possibly Schedule A 
income-tax, if he also owned his land. 

Occasionally, a farmer who had had a bad ` 
season would discover that if he submitted 
figures to the Inland Revenue proving that his 
trading results fell short of the Schedule D 
assessment he could claim relief, but many 
farmers considered that dealing with this aspect 
was seldom worth the trouble and expense 
involved. w 


Schedule D Substituted for Schedule B 


However, a very material change took place in 
the early years of the war. The substitution of 
Schedule D complications, for the blissful sim- 
plicity of Schedule B, made it imperative for 
most farmers to keep a detailed financial record, 
and in many cases to consult a professional 
accountant, But the onset of excess profits tax 
caused a much greater stir. It was the discovery 
that wartime taxation was to be measured in 
relation to the excess of profits over certain pre- 
war standard years that caused the greatest 
upheaval and a rush to produce accounts for 
those years on which the standard profits were 
to be based. 

It is, in retrospect, regrettable that the primê 
need for farmers to consult accountants arose 
from a desire to put themselves right about taxa- 
tion rather than to benefit from the more solid 
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and lasting services which the accountant has to 
offer. Thus the relationship got away to a rather 
bad start. The farmer. felt that he was being 
forced to incur professional fees merely to deal 
with what was an unpopular tax, the conscien- 
tious accountant felt a sense of frustration 
because the setvice which he had to offer was 
not being fully utilized but was being sub- 
ordinated to a somewhat narrow purpose. 
Reference has been.made above to the fact 
that relatively few.practising accountants are in 
close: contact with the agricultural industry. 
Once again the reason is not difficult to seek. It 
springs primarily from the fact that the prac- 
tising accountants tend very naturally to con- 
gregate in the larger centres of population and 
to avoid the rural areas — it scarcely needs saying 
that exactly the reverse applies to the farmer. . 


Farmer’s Choice of an Accountant 
But there is another important feature here. The 
average farmer dislikes correspondence, and 
seldom can he afford a secretary. He is therefore 
in a somewhat different position from the ordin- 
ary man of business who incurs little disadvantage 
in engaging an accountant at a distance to look 
after his affairs. It is.the farmer’s tradition that 
he comes to town once a week to transact all 
the business that be can possibly do by personal 
call -his bank, his merchant, his solicitor and 
now his accountant. It is almost certain, therefore, 
that the farmer’s first consideration in consulting 


` an-accountant is a question purely of geography — 









and it is for this reason that the urban accountant 


“is very far removed from this aspect of the: 


accountant’s practice, which falls almost ex- 
clusively to the lot of the rural practitioner. ` ` 

It was therefore unfortunate for the account- 
ancy profession that in the early days after the 
application of Schedule D to farmers, and the 
imposition of excess profits tax, it was not numeri- 
cally strong enough in the rural areas to cope 
immediately with the enormous. influx- of work 
that arose in consequence. ‘As a result, the more 
comprehensive service and advice that the 
accountancy profession had to offer became 
subordinated to the more pressing needs of the 
moment which were to ensure that the farmer 
was properly assessed to tax and paid no more 
than his just dues. 

It was also an unsatisfactory feature that, 
gwing to the acute shortage of practising account- 
roperly qualified in every sense of the word 
rtake the work, many farmers were 
t the services. of other persons 
of knowledge but with in- 
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-sufficient: qualifications and experience to ensure 


that the professional service provided: was. com- 
plete, efficient.and comprehensive. Much dis- 
illusionment has resulted and many farmers have 
found out, sometimes: too late; that the employ- 
ment of any but the best advisers in this field can 
prove to be a very costly affair. 

Agriculture i is by tradition a very. conservative 
industry, and although it is becoming apparent 
that many of the more progressively-minded in, 
the industry are seeking to obtain the full benefits 
of. proper co-operation with the accountancy 
profession, there are many others to whom this 
realization has not ES become a practical 
experience. 


‘Financial Advice ee the ‘Accountant 

It is apparent that, whatever may be said to the 
contrary, the assessment of taxation on profits, 
so far asthe agricultural industry is concerned, 
has come to stay and quite apart from any other 
consideration, for this reason alone the services’ 
of ‘the accountancy profession will therefore 
remain in demand. The time has come; however, 
when this should be regarded as secondary to the 
more practical benefits that can accrue to the 
farmer from proper financial advice and assist- 
ance. 

We have now very nearly seen the end of the 
period when produce of all kinds would find a 
market for itself, more often than not at a con- 
trolled pricé which nearly always left a reasonable. 
margin of profit. Subsidies are being removed 
or reduced, buying pressure is reducing, import’ 
restrictions are being taken off and production 
and marketing are becoming once again highly 
competitive. The limelight of public opinion has 
produced ‘some fair comment, but at the same’ 
time a great deal of ill-informed comment, about 
the price at which agricultural produce appears’ 
in the greengrocer’s shop and the easy way of 
life and the generous ite of profit enjoyed by 
farmers. ` 
` The consumer remains mystified why there 
should be marketing boards for only some items 
of produce, and why there should be price 


-controls and subsidies in certain directions but 


not others. The farmer is puzzled and frustrated 
when he hears of hard currency being used to 
buy the same sort of produce which he for some 
reason is unable to sell at a price which will cover 
his own costs of production and marketing. 

It is not the purpose of this article to suggest 
that the accountancy profession can point a 
way towards solving all the problems that arise, 


but there is nevertheless a vast field of oppor- 
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tunity which lies open and in which, it is sub- 
mitted, the profession can provide very valuable 
assistance in the solution of some of the problems 
that arise. 


_ It is an accepted fact that scientific research 
and the proper application of its results have 
been largely responsible for the enormous in- 


crease in the productivity of agriculture in the 


United Kingdom since 1939. There is ample 
evidence that productivity can for this reason 
be still further increased, as indeed it must be if 
our economic equilibrium is to be properly 
restored. But the remarkable paradox exists 
today that a farmer who is employing all the 
advantages of scientific research and mechaniza- 
tion in his production may still be content with 
financial methods which were abandoned by 
most other productive industries many years ago. 

At this point, however, it is necessary to issue 
a warning note lest the analogy between agricul- 
ture and other industries is taken too far. The 
manufacturer is generally in a position to ‘exer- 
cise almost unlimited control over the quantity 
and quality of his product. This is far from being 
the case with agriculture. The imponderables of 
weather, not only in this country but overseas, 
parasites, disease and epidemics have a large 
effect on the quantity and quality of production. 
Except in certain limited fields there is as yet 
no real solution to bridge the gap between one 
year’s glut and another year’s shortage and we 
still have no fully effective remedy for the unsatis- 
factory spectacle of a prolific crop not being 
worth harvesting, while a short crop can some- 
times provide a fortune for the grower. 

The manufacturer can regulate his output, 
the farmer, once he has planned his rotation, 
can make little alteration. Another feature which 
constitutes a major difference is that the agri- 
cultural industry is of necessity organized in a 
large number of small units — mostly consisting 
_ of individual enterprises, the majority of which 

are still based on the family unit. Rationalization 
into large units is for many reasons not prac- 
ticable. 


Co-operation Among Individual Farmers 
On the other hand, in agriculture there is prob- 
ably a much greater element of co-operation 
among individual farmers than exists among 
other trades where small units predominate. Con- 
siderable co-ordination and mutual assistance 
take place through the medium of such bodies as 
the National Farmers’ Union, especially in its 
county branches, and the various national socie- 
ties dealing with specialist activities. There has 


THE ACCOUNTANT 


July 4th, 1953 


been through such organizations much valuable 
exchange of information on the financial and ` 
economic aspects of farming as well as on more ` 
technical matters. 


Accountant as Natural Partner of Farmer 
Where, then, lies the sphere in which the account- 
ant can operate as the natural partner of the 
farmer? It is in principle very similar to that in 
which the accountant is the adviser and assistant 
to the manufacturer or trader. 

In almost every other field of industry and 
commerce the management will seldom move 
yery far on any project without full consultation 
with the accounts and costing departments. 
Indeed, most progressive managements include 
a qualified accountant on the board of directors — 
even if they do not, the chief accountant occupies 
an important position in the chain of organiza- 
tion. It is seldom that an agricultural establish- 
ment is of sufficient size to justify the inclusion- 
of a full-time accountancy expert, but for the 
smaller unit; down to the individual farmer run- 
ning a family business, the services of a pro- 
fessional accountant are always available for 


‘consultation on matters of financial policy. 


Reference has been made, deliberately at some ` 
length, to the history of the relationship between 
the farmer and the professional accountant, 
which had its origins largely in the necessity 
dictated. by the demands of taxation. This neces- 
sity involved the preparation of annual accounts 
and there, unfortunately in many cases, the 
matter has-been left. The service rendered by ` 
the accountant has been regarded largely as a 
matter of history, giving details of results for 
last year or the year before which, by the time 
they are available, can have ‘no practical effect , 
on the course of current operations or future 
policy. 

The careful and up-to-the-minute study of a 
farmer’s accounts can, however, be a fruitful 
source of advice and help. This is already recog- 
nized in the production of statistics for certain 
specific purposes as, for example, in the costings 
in relation to various marketing boards and the 
annual price review. But if this research has a 
role to play in such limited fields, is there not 
every reason for saying that there is much greater 
scope for wider application, and in individual 
cases? 

It is not the purpose of this first article 
embark on detailed instructions for keepin 
accounts, but a few examples of th 
useful co-operation that can e 
illustrate the objects of this a: 
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A DISCOURSE ON’ ACCOUNTANTS’ WORK PLANNING, 
CHARGING: RATES AND POLICY MATTERS 


by R. SPROULL, G.A., F.C.W.A. 


Ges of Organization and Fees 
LTHOUGH for the purpose of this paper 
AS remarks: are put forward from the point 
of view of a medium-size practice, account- 
ants with. every size of practice will find that the 
matters discussed are also of interest to them. I 
have in. mind that a medium-size practice would have 
a staff of eleven: to fifty ee (including up to, 
Bay," five working princip 
"2. Every practitioner me ‘three classes of téchni- 
calities to bother äm. One Ze technical client-service: 
that is:an established class for discussion at con- 
ferences. The other two classes are in the title of my 
paper Since the depressions of the 1930s they have 


n- growing in significance, for organization every- ` 


where-has become’ more complex. If organization is 
neglected the framework cannot exist to give. service 
to clients. And likewise, failure to maintain a sufficient 
standard of fee-earning and collection soon unfits 

y pretensions to practise. Hence, today, organiza- 
Ge and fees-are at least of as equal importance as is 
nt-service; the total time they absorb, too, in 
fice can be as EES as is ‘client-service time. 



















`The Business Type of Accouritant 
in economic circumstances outside ‘the 


ssible the business (i.e. professional) type of 
nts. For the maintenance dnd expansion of 
ctices they rely on spontaneous goodwill 
adequately paid assiduous performance of 
clients come from recommendations of 
clients rather than from, social contacts. 
reasons for change 


to the last v war,.accountants strained ebe Se 
their. staffs too ‘hard to get the maximum number of 
days chargeable to clients. However, this ‘proved 
grossly uneconomic owing to the consequential drop 
in output quantity and quality and the increased rate 
of illness. An accountant who conforms to the 
standard of chargeable days is a much more effective 
accountant. In this regard there is a number of 4 
relevant tables in my Tos KI and for our present 
purpose I adapt from its page 47 the following: 
‘CHARGEABLE DAYS TARGET CALCULATIONS 
For A Preson Scimputap as FULLY PRODUCTIVE s 


x Total in year . ie 365° calendar days 
3 "8 Saturday annie Bank - 
Holidays, etc., deductions ee ee BE noo 
6 Balance at Se E e SCH 
paid for ea... o no » 
10 Summer holida éi, a little illness (8), 
and non-productive ee (30), 
deductions DÉI x Dé nm 
1I Balance at this point, ie. where 5}-day 
- + week worked and no Saturday 
morning time off — Target . 226 for 7-hour sey 
14 , Saturday morning deductiona .. ce 42 


15 Balance ať this point, ie. where 5- -day © 
. week worked .. 204 "oi n 
‘16 Note: Where hours worked are kr per e 
; day add per cent ind po add (io Tem . A 
15 Target) 14 days, making b = Atb cers hours 
cai 


5. Two hundred and twenty days of seven hours each 
appears. o be the most attainable annual number of 
chargeable days per fully-productive person for ` 


DEER practices. By reason of their’ duties in 


d to organization and non-c ble matters, 

rincipals are frequently not fully-productive persons. 
pre some individuals to attain 10 per cent more 
temporarily is not impossible. Over a period of a few 
years for one person, or for the average result in one 
year of a group of fully-productive persons, there are 
no grounds for a net gain to the practice by exceeding 
e indicated standard: an appearance of some gain 
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work done. Armed with the programme or other 


estimates of time required for recurring individual 


jobs, a next common series of steps is to list. jobs 
according to the period when the work is to be done, 


‘i.e. to: lay down plan controls; from long-term and 


' short-term aspects. Long-term control is particularly 


necessary when a practice is subject to an occasional 


or annual sudden marked or seasonal variation in 
the volume of business or staff. Then it may. be 


, The period of the plan is most 


necessary to rearrange drastically both the intake and 
output of work, i.e. moving forward or backward 
the projected dates for ala N n particular jobs. 
ed for half a year, 


, or a year broken up into thirteen four-weekly periods. 
, In each period the jobs to be done and the amount 


| of time of the key or principal grades allotted to each 


' job are stated for each client. The task is to recon- 


` one 


struct the plan so as to (1) match clients’ expectations 
of work to be done and the expected labour available 


< or required and (2) know the consequences to be 


expected or business action to be taken where they 
cannot be matched. Incidentally, to ensure a steadier 
flow of work this may call for rearranging some 
clients’ year-ends (to no disadvantage to the client). 


Short-term Plan. . 

7. The most commonly used plan record is un- 
doubtedly the short-term, the form used being one 
which has a perpendicular-column for names of jobs jobs 
brought forward and eleven other similar columns, 

a each day of its period (s ay two weekly) and 
otherwise has horizontal lines for each clerk. It 
gives daily a bird’s-eye view of the occupation of all 


` productive persons-at least. In the perpendicular 


columns the time allotted (or used) is entered for 
any job on the day it is to be done. How far forward 
it is written up will depend on the number of days 


, the individual jobs named will be available to the 


appropriate staff. Principals may be included as 
well. One clerk in charge of several others may be 


' entered -as one, and not separately, while other 
` variations, such as setting out specially excess time 


may be introduced, depending on the organizational 
circumstances. Incidentally, it helps to urge attention 


` to getting in a sufficiency of books or ensuring books 
` are made available at clients’ R so that there 


` is a steady flow of work for 


persons 


Audit or Work Programmes 


_ 8. Next we can come to audit or work is Saunas for 


` jobs — one for each job — which are by 


e very title 
‘programme’ predetermined. Basically, they arise from 


three working points of view, viz 


working the books; 
working the personnel; 
working the balance sheet (or final objective). 


Which of these three types of programmes you should 
operate is decided for most of us by organizational 


. targets. The smaller the staff and the more jobs to be 


done the more appropriate is the books-programme, 
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i.e. listing the books and for each book setting out the 
job operations or steps to be done in the work. At the 
other end of the scale where there is a large staff and 
jobs take longer, the personnel-programme can be the 
most useful, i.e. a separate list for each person op 
grade of the job operations assigned to him. The 
balance-sheet programme classifies the subsidiary 
work under their final objective heads. It might be 
said, therefore, it works backwards and tends to 
reduce the amount of detail work. It lends itself 
more to incorporating some aspects of the books- 
programme than of the personnel-programme. 


Job (Plan) Control for Accounts Work 

g. However, there is a good deal more planning to 
be done before a job programme (especially work 
involving accoun as come into operation or be 
made fruitful. Such another section of the planning 
is control of the job from the point of view of detail 
progressing it as a job. This aspect also ensures that 
(although each of the stages below are independently 
pursued) no job or detailed stage is overlooked. Thus, 
for an accounts preparation job, there could be a 
frequently reviewed visible card index, or a list, 
on which more outstanding stages of jobs are noted 
for one work year (or according to the ruling for 
several years together) such as dates for the jobs: 

(1) Year-end. 

(2) When books wanted by the accountant. 

(3) When circular sent to client to send in books. 

(4) When (complete) books received. 

"(eh When (complete) books returned. 

(6) When work on job started. 

(7) When work on job finished. 
Naturally routines have to be established from other 
operations or records to ensure the facts getting into 
the above job control and chasing up. Maybe, as a final 
stage, perusal of the pee daily time sheets or 
reports can inform the job control of accounts which 
are typed or dispatched to clients. 


Job (Plan) Control for Non-accounts Work 


10. The preceding plan remarks concern what may be 
termed accounts work and jobs (or some operations) 
taking more than a short time. This leaves out such 
jobs which take a small amount of time at each 
occasion that they are tackled in the work year, such. 
as simple jobs ancillary to completing returns of 
income and dealing with assessment notices and 
demand notes. This group can be controlled by a 
‘tax forms (job) Det — for each tax year- with 
columns for each step to be taken, thereby progressing 
say, twenty-five cases on a page to show their position 
at any time to their conclusion. The short-term plan 
will mention these small-time jobs at the height of 
their season as a bulk item, or when they loom 
sufficiently large, and will also refer to them at the 
occasion for the periodical overall review of such 
lists. 


Job Pian Checks 


rr. In a live practice there can be no escape from 
some planning, for there are so many features in 
practice which will absorb attention prior to that 
which they should receive. Even if a principal does it 
personally, the labour involved in plan work is little 
compared with the very good business benefits 
derived. It is advisable to have one person control 
the whole of the work plans. If it is done only 
mechanically it will not serve the many purposes 
it can. The plan clerk is at the core for complementing 
those things which should have been notified to 
principals by others. In that regard, for example, 
before accounting matters for a client are started for 
the current occasion, the plan clerk should ascertain 
that the extent of the time the matters may take should 
conform to some predetermined indications which 
have taken into account the possibility for reductions 
or the merits and needs for increases over the previous 
year or compared with some standard. Periodical 
verification checks on the completeness. of the plan 
controls are essential. Time ledger balance lists afford 
such a check. So also do the necessary periodical 
inspections by the plan clerk of all working papers in 
the hands of each of the staff and principals. The more 
jobs and the more clients per 1,000 guineas of fees, the 
more these tests are necessary. 


TIME AND BILLING 
Time Units 


12‘Following these remarks on some of the overall 
organizational things of medium-size practices, I turn 


now to those in the billing sphere, beginning with. 


time. The basic time unit used by the most advanced 
accountants locally and throughout the world is the 
quarter-hour unit for the type of work small and 
medium-size and some large practices do. In such 
offices it becomes second nature to talk of time as 
units. Hours do not get mentioned, the next higher 
term being days De 28 units a day). The advantage 
of using units is that there arè no fractions or deci- 
mals; this simplifies control and writing up of time, 
improves the accuracy of time sheets, time ledgers 
and time abstracts. 


Overhead Time 
13. How detailed should be the individual and 
accumulated recordings of non-productive or over- 
head time? The extent of recording overhead time is 
less uniform in the profession than is time spent on 
clients’ work. The methods of recording overhead 
time can involve’ a number and variety of time 
claasifications which will depend on organizational 
outlook and efficiency. Thus, is the objective simply 
to record it and forget about it, or is it to be a key 
part of the balancing necessary to ensure all staff 
time bought is accounted for (and costed), or is it to 
get targets for present or future control of this time, 
or is it to be certain only some things in it have been 
done? These are a few of the approaches to this 
subject, which’ are not mutually exclusive of each 
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other and so can be integrated as one, as experience 
is gained in them. Naturally, productive times lost, 
unassigned, or defective, come into the overhead 
category and their future standard can be reduced 
materially by periodical reflection on their past 
comparative and future or prospective tabulations. 


Client-service Time Ledger 
14. Time ledger accounts of client-service are in- 
dispensable. That the work of all but few clients 
varies materially yearly, is easily the most common 
experience in all sizes of practices. The magnitude of 
these variations would often be too obscure at crucial 
stages without the time ledger. Those who try to run 


without some accurate self-balancing time-ledger ` ` 


records are bound to lose many times more than their 
compilation and use would cost. The extent of the 
analysis detail in accumulation of time in each client’s 
time-ledger account is a matter. for individual 
decision, but for most practices it can rarely be 
analysed into less than five heads or job numbers. 


Group 
Fob Nos. 
Key Letters 
(1) Accounts i preparation, Ser and audit- 
ing, i x A 
a Tax Sod Se T 
(3) Secretarial (including company or partner- 
ship) matters So C 
P } Other work of a special type ae S 
Planning, review, billing and collections . P 


Job Numbers and Scales 


15. However, experience shows these five job numbers 
are insufficiently precise for the purpose of accumu- 
lating time on the many varieties of items to be 
charged or billed to clients. For that charging purpose, 
and also to provide the accountant with useful data 
as to fluctuations between one year and another of 
the time for a particular client, and also as a help to 
give reliable standard times for plan control, and for 
repetitive jobs where separate analysis is required 


.or apecial reference made in the bill, more job 


numbers can be used, such as for the tax group:- 
Scale 200 Func- ` Functional Fob 
Relative or tional Description 
Standards more Job No. 
Scale Tit SAS O Ke T S cs 
x TL2 
x TEa 
x TEs 


x TFir 

TRE o a 
i.e. the group job number “T” followed by a letter and 
number code as expressive of an abbreviated des- 
cription of the job. Incidentally, at any stages of 
planning, time recording, or for the filing or marking 
of papers where job descriptions are appropriate, the 
functional job number is used to describe the kind 
of job, and of course this itself is a time-saver. A 
complete list of job numbers used in a medium-size 
practice runs to over 200 items. 


Too > or 


Excess profits levy 
Excess profits tax 
Schedule E expenses 


claim 
Simple returns of 
income 


ab 


Ge 
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Bulk Time 


16. However, not all direct productive client-service 
chargeable time need be posted in detail to individual 
client accounts in the time ledger. In particular, time 
of less senior personnel, such as operators, effecting 
phone calls, time in typing letters or filing, time in 
copying masses of forms of returns of income, are 
examples of such items of direct client-service which 
can be posted to a bulk time account for each service. 
The time-guineas for these can be brought in to the 
time abstract when billing by a standard fr the type of 
case or from a brief glance at the job’s papers, or by an 
inspection count of the spikes of papers for the 
particular client for each important jòb. Historically, 
these kind of things have behind them a long tradition 
as being direct time. If in billing they are ignored ag 
directs to particular clients, their recovery depends 
on the margin arising from rates chargeable for time 
being adequate to provide for their recovery: as 
clients’ work varies so much, this is not likely to be 
fair as between one client and another, or the same 
client on different occasions. 

17. As a footnote to the foregoing paragraph, it may 
be observed that the time GE senior persons 
spent on "phone calls is included in their direct 
time to the individual clients at a minimum of one 
unit. Of course, that is not an excessive charge for 
the pivot such time is, since a "phone call is often an 
interruption and compels a thought to decision or 
other actions, or invariably is preceded or followed by 

a reference to papers. 


CHARGING RATES 
Charging Rates Formula (S A S) for Staff 


18. It would be incomplete for me not to mention 
charging rates. Let me say first, for the sake of clarity, 
that ~if there be a subsequent discussion ~ a series 
of rates compiled on one principle is a scale. The 
lowest scale is the S A S and the formula I have 
found most in operation is the one on page 54 of 
my book, viz: 

eee for every £100 per annum salary rate payable 

roductive labour — 


e guinea fee per day (seven hours) is the rate to 
charge client for Simplest Audit Scale work.’ 


This was set out on page 6r like, this: 


CHARGING SCALES FOR STAFF ENGAGED ON MIXED JOBS 
Guineas per day of 7 hous 
S 


OA cs 
Sa Face S Ee Le. 
alary tmp 
Rate Audit and Tax Complicated 
per SE Scale Scale Scale 
100 1 14 2 
200 2 d é 
300 3 
4.00 4 é 8 
500 5 74 10 
boo 6 9 12, 
foo 8 Ge i 
8 12 I 
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Notice that rates do not increase in advance of rising 
costs, although they can increase simultaneously 
with such cost changes. Because of the former there 
is no special difficulty in charging the rates ruling 
at the time of billing Tf course, in making increases 
of rates there may be a few cases in every hundred 
which should be treated differently because of some 
special factors. 
Principals’ Rates 

1g. When my friends and I were making our re- 
searches for my book, we discovered many varieties 
of charges for principals’ time. Their essence I now 





give from page 85 of my book. 
PRINCIPALS 
Mun RATES FOR AVERAGE PRINCIPALS IN GUINEAS 
Column . I 2 3 4. 
p i ` Senior 
ractising alone or Experi- Experi- 
in in partaerihip New enced enced 
947 Principal Principal Principal Principal 
Grids of Principal NP TP GP 
Years of experience as Upwards 
Principal, e.g. Niltog3 3tor0 roto2z20 ofze 
i Pe. day. of 7 hours: ‘ 
work e to 10 10toxr4 xator1g x5 
OAT Stork +. Totorg ms to2ar 18toar azoorar 
CS work .. 14to20 20to? roi 3%5to? 
a. Per hour: 
SAS tol; litod 2 : at 
OATS work 1}to2 2 to SE 
CS work at3 3 to 3 to Au to? 


‘These rates presuppose a principal is doing principal’s 
work. Note that these were minimum rates, They 
assume from the S A S (simplest audit scale) basis 
that the equivalent of a staff-salary for E 
would be thus: . 

Grade number.. I 
Salary .. g SH 


£3,050 {1,200 


Fie 
£1,050 Ee es P 
(These figures would be less than aie practice profit.) 
No person worthy of being a principal of his grade 
and years can be worth less than these salary and 
charging rates, even in the country. Independent 
investigators have let it be known that in their view 
the average practising accountant’s income is £2,000 
per annum. : 
Rates Generally 


20. Where lower rates than the standard are charged 


op the plea that lower costs than the standard prevail, 


is it surprising that the end result in principals’ in- 
comes is also lower? In fact the alleged lower costs 
are too often the result of a failure to do something 
in the practice. This failure is most likely to be a 
deficiency in ee the various business records 
which are referred to in this paper or implied in 


- installing the proper internal accounting for the 


practice. The important point is not that the costs 
of these things increase the costs but that they justify 
amendment of the practice rates to the standard and 
enable a recovery of more fees than the extra costs 
while still giving very good value for the fees charged. 
Indeed, an accountant who runs his practice on 








Ei 


Modérn ‘techniques’ gets d miastet'y of affairs which 
makes’ him a ‘better’ accountant,” an EE téch~ 
nician ‘to his clients. 


` Official Rates Possibilities - 


21. No one has been able to point to a: practice 
which has suffered adversely from adopting’ a. rigid 
attitude of requiring adequate fees. Many: accountants 
though, have complained to others of their sufferings — 
too hard work and not enough money ~ from a fluid 
attitude on inadequate fees. Many of the difficulties 
of the latter can only be overcome by a practising 
accountants’ body laying down minimum rates. The 
idea is sometimes mooted that such minimum rates 
would become maximum. There is not the slightest 
foundation for that view and’ exponents of it must 
think accountants are natural economic weaklings. 
That idea is refuted by the past and ‘presént ex- 
periences of other professions as well as of our own. 
Thus, in some fields of accountancy work there are 
certain ridiculously low rates prescribed, yet one 
does not find accountants. charging lesa than these 
official rates. On the contrary, many accountants have 
techniques of making the too low standard rates the 
very basis for their being supplemented by additional 
charges where this is warranted. Those who might 
` charge less than an official minimum could not get 
much business in any case. They would, be a set of 
individuals who could not deliver the service clients 
require. They would lack the essential requirements 
of successful practice, an appreciation of what has 
to be done and what it is worth; they would function 
by rote. It would be easy to identify these persons 
and to prevent them practising if the profession: 
made up its mind to do so. Official general rates 
should in the first instance permit of their being 
upgraded until sufficient experience indicated this 
was unnecessary. The important thing at the moment 
is for accountants whose salary-fee formulas do not 
attain the well-known recognized standards to 
conform to these standards. This will be easy if they 
examine what they do for their clients and reckon 
what would be a fair quantum meruit in each case. The 
hext stage is for such an informed accountant to pass 
on his earnest convictions to his client and stick to 
them. No commercial profession gives such good 
value to its patrons as does the accounting profession. 
But some clients need to be shown this is so for 
their particular case. Incidentally, where the firm’s 
standing and experience bring something more than 
the minimum to a case, then higher-than-minimum 
charges are appropriate. "The least that anyone should 
have raised his charging rates by since 1947 is stages 
of 10 or 15 per cent. Those with more skill will have 
done better and their principals’ and staff salaries 
will have reflected this. 


MATTERS OF POLICY 
Slack Season Work 


22. Should slack’season work be billed at lower scales?’ 


This should offer a professional person no difficulty. 


THE ACCOUNTANT 


July 4th, 1953 


It is really a cut-throat competitive business man’s 
question. Accountants used to have to meet it often. 
Happily now in Britain dis problem has not been so 
much to the fore in recent years. "There can be. 
several-approaches to it. I prefer to sück, ro the 
purely professional, because it is the only. lasting 
solvent in’ a competitive economy. The broad 
principle is uniform work, uniform client, uniform 
charge, irrespective of the season: more could be 
said on this question, but time permits me only to 
repeat that slack seasons can be modified or reduced 
by some attention to the practice SEENEN f 


Allowances 


2 Al Allowances are necessary in a few extreme cases, 

hey may be made in the process of billing unknown 
to the client, or shown on the bill, or given after the 
bill iş rendered, op in writing off a bad debt. Their 
purpose is, of course, to get payment of as much of 
the appropriate scale as can be got, and, if he is worth 
it, to keep the client satisfied. In total for a year 
they tend to vary per practice, but as a percentage of 
the total fees generally, 5 per cent would be low and 
Io per Cent can be high, yet quite a healthy figure. 
To get.an appreciation of what is involved, take a 
group of fees totalling in one year to £1,000 and the 
next year the rates are increased by, say, 25 per cent, 

ie, one-fourth, then the group should yield £1,250, 
but if the increase cannot be made effective for, say, 
a section of £200 (at the new rates) and the section 
yields only £160, the allowances arising total to £40 
(but note there is a gain of £210 and the total fees 
collected will be £1,210 out of £1,250); the percentage 
of new allowance losses being therefore {40 of 
£1,250=3 per-cent. 

24. Allowances of too low a figure in a practice 
indicate some abnormality and not usually a good one 
at that. Generally, it points to scales being too low. 
too much work being done for too little money. It is 
surprisingly easy to remedy and in the Process 
increases goodwill immeasurably. . 


Quotations KS 
25. A quotation for almost any work should contain 


a sum for unspecified contingencies. This is because. 


from the very nature of accountants’ work it is im- 
possible to judge precisely in advance of doing the 
work what is going to arise in it. Besides the very 
fact that a quotation is being asked indicates the 
client is of an abnormal type. No accountant could 
maintain his practice at current charging rates if he 
had to quote clients for all work before he did it. 
The best clients and the normal or average ones 
never dream of asking for a quotation; they have 


` 


ample confidence in their accountant. The client ` 


who wants a quotation makes specious excuses why 
he needs it. His inclinations are to limit the amount 
he will spend on accountancy with either no heed or 
too little intention to limit the work of the accountant. 
That type of client lives in a fool’s paradise if he thinks 
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an accountant can throw in gratuitously the extra 
services which contingencies create. In the end those 
clients only get what they pay for (not what they think 
they pay for); they prove to be the direct losers and 
nuisances to accountants. Their unfairness must be 
rammed home to such clients, and if they are too 
adamant their work is best refused. The essential 
minimum for acceptance of such a client’s work is 
inclusion of a wide enough margin for contingencies, 
and what that margin must be can be gauged empiric- 
ally if it is remembered that in small or large traders’ 
live practices one-third of the fees should be from 
non-recurring work, the type which contingencies 
should cater for. If a sufficiency for contingencies is 
not included in quotes, it can exclude the possibilities 


of these cases making normal contributions to non- 


recurring fees. 


Unethical Fixed Fees and Quotes 


26. A fixed fee is really a recurring quote and so 
exaggerates the objectionable aspects of quotes. Both 
are undesirable nowadays as they are heavily weighted 
against the accountant, and they partake too meagrely 
of professionalism. The ethics of the profession 
should ban fixed fees and quotes as unethical as 
percentage fees, since they have too little regard to 
the desirable amount of professional work. The 

onus of what is to be done and what is to be paid for 
in fixed fees and quotes lies too much with the client, 
invariably, indeed, the type of client whose integrity 
when dealing with accountants is far too low. Both 
depend on the skill of the accountant being adequate 
to foreseeing what time will require to be devoted by 
each grade of person at its appropriate rate in the 
various scales of work. This is much beyond the 
skill and second sight of accountants as such (in 
any but the simplest and smallest fees or quotes). 
After all, the practitioner — and not the client - is the 
best judge of the extent of service which can be 
usefully rendered and as the work develops his 
skill and professional integrity ensure the necessity 
of the time devoted to a cause. 


Ability to Pay 


27. If a client’s financial ability to pay is less than the 
extent required the obvious professional consequence 
must be restriction of the work and not a too low 
fixed fee or quote. When a new client requests 
service, a first consideration must be his ability to pay. 
Where the newcomer is likely to be no better than a 
sticky or an unsatisfactory payer, then ample cash in 
advance is indicated as a prerequisite to service. 
Accountants have a need to restrict their service, or 
more usually to give no service without payment, 
where tax liabilities of the client are more than one or 
two years in arrears. That applies even to a new client 
who may consult an accountant after, say, only two 
or three years in business or to a regular client who 
has used his tax money for expansion or to a long- 
standing client who has become a back duty case. 
Service of any kind which is rather extensive com- 
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pared with the normal extent of work for the kind 


"of client Za another reminder that business demands 


cash in advance. Instalment debit notes (with no 
details of work done) and interim bills are becoming 
necessary in more cases to ease the payment by the 
client and to effect an equitable promptness to the 
quid pro quo of the accountant. Also, there is a growing 
custom of extensive use of monthly instalments to 
accountants by bankers’ orders from clients which in 
effect give payments in advance of work done for 
the earlier months of a yearly work cycle, and provide 
an assured monthly cash income without collection 
troubles. 


Partnership and Other Cases 


28. Working on bills is a never-ending education till 
one attains an expertness that can bring every case toa 
proper category for comparison and comprehensive- 
ness in the brevity of bill wording and the evident 
justness of the quantum meruit charged for the in- 
dividual client. Thus, one must not overlook the 
importance to a new business client of referring to 
getting the opening figures of his business. In the case 
of a partnership (e.g. of two persons) it has sometimes 
to be underlined that the accounting work may be 
double that of a single trader and the tax work three 
times as much, and that the fee paid by the sole 
trader next door is no criterion. Then there is the 
case of the person who has three separate sources of 
income (e.g. a business, investments and property). 
As these three are merged for tax purposes, thereby 
making a fourth group, such a person has four (not 
three) sources of tax matters or problems, yet will 
think his fee should be as low as his friend who has 
only one income from a business. 


Natural Billing Time 


29. A natural billing time for recurring accounting 
clients is when the accounts are sent to the client for 
signature, or otherwise finished by the accountant. 
Whether or not the accountant has prepared tax 
computations based on the accounts, the line is best 
drawn at that stage; that is before the accounts are 
sent to the Inspector, so that in the next bill one of the 
first items will be the sending to the Inspector of the 
accounts whose preparation was paid for in the 
previous bill. In the same way any other work arising 
upon these accounts would go into the bill covering 
the dates when the work was done. To include such 
work in a bill for a recurring client before it is done 
involves the accountant in unnecessary risks of 
underestimating, and with difficult clients leads to 
other losses. For other recurring clients who are not 
accounts clients the various plan-control lists can 
indicate their billing cycle stage. Generally, this 
should be when the work cycle has been completed, 
but if the completion is postponed, then at no later 
than a year from the previous bill or start of the work. 
Finally, I may observe that all organization and fee 
routines are capable of being done by staff and their 
delegation frees principals for alternative work. 
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WEEKLY NOTES 


British Accountants in South Africa 
Under Clause 30 of the Public Accountants’ and 
Auditors’ Act, passed by the South African parliament 
in 1951, an accountant and auditor under the Act 
cannot share profits derived from his practice, or 
practise in partnership with an unregistered person, 
nor can he practise under a firm name or title which 
includes the name of any person who is not or was not 
during his lifetime ordinarily resident in the Union. 

As it is necessary to be resident in South Africa 
in order to qualify for registration, the effect is to 
prohibit partnerships between South African and 
United Kingdom accountants; the effect is also to 
debar South African partners of United. Kingdom 
accountants from carrying on business under ex- 
isting firm names. 

The operation of these provisions of the Act was 
deferred for a minimum period of five years as 
regards existing partnerships. The Public Account- 
ants’ and Auditors’ Board, which was set up under 
the Act, has, in accordance with a direction from the 
Minister of Finance, begun an inquiry at which 
interested parties, including The Institute of 
Chartered Accountants in England and Wales, 
will give evidence. The Board has held its first 
session and has now adjourned until August 3rd. 


The Institute of Chartered Accountants 
of Scotland 


The first summer school for members of The In- 


stitute of Chartered Accountants of Scotland is now 
.in progress at St Andrews University. It opened at 
tea-time yesterday and will continue until next 
Wednesday morning. 

. The School is divided into nine groups, each of 
about twelve members, and it was appropriate that 
the first lecture, given last evening by Professor 
John Read, F.R.S., M.A., SC.D,, B.8C, PH.D., should be on 
‘Historic St Andrews and its university’, so enhancing 
the inspiration which the members must inevitably 
derive from the surroundings which form the back- 
ground for their studies and discussions,. and thus, 
in large measure, setting the seal of success on this 
first venture of this nature of the Scottish Institute. 
Later in the evening, the President, Mr John L. 
Somerville, C.A., F.R.S.E., presided at the official 
dinner at St Salvator’s Hall. 

The first- paper, on the subject of ‘Some auditing 
doubts and difficulties’, is being presented this 
morning by. Mr James T. Dowling, c.a.; this after- 
noon an address on ‘Monetary policy’ will be given 
by Mr Archibald D. Campbell, M.A., of the Uni- 
versity of Glasgow. 

Tomorrow. morning there will be a-service in 
St Salvator’s Chapel, conducted by the Rev Professor 
Edgar P. Dickie, M.C., M.A., B.A., B.D., D.D. In the 
afternoon two papers on ‘Annual reports and 


accounts of limited companies’, by Mr C. I. R. 
Hutton, ca. and Mr A. McKellar, c.a., will be 
presented. Other papers, to be submitted on Monday 
and Tuesday, are ‘Management accounting’ by 
Mr Jan T. Morrow, C.A., F.c.w.A., and Mr R. W. 
Parker, c.a.; and ‘Cost accounting’ by Mr W. S. 
Risk, B.COM., C.A., F.c.w.A. We hope to include 
summaries of the various papers in our next issue. - 


" Income-Tax in Gibraltar 
Despite considerable local opposition, income-tax 
is being imposed this year in Gibraltar for the first 
time. It replaces the former Trade Tax which 
represented about 4 per cent of the Budget, i.e. some 
£40,000. The standard rate is two shillings in the £ 
but individuals are to pay rates varying up to four 
shillings. Earned income relief is one-fifth, single 
personal relief £400, with an additional {150 for a 
wife and £75 for each child, so that most wage and 
salary earners will pay little, if any, tax. What 
traders will pay is perhaps anyone’s guess and the 
£20,000 budgeted for is little more than a shot in the 
k. According to Tuesday’s Financial Times, 
business men in Gibraltar may try to circumvent the 
tax, by creating new companies in the international 

zone of Morocco, just across the Straits. 


Making Emergency Laws Permanent 


` The Emergency Laws (Miscellaneous Provisions) 


Bill, which was introduced in the House of Lords, 
has received its second reading in the Commons. 
It represents part of a long and perhaps unnecessarily 
drawn-out process by which the many emergency 
regulations introduced in the war are being sifted, 
those of no further value being repealed and those 
which have proved to be of permanent value being 
embodied in legislation of more permanent form 
than Defence Regulations. The present Bill is a 
hotchpotch of miscellaneous regulations which it has 
already been decided to retain; there may be some 
amendments in committee. The first one is that which 
permits a person under 21 years of age to drive an 
agricultural tractor on the road as well as on the farm. 
The second permits the towing of an articulated 
vehicle. 

Clause 2 puts on a permanent basis the Defence 
Regulations which amended the provisions of the 
Trading with the Enemy Act, 1939. The winding-up 
process of this Act is a slow one. Clause 3 extends the 
powers, under the Explosives Act, 1875, to control 
the use of gunpowder and safety fuses. The control 
is less close than under the wartime regulation which 
the clause replaces. Clause 4 gives power to continue 
the issue of what are in effect identity cards for sea- 
men, which serve them in the place of passports in 
foreign ports. The shipping industry is to meet the 
cost, the cards being useful in connection with 
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employment arrangements. Clause 5 continues the 
; arrangements under which local authorities can let 


Ei as allotments land not otherwise available for that 


purpose. Clause 6 makes permanent a part of Defence 
Regulation 72 which removed a difficulty about 
licensing vehicles to carry harvest workers. Clause 8 
perpetuates the power of the Court in settlement 
to order that payments with regard to management 
and the like, which ordinarily would be made by the 
person having the income of the settlement, can be 
made by the trustees out of capital, where the 


ee 
` having the income is in difficulties owing to the war 


~~. Th 


or taxation. The remaining two clauses deal res- 
pectively with the taking of affidavits by naval 
officers and offensive trades. Two proposed new 
clauses will deal with midwives and the heavy goods 
vehicle driving licensing system. 


Appointed Day for Steel 

The Minister of Supply has fixed Monday, July 13th, 
as the appointed day under the Iron and Steel Act. 
His decision was announced in the House of Commons 
on Monday. On the appointed day the iron and steel 
securities now held by the Iron and Steel Cor- 
poration will vest in the Holding and Realization 
Agency. At the same time the Treasury will take over 
the Corporation’s rights and liabilities on the 34 per 
cent. Iron and Steel Stock which will be renamed 
‘34 per cent Treasury Stock, 1979-81’. Exactly 
when the Agency will make its first offer of iron and 
steel shares for sale, and the identity of those shares, 
remains unknown. The Agency is under duty to 
obtain the best prices and will of course choose the 
nature and timing of its offers with that end in 
view. ` 


Agreement Signed on Sunday 


Section 1 of the Sunday Observance Act, 1677, 
provides that no tradesman, artificer, workman, 
labourer or other person whatsoever shall do or 
exercise any worldly labour, business or work of his 
ordinary calling on Sunday, works of necessity or 
charity being excepted. Section 3, provides for 
further exceptions such as the ‘crying’ of milk in the 


early morning or late afternoon. Section 1 imposes a 


penalty of five for each contravention. It 
has beet held that the section operates to render void 
any contract entered into on Sunday if it is otherwise 
within the section. ` 
An estate agent sued a client for commission on 
the sale of his house, but the client resisted the claim 
on the ground that the agreement under which the 
commission was payable was obtained by misrepre- 
sentation and, moreover, it was signed by the 
defendant on a Sunday and therefore was avoided 
by Section 1 of the above Act (Gregory v. Fearn, The 
June ast 1953). 8 
but it 


The f the section are very wide — 
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Misleading Trade Descriptions 


Caveat emptor — let the buyer beware — is still a basic 
principle of our law, but the flood of scientific 
discoveries, synthetic materials, and new systems of 
packaging, make it ever more necessary for even the 
most prudent buyer to depend on the honesty of the 
seller. The Merchandise Marks Act, 1887, made it an 
offence to sell goods to which a false trade description 
was applied. This was defined as a statement false in a 
material respect as to (among other things) the 
number, quantity, measure, gauge, weight and place 
of origin of the goods. ‘The Merchandise Marks 
Bill, introduced this year, and given its second 

in the Commons last week, widens the definition of 
ui descriptions so as to include other characteristics 
now commonly referred to. These include quality, 
fitness for purpose, strength, accuracy, performance, 
and behaviour. Proposing the second reading, the 
President of the Board of Trade gave as examples 
‘fadeproof’ ‘cloth, ‘rainproof’ coat and ‘accurate’ 
timekeeper. Moreover, misleading, as well as false, 
descriptions will be punishable. A person selling 
‘whisky’ in a bottle which did not actually bear the 
word ‘Scotch’ but did bear a representation of a 
tartan and a Scottish sounding name would probably 
also, if the contents were not in fact Scotch whisky, 
infringe the provisions of the new Bill. On the other 
hand, it will still be permissible to assert that ‘beer 
is best’ and make similar assertions, while existing 
registered trade-marks will still be protected. Traders 
will have a six months period of grace after the Bill 
is passed to sell the goods which they have already in 
stock. The Bill takes the opportunity to bring the 
penalties into closer relation with the present value 
of money. 


CURRENT LAW 


has been somewhat narrowly construed, partly per- 
haps because the cases turning on it were usually 
prosecutions. When a barber was prosecuted under 
it for shaving people on Sunday it was held that he 
was not a tradesman, artificer, workman or labourer 
(Palmer v. Snow [1900] 1 Q.B. 725). Ag to the 
words ‘other person whatsoever’ these were held in 
earlier cases to be cut down to refer to people of the 
same kind as those set out, under the ejusdem generis 
rule. 

Judge Caporn, sitting at the Nottingham County 
Court, held that the contract in the present case was 
obtained by misrepresentation and was also in 
breach of the Sunday Observance Act, 1677. He 
was upheld in the Court of Appeal on the mis- 
representation point but the Master of the Rolls 
expressed the opinion that an estate agent was not 
one of the persons hit by Section 1 of the Act. 


Contract Ousting the Court’s Jurisdiction 


Clauses in commercial contracts which require an 
unusually high standard of proof are not infrequent. 


i6, 


The effect of onè such clause was discussed in the 
Court of Appeal in E & D Thomas v. H S. Alper 
& Sons Lid (The Times, June 26th, 1953). ‘The 
clause read: 

_ ‘Proof of delivery will only be accepted when a 

delivery note is signed by the company’s receiving 

clerk.” ` 

The plaintiffs sent 350 metal boxes to the buying 
company under a contract containing this clause, but 
as the vanman could not find anyone on: the com- 
pany’s premises to take delivery, and the van was 
required elsewhere, the vanman left the boxes. out- 
side the premises. "The company refused to pay on 
the ground that it had not received. the goods and 
in any case was protected from liability by the clause 
quoted above. Judge Andrews, sitting in the Bow 
County Court, found as a fact that the goods had 
been delivered and gave the sellers judgment for the 
price. The company appealed. 

The Court of Appeal. held that, although as 
between themselves the parties might agree that 
the production of a signed delivery note should be 
a condition precedent to a claim for payment, if an 
action was brought they could not oust the ordinary 
jurisdiction of the Courts to hear witnesses and to 
decide the matter according to the ordinary rules of 
evidence. This decision would apparently apply 


equally to a condition that receipts for money are ` 


not recognized by the concern receiving the money 
unless they are on the concern’s official receipt forms. 


Sale of Unroadworthy Car Illegal 


Anyone who buys a car which is unroadworthy cannot 
be compelled to pay the purchase price. This is the 
effect of the decision of Mr Justice Streatfeild in 
Vinall v. Howard, reported in The Times last Tuesday. 
Section 8 of the Road Traffic Act, 1934, makes it an 
offence to sell a motor vehicle in such a condition 
that-the use thereof on the road would be contrary 
to regulations made under the Road Traffic Acts. 
The prohibition is absolute so that the seller commits 
the offence even if he did not know the vehicle was 
unroadworthy. The car in the present case being 
admittedly unroadworthy, His Lordship held that 
the seller was not entitled to enforce the cheque 
which had been given him in payment for it, since 
the whole contract was tainted with illegality. 


Contract: Frustration — Arbitration 


The plaintiff in Kruse v. Questier & Co Ltd (Solicitors 
Journal, April 18th, 1953) contracted to buy from 
the defendants Iragian barley to be shipped as to 
- half between September 1sth and. October erh, 
1951, and as to half between October 15th and 
November 15th, 1951, under a contract which pro- 
vided for arbitration in the event of dispute and that 
if fulfilment should be made impossible by prohibi- 
tion of export, the contract should be cancelled as 
to any part remaining unfulfilled. 
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Owing to the dry season in Iraq no barley could 
be shipped and the daté of shipment was extended to 
the end of December 1951 and January 1952 re- 
spectively. In December 1951, the Iraqi government 
prohibited the export of barley. The defendants 
Thaintained that the performance of the contract 
became impossible not later than August 31st, 1951, 
and thus that the contract was frustrated. They also 
asserted that as this was so, any submission to arbitra- 
tion was ineffective and the award made without 
jurisdiction. 

Pilcher, J., held that the question whether there 
was frustration was one which arose under the con- 
tract within the meaning of an arbitration clause and 
was thus a disputé which an arbitrator had jurisdic- 
tion to determine. Where the contract was treated 
as a subsisting contract until a dispute arose as to 
whether events had occurred justifying one party or 
the other in the contention that the contract had 
become impossible of performance, the point was 
one which fell within an arbitration clause providing 
that disputes arising out of the contract should be 
referred to arbitration. The observations of the noble 
lords in Heyman v. Darwins ([1942] A.C. 356) con- 
firmed him in this view. The award was thereforé 
binding. 

Breach of Foreign Contract: Damages — 


< Law Applicable 


In i Dr Almeida Aruajo Lda v. Sir Frederick Becker 
& Co Ltd (The Times, May 13th, 1953), Pilcher, J., 


found for the plaintiffs in their action for damages. 


for breach of contract, awarding. nominal damages of 
4os. The plaintiffs purported to sell palm oil f.o.b. 
Angola to the defendants which, as the latter knew, 


they would obtain from a third party. They accord- 


ingly entered into a contract with a Mr Mourao 
for the supply of the oil, which provided that if 
either party failed to complete he would pay the 
other an indemnity of 5 per cent of the total value. 
The defendants breached their contract and so the 
plaintiffs were unable to fulfil theirs with Mr Mourao, 
to whom they accordingly paid £3,500, which sum 
they now claimed from the defendants. The latter 
asserted that the law applicable was English, -not 
Portuguese. 

The learned judge found that the defendants had 
broken their coritract by not opening within reason- 
able time an-irrevocable letter of credit. He held that 
the loss suffered by the plaintiffs was clearly not 
foreseeable by the defendants and that under English 
law it would not be recoverable. In his view questions 
of remoteness of damage were governed by the 
proper law, while questions of quantification were 
governed by the lex fori. In this case the questie 
was, he felt, one of remoteness of damage, which wat 
to be determined by Portuguese law, under which 
the plaintiffs could recover. Inasmuch, however, as 
the plaintiffs failed in their duty to mitigate the loss, 
they could be given only nominal damages: ` 
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With the half-yearly bank ‘window dressing’ com- 
pleted, the gilt-edged market is looking a little firmer. 
A resumption of corporation borrowing has, if 


| anything, assisted in the market’s recovery. Some 
, selective support for industrial equities has been 


received to give home sections generally a firm 
appearance. Price movements, however, rather 
flatter the volume of business. i 


Ragusa Asphalte 

From the reprint of the consolidated portion of the 
accounts of the Ragusa Asphalte Paving Co Ltd, the 
company’s main problem is clear. There is a pressing 
shortage of cash, This has led the directors to take 
various decisions which are discussed later in these 
notes, but to fix the position clearly it is necessary to 
go back to March 1949, when building started on a 
new factory for the company. 

It was three months after a peak profit year, which 
had brought a group trading profit of £128,052, that 
building began. At the time the company had three 
factories manufacturing asphalt, all were out of date 
and uneconomical and one was threatened’ with 
demolition. The board -decided -as the chairman 
stated when reviewing the position last year — that 
one central factory was essential, equipped with 
modern plant capable of producing mastic, economic- 
alle and efficiently, preciscly to clients’ specifications. 

Construction of the factory was completed in 
August 1951, and six months later it was fully and 
satisfactorily mechanized. Meanwhile there had been 
a very severe change in trading conditions. In 1949 
trading profits were reduced to £96,354 and in 1950 
bad weather and growing competition meant a 
reduction to £59,434, while in 1951, with both these 
factors worsening, profits were reduced further to 
£30,757, and for the first time for fifteen years there 
was no ordinary dividend: 


Special Report 
It was when reviewing 1951 operations that the chair- 
man drew particular attention to the ‘paucity of 
available liquid resources’. The directors, he stated, 
were taking advice as to the best method of rectifying 
the position. If and when the desired result was 
achieved, the board would consider the possibility of 
compensating members for the dividend missed. But 


1952 brought no easing of the situation and again ` 


dividend has been passed. 

This brings us to the point which ‘Lex’ in the 
Financtal Times has deacribed as ‘somewhat disturb- 
ing’. The chairman, referring again to the shortage 
of cash, reports that: ‘After consultation with our 
larger shareholders, Messrs Deloitte, Plender, Grif- 
fiths & Co were instructed to make a report upon the 
affairs and management of the company. This they 
did. Their report suggested various ways in which the 
organization of the company could be improved and 
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the necessary are being taken in this regard. 
‘It -has ta g desirable before raising further 
capital,’ the chairman continues, ‘to wait until the 
benefit of this reorganization begins to show itself 
and there is real evidence of expansion in major 
construction work. In the meanwhile the board have 
agreed to. the formation of a committee representing 
the larger shareholders.’ : 


Large and Small 
The ‘somewhat disturbing’ point is that certain 
shareholders in the company should have been given ~ 
and apparently are to. continue to receive — informa- 
tion concerning the company’s operation which is not 
disclosed to the general body of members. Larger 
shareholders were consulted before the special in- 
vestigation into the affairs and management of the 
company was carried out and the committee repre- 
senting the larger shareholders will, it must be 
assumed, be given the information the accountants’ 
report contained. It is not suggested for one minute 
that the company has anything to hide. The set-back 
in earnings is to a considerable extent outside the 
company’s power to control and the position would 
in all probability have been worse had not the policy 
of concentration at the new works been followed. 
But when the time comes for new capital to be raised, 
small as well as large shareholders may well be called 
upon to participate and both should be equally well 
informed. The annual meeting of the company is 
being held next Monday, July 6th. Perhaps smaller 
shareholders attending the meeting will learn more 
then. 
Money Market 


Treasury bill applications totalled £327,370,000 on 
June 26th, £22,775,000 less than the previous week. 
Maintaining the bid at £99 8s ad-the market obtained 
66 per cent of requirements. The average discount 
rate was fractionally lower at £2 7s 3-75d per, cent. 
This week’s offer is £250 million with corresponding 
maturities at the same level. 





RAGUSA Ho TALTE PAVING AONAN a Tae 
. D ITS SUBSIDIARY COMPANIE 


Schedule of Fixed Assets 


























1951 1952 
£ £ £ £ 
i pea Buildings at cost ` 6,940 6,941 
Less Provision br Depreciation 694 LOAI 
6,246 5,900 
Leasohold Buildings at cost 068 86,406 
Provision for Depreciation 9,717 10,022 
a 78,57 | 
Plant and Machinery at cost .. 160,498 ~ 176,620 
Lass Provision for Depreciation «- 62, 72,283 
oon 98,496 104,337 
Furniture, Fixtures and Fittings at cost 6,991 7,168 
Less Provision for Deprectation .. 3,703 4214 
see 3,288 2,954 
Transport Vehicles at cost 23,275 R 
Less Provislon for Depreciation 14,815 a460 17,731 
Premium on Lease 4,210 4,210 
Amount written off 301 40 
—— 3,909 —— 3,809 
£198,770 £201,889 
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RAGUSA ASPHALTE PAVING COMPANY LIMITED 
S Comsolldated Balance Sheet 
December 3/ xe, 
1951 ; 
£ t £ 
Capital, Reserves and Undistributed Profits 
Share Capital, Ragusa Asphalte Paying Co Ltd: 
Authorized and Issued: 
150,000 ,000 Shares of 10s each, fully pald .. is Si es ei Së Si CR 150,000 
Capital Reserve: 
27,723 As at December Jist, 1951... ra Sé GE Ss d bs a ae i SN 27,723 
General Reserves 
57,433 Ar at December 31st, 1951 .. é ae Së si Së Ge de SE 101,913 
44,041 Add fo) Profit on Sale of Trade Investments ak Zo Ze wé a Ce KE 
439 b} Transfer from Reserve of French Subsidiary |. ae a e ës EN SS 495 
101,913 102,408 
Reserve for Futurs Income Tax 
1,989 One quarter of 1952-53 and all 1953-54 Assessments)... Ze hia Gs Ze Si 1,353 
Profit and Loss Account 
109,163 Ragusa Asphalte Paving Co Ltd, balance per eer Account .. a £151,598 
765 Undistributed Profit on Subsidiary Companies... e fe a 748 
109,928 K 112,346 
2,695 Less Accrued Loss on one Subsidiary .. di sx de Sa gé 3,217 
107,233 E 109,129 
211,135 ma 212,890 
388,858 390,613 
939 Interest of Minority Shareholders In Capital and Undistributed Profle, of’ Subsidiary ‘Companies | ue LI 
Current Liabilities 
156,004 Amount due on Trade and Other Accoun GH F D T sie ie Co sé ei 145,778 
68,039 Bank Overdraft (seo note |) vie oa Ca Së D va a an Së P 392 
29,648 Taxation Se sy k si we s? D Sé Ss oe Ss Sé on Gë 11,876 
253,691 240,046 
Du The Securities somprising the, the E s Trade investments are held by the Company’s 
Bankers as security for the verd 
(2) The Fixed and Current Assets aa Liabilities of the Company's French Subsidiary have been 
converted Into sterling at the current rates at December 3! st, 1951 and 1952, respectively. 
£643,488 £631,781 
RAGUSA ASPHALTE PAYING COMPANY LIMITED 
a Consolidated Profit and Loss Account 
December 31st, R 
1951 
£ ' £ £ 
7,758 Staff Su rannuatlon Fund Premium .. kä pi wi Me Ze oh 7,800 
14,854 Depreciation of Buildings, Plant, Machinery, ate. ‘i os ais SE SS Sé is Se ES 17,638 
8,145 Net Profit for the year before Taxation, carried down Za we on SA ee véi Sé Ss 8,323 
£30,757 £33,761 
— Provision against Advances to a Subsidiary In an Earlier Year -> .. pre E sy Hi at dy 1,844 
Provision for Taxation, based on Profes: for the Gurrent Yoar 
3,961 Income Tax .. Ge at nie agg ee Së Ee SS Së T Di 3,862 
1,041 Interest on Profits Tax A DÉI . DÉI ee DÉI DÉI DÉI D as 9 
5,002 - 3,871 
189 Proportion of Profits of Subsidiary Companies attributable to Minority Shareholdings therein ia ie 182 
Balance for the year 
530 Profits carried forward by Subsidiary Companies 1,365 
Avallable for appropriation by Ragusa Asphalte Paving Co Lnd - carried to Profit and Loss # Appropriation 
7,238 Account .. DÉI DÉI DÉI ‘ Es 2,435 
HCH 3,800 S 
{779 Less Loss carried forward by one Subsidiary Company .. A ba pi a Gh 8 1374 
5,989 — 2,426 
£11,180 £8,323 


Profit and Loss Appropriation Account of 





December 31st, 
1951 


£ 
109,163 


£109,163 


Balance proposed to be carried forward ~as per Balance Sheet .. os Deg 


£ 
111,538 


£111,598 
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i) 
AND ITS SUBSIDIARY COMPANIES 
December 31st, 1952 
~ December Ilst ` 
| 1951 
. £ X € £ 
i Asoats ~~ i S 
' Freehold and Leasehold Buildings, Plant and Machinery, Furniture and Fittings, and Transport Vehicles: 
290,002 At Cost or, In the case of the French company, as valued by Directors at Pacem ber le: Va 307,58! 
f 91,232 Less Provision for Depreciation (as per Schedule) Di Ke t 105,692 i 
, 198,770 ` i ——— 2 
Montrottier Concession: 
‘ i At net Book-valua (July Ist, 1948 e l 
l 7,665 Goodwill of Subsidiary Companies at 7,665 
542 Preliminary Expenses of Subsidiary Companies ` ES m te š 542 
' Trade Investments produc cod, — Editor) 
' (a) Holding at E Blet, 1951, as valued Directors at December 3ist, 942 ae 34,524 
: (Market Value at December 2ie, De 216) S 
| Less Book Value of Shares sold .. m Sé ké wa ae 3,831 
Holding at December 31st, 1952 (Market ES December 3ist, 1952 — £81,164) 30,693 
=." (b) At Cost £63 
ya - ~ (Less Amount realized) plus additlontė ES kd 
l ECH 142 ` 
, _ 30,835 
Total 240,952 
ae Current Assets 
' Stocks on hand, at or under cost 47,753 
` Work in Progress (fess amounts recelved on account) ‘at estimated contract prices 3 cartified by tha 
| 173,731 Managing Director (57,435 
Amounts due on Trade and Other Accounts (Including | payments ta advance and dividend 
i 174,212 . recelvable) d £192,395 
(6,154) Less Provision for Discounts and Doubtful Debts (E aie 11,942. 
i 168,058 ; ` —— 180,453 
d 14,658 Balances at Bankers'and Cash In hand E? D 5,208 
i) D 
, 401,923 ; — 390,849 
: H. M. HANNAY 
l P, W. FARLEY } Directors 
i £643,488 £631,781 
i AND ITS SUBSIDIARY COMPANIES 
1 Year to December jiet, 1952 
December 3lst, 
i 1351 hes 
25,009 Profit on Ero after EE ee of sora hala maintenance Purine Pant one SE 23,411 
5,748 Dividend pany .. . e 5,918 
— Profitt on la ol Go Trade Keen durin the year . 4,432 
— Fees and Salaries of Directors of Ragusa Asphalte Paving Co Led, in respect of the management of 
A the Company and Its SKS have been charged as under; 
D R £ 
7.759 . Salaries .. S Ze is xe aa Ké SS 7,750 
i £30,757 £8,465 £8,450 £33,761 
F F 
aii 8,145 Net Profit for the year before Taxation, endo, SS. 2 . . 8,323 
| 
3,035 Provision for previous Jax ati ‘ro longer required We 
o hais n whl the provisions for depreciation have been calculated In the case of Leasehold 
Buildings Gel Piane M inery has basn modified during this year. Cost of Leasehold Buildings have been provided 
à over the term of the lease and no provision has been made for plant not yet in use. 
ra 
we 
£11,180 a“ £2,323 
KÉ Asphalte Paving Company Limited 
= 
December 3/st, 
‘ ee £ 
7,238 Balance for the year, avallable for BECK by Ragusa Aaphalts Paving isi Wee a men Sé EN Profit 
i and Loss Accoun Ze 2,435 
ee 401,925 Balance brought E E ‘from last year Ss 4% Gi Së os eg D eh Se . . 109,163 
i. £109,163 £111,598 
H 
i 
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CORRESPONDENCE, 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed, 


. ‘Accounting Principles’: 
de 4 Historic Costs Defended 
SIr, — I should like to express my thanks to Mr 
Briscoe for his article ‘Replacement profit is false’ ` 
(June 6th issue) which was especially welcome at a 


` time when. many accountants are obsessed with the 


idea of reforming accounting principles owing to 
inflation. 

It was fortunate that Professor Baxter’s article on 
‘Accounting principles: the conflict in current theory’ 
came the following week, as he takes the opposite 
view, and these points occur to me: 

‘There is no virtue in change for the sake of change, 
as Professor Baxter seems to imply, and there is no 
justification for the use of the word ‘liberal’ in 
describing his fellow-believers. 

Surely the chief interest of shareholders in the 
balance sheet is to see how their capital has been 
used, and what the going-concern value of the under- 


` taking is, which can only be shown by the historic 


e 





cost basis. 

I doubt if Professor Baxter really believes that the - 
example he gives of the treatment of plant and 
depreciation on the revaluation basis would be of 
more benefit to shareholders; it must be barely 
comprehensible to most accountants! The information 
contained therein is, of course, of great value to 
management, but ought not to be published, and is 
not balance sheet material. 

The use of standard costing certainly does not 
prove that historic costs have failed to do their jab, 
it merely proves that the field of historic costs is 
limited to the truth about the past, estimates about 
the future being beyond its province. 

If a firm buys goods for £1,000 and sells them for 
£1,500, a profit of £500 has been made, irrespective 
of the time-lag and the depreciation of the pound. 
Professor Baxter contends that a price increase of 


50 per cent would cancel out this profit; but when it ` 


1s considered that had the £1,000 been retained as 
cash the firm would subsequently possess £1,000 as 
compared with the £1,500, it is obvious that £500 
SH has in fact been made by the purchase and 

e, i 

To carry Professor Baxter’s theory to its extreme, 
depreciation should be written off cash in the balance 
sheet, which is absurd. Furthermore, if a company 
could claim that an orthodox profit were eliminated 
by increased prices of replacing stock, it seems 


7 Des MK fie 











-used to measure real values, and to attempt to 


achieve this is to forget the fundamental nature of 
the functions of money. ` 

It must be restated that there is no flaw.in the 
tried: and trusted methods, and the solution to the 
problem lies not in falsifying accounts and doctoring 
accountancy procedure in order to deceive our 
legislators and the public as to the extent of profits, 
but in adapting the taxation system to take inflation 
into account, and to ensure that the government and 
the interested public are fully aware of the dilemma 
of plant and stock replacement, and the economic 
effects of high taxation. We must not, in other words, 
show profits as being, in monetary terms, smaller 
than they really are, or non-existent where they have 
been made, but must emphasize the need for tax 
relief for replacements of plant and stock in a period 
of inflation, and explore the relationship ‘between 
taxation and inflation and their effect on the economy. 
The taxable profit of a company is by no means its 
real profit, and the true profit as shown by orthodox 
accounting methods, ignoring replacement cost, 
ought to be the published profit figure, even though 
cost replacement be recognized in some degree for - 
taxation purposes. e 

To hide profits by introducing real values into 
financial accounts would only spread confusion and 
arouse suspicion in the breasts of the advocates of 
high taxation. R 

In concluding may I point oùt that if professional 
bodies issued no recommendations there would be 
no uniform system of accounting, and the result would 
be chaotic, some companies would adopt one method 
and some another, thus. making comparisons useless. 
Provided recommendations are reviewed periodically, 
and do not set up to be infallible, they must be a 
good influence. 
Yours faitbfully, 
Upminsior, Essex. ` : G. W. REED. 


Accounting for Inflation 
Sr, - I have read "Ehe varying shades of opinion 
regarding ‘replacement ‘accounting’; ‘accounting for 
inflation’ and now Mr Bris@se’s article on the correct- 
ness of orthodox accounting? I feel that there has 
been a lamentable lack of thoupht regarding the 
real issues involved. R 


If the unit of length measurement TINE foot SS 
were to vary from month ro month, even day (og 
hate: Oita aT a te et os |i g X WC 











` 
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. The pound sterling is a unit of measurement in 
exactly the same way. The persons concerned with 
accounting should devote their energies to persuading 
the government that a stable value for the pound 
must. be made and that value must be based on 
production, i.e. the general level of prices must re- 
main constant. Only in this way can the problems 
of business, pensions, taxation and accountancy be 
solved, `: ` , : : 
Please, sir, some commonsense! 
Yours faithfully, 
; A. J. NIELSEN. 
GC Chartered Accountant. 
Hainault, Ilford, Essex. 


‘Replacement Profit is False’ 
Sm, — Mr H. A. Briscoe in his article in your issue of 
June 6th concludes from an example (page 672) that: 
‘Hence the income generated by the creation of 

-the wealth was exactly spent on consuming it.” 
This is what the advocate of replacement cost 
accounting would claim should be the case in the 
circumstances outlined, but it is certainly not true 
of the example given. The income generated during 
the period was in fact as follows: 

(a) Paid out to factors of production, other 


than as profits: £ 

On goods produced and sold 186 
On goods produced but remaining 

, ` unsold D Sé Za 20 
200 
(b) Reported as profit - ge bis ste 19 
(c) Total income generated .. 219 
(d) Compared with consumption at selling . . 
price of .. E ae E .. £209 


It is because the income generated (as computed on 
orthodox lines) exceeds the value at selling price of 
the goods produced that ` 

‘after saving part of our income we are no better off 

in real terms’ (page 672). 

Savings can be defined in different ways. On the 
basis used in national income statistics they comprise 
-to use Professor Paish’s terms — both ‘money to 
lend’, i.e. voluntary savings and ‘money to spend’; 
‘money to spend’ rises in times of inflation, and hence 
part of total savings in national income statistics in 
most post-war years can be said to be inflation- 
produced. It is not helpful in Mr Briscoe’s context to 
say (page 673) that 

‘the value of the equipment and stocks lying in the 

pool, represented in our simple case by overdrafts, 

are necessarily equal to savings’, 
since some of the savings in question may not be 
voluntary savings. To compute income at a figure 
in excess of the selling value of production may lead 
to excessive spending which will tend to create 
inflation and hence lead to inflation-produced savings. 


THE ACCOUNTANT 


O pT - 


It is still insufficiently realized that borrowing from 
the banks on overdraft can be inflationary, e.g. if 
borrowings are high and voluntary savings low; if 
this is not so, why is there concern to keep bank credit 
within limits? 

On a replacement cost basis, Mr Briscoe’s example 
would be set out as follows: 


; £ Units £ Units 
Opening equip- Consumption 
ment and stocks ro 10 (sales) .. ++ 209 100 
Outlay on pro- Closing equip- 
duction .. 200 100 ment and stock 20 10 
Provision for 
higher replace- 
ment costs of 
equipment and 
stocks .. i Lo ~ 
Proft .. Gs 9 

Zaan 110 £229 o 


On this basis, income generated is £200+-{9 =£209, 
i.e. equal to the value of production at selling price. 

It would take too much space to comment on the 
many other questions raised. The point at issue is 
clearly a difficult one, as evidenced by argument 
covering a period of ten years or so. There have, 
however, been-books written to ‘establish the truth’ 
(page 676) of the replacement cost method, including 
one by the present writer. ` 
Yours faithfully, 

K. LACEY. 

Cheam, Surrey. a ` 


Co-ordination of the Profession ` 


‘Sr, -I do not agree that ‘practising’ and ‘non- 


practising’ accountancy have but a small common 
base and suggest that present efforts at co-ordination 
are being made at the most difficult end, in that 
attempts are being made to draw together members 
who have from the start ‘grown away’ from each 
other. Would it not be more profitable to start with 
new entrants and delay this divergence by the insti- 
tution of a common ‘primary’ examination to replace 
the intermediate examination? 

I am aware that this would involve a considerable 
adjustment in order to transfer the specialist subjects 
to the final examination, and would mean that the 
passing of the first examination would not take the 
candidate so far along the road of a particular branch 
of the profession. 

The position on qualifying, however, would be 
unaffected. and the benefits to the profession as a 
whole would I suggest be inestimable since the very 
existence of common ground could be a considerable 
step towards a united profession which could surely, 
by its single voice, obtain statutory recognition. 
In the meantime, any strengthening of the bonds 
between the various bodies by means of mutual 
membership must surely act to strengthen the pro- 


fession as a whole. . 
Yours faithfully, 
E. R. KERMODE. ` 
Liverpool I2. : : 
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Sm, — I have read the varied correspondence on this 
subject with considerable interest and I fail to see 
why a solution to this vexed problem cannot be 
speedily achieved. Surely the following suggestions, 
if carried out, would close the ranks as it were and 
eventually bar all ‘quacks’ from practising. 

(a) A fourth body to be formed, enjoying full 
statutory recognition, from the remaining smaller 
bodies at present in existence and bringing in all non- 
qualified persons who are in practice on a given date. 

(6) No other persons to be admitted unless they 
have passed the examinations of the new body and 
also satisfied the requirements laid down as to 
eligibility, i.e. professional experience, character, etc. 

(c) No person, as from that date mentioned in (a), 
to be allowed to practise as a public accountant unless 
he is a member of one of the recognized professional 
bodies. 

Ad ation for the members of the new pro- 
SE could be ‘registered accountant.’ 

Yours faithfully, 
AUDIT CLERK. 


Co-ordination of the Profession: Secretaries 


Sm, -I have read with interest the correspond- 
ence in your columns during recent months relating 
to the structure, and suggested co-ordination, of 
the profession, and I think that a word on behalf 
of ‘qualified secretaries, many thousands of whom 
must be regular readers of The Accountant, is long 
overdue. 

Although logically, the two professions are distinct, 
they are nevertheless so closely allied, and in practice 
accountants and secretaries so frequently invade each 
others’ territory, that any legislation affecting the 
one without providing for the other would appear 
to be unthinkable. 

The Companies Act, 1948, in no way precludes 
chartered or incorporated accountants from appoint- 
ment as secretaries; what I therefore advocate is 
that there should be a special provision in the 
Companies Act providing that chartered or incor- 
porated secretaries, having obtained the requisite 
experience in the offices of practising accountants, 
should be eligible for appointment as auditors. 

A very practical suggestion would be that Section 
161 (1) (b), be amended by the addition of the words 

‘and possessing other recognized qualifications’ after 
the words . . . ‘member of a body of accountants 
recognized for the purposes of the foregoing para- 


graph’. Yours faithfully, 
CHARTERED SECRETARY. 
Co-ordination of the Profession: 
Accountants’ Clerks - 
SIR, —Anent the correspondence ‘Unqualified 


accountants and co-ordination’, I feel the suggestion 
of co-ordination as advanced by Mr Arthur J. Shaw 
in your issue of June 27th, has definite future 
possibilities. 


Lé 
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There is, however, one point which Mr Shaw. 


and other correspondents have appeared to overlook 
and that is the question of the position of accountants’ 
clerks in any scheme for co-ordination. 

If the profession becomes a closed one I would 
suggest a secondary scheme becomes a necessity 
whereby the status of an accountants’ clerk receives 


_ some recognition. From personal experience of the 


profession, extending over twenty years, the two main 
outlets for a clerk who fails to qualify are: 

(1) to leave the profession in some disgust and 

seek a more remunerative occupation; 

(z) to remain in the profession and ‘graduate’ as an 

unqualified senior. 
There are also those clerks who, having obtained 
some accountancy experience commence to practice 
and to quote Mr Shaw, become ‘part-time dabblers 
of limited abilities’, and it is in this latter sphere where 
a great deal of damage has been occasioned the 
profession. 

From the remunerative ‘angle I feel that some 
acheme would have to become operative whereby, 
should a clerk have remained loyal to his employers 
over a fixed period or period of years, he should be 
suitably rewarded. 

In other words, if you are to have a closed profession 
it must be prepared to accept certain obligations to 
the employees who assist its practising members. 

May I live to see the day when every persevering 
senior audit clerk (qualified or unqualified) enjoys the 
remuneration, pension scheme and status of his 


somewhat SES number, the senior bank clerk! . 


Yours faithfully, 
TIP-TOES. 


Receipts in Advance of Payment 
Sir, — It would be of interest to learn the views of 
your readers as to what additional checks should be 
imposed where the practice - common to solicitors, 
insurance companies, liquidators and others — of 
demanding a receipt before payment is in use. 


ae ` 


wd 


The danger of misappropriation appears to be ` 


great since in many cases the recipients of legacies of 
distributions by liquidators, and of policy moneys are 


not necessarily business-minded. Having completed - 


and returned the form of receipt they may not 
then be aware should the sum which they receive 
differ from the amount for which they have signed. 

In the case of liquidation distributions, the 
practice appears to be designed so that the share- 
holder, having signed in advance a form of receipt 
inseparable from the notice of distribution, and having 
surrendered the share certificate, shall have no 
record of either his shareholding, the proposed 
distribution or the name and address of the liquidator 
unless he has the foresight to make a note of these 
particulars. The certainty that the shareholder will 
notice any short payment is therefore removed. 
Since this could presumably be covered by an 
unauthorized variation of the endorsement to the 
certificate. 
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_ Furthermore the frequent use of this form of pre- 
receipt, as for example in a solicitor’s office, would 


- appear to facilitate the temporary borrowing of 


money by delaying the payment of the sum covered 

by the receipt until a similar pre-receipt is obtained 

in another matter. In the meantime what are 

apparently valid receipts can be produced to vouch 
e payments. 


I should be glad to have the views of your readers as 


` to whether it is ever proper to give a form of receipt 


for money which has not in fact been received, 
whether such a pre-receipt requires a twopenny 
stamp and in view of the fact that such receipts 
are commonly signed, what additional precautions 
should be employed i in the audit, where the SSES 
is in use, 

Yours faithfully, 


London, W4. T. G. FORESTER. 


The Rule of the Road 
Sir, - I must correct an error made by your cor- 


respondent, Mr Stanley Blake Reece, in his letter 


published in The Accountant of May 16th, 1953. 
The rule of the road in Argentina is now on the right 
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and has been so for at least seven years. The change- 
over was made from one day to the next, and although 
in the city of Buenos Aires, where the greatest 
concentration of traffic in the Argentine is to be 
found, a large number of motorists stayed at home 
on the first day for fear of traffic accidents, it was 
remarkable how little confusion resulted. Within 
one week everyone was driving on the right as if they 
bad done so all through their lives, excepting for 
horse-drawn traffic. As regards the latter, the horses 
had it firmly in their heads that they should keep to 
the left Sei they persisted. in doing-so unless their 
drivers kept a close eye on them. 

My feeling is that if the majority of countries in 
Europe and the North American continent- the two 
greatest concentrations of motor-car users — keep to 


-the right, it would be common sense for the British 


to change to the right also, without being accused of 
‘going American.’ 
Yours faithfully, 
W. E. S. HEATH, 
Sub-Manager and Controller, 
FABRICA ARGENTINA DE ALPARGATAS. 


Buenos Atres. 


TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


Stokes v. Bennett 
In the High Court of.Justice (Chancery Division) 
May 21st, 1953 
(Before Mr Justice Upjoun) 
Income-tax — Annual payment — Maintenance order in 
divorce suit — Payer resident abroad — Payer having no 
income subject to United Kingdom tax — Whether 
recipient assessable — Customs and Inland Revenue Act, 
1888, Section 24 (3)-Income Tax Act, 1918, 
Schedule D, Case II; General Rules 19, 2x — Finance 
Act, 1927, Section 26 — Finance Act, 1941, Section 
25 ~ Finance (No. 2) Act, 1945, Section 20. 

In 1938 the appellant obtained in the United 
Kingdom a decree of divorce from her husband, 
and an order was made that the husband was to pay 
during their joint lives and until further order 
maintenance at the rate of £22 a month free of tax. 
The husband, who was resident abroad, and who 
had no income subject to United Kingdom income- 
tax, made the payments under the order. 

The husband did not render any accounts of these 
payments pursuant to General Rule 21, and assess- 
ments were made upon the appellant in respect- of 
the sums received by her. The Special Commissioners 


confirmed these assessments on the ground, that the ` 


sums received by the GEES were untaxed income 
in her hands. 
Held, that the fivsbanid had paid the appellant 


the net amounts under the order after deduction of 
income-tax; and that there was no power to assess 
the appellant. 


Burlah Trust Ltd v. C.LR. 
Halbur Trust Ltd v. C.1.R. 
In the High Court of Justice (Chancery Division) 
May rgth, 1953 

(Before Mr Justice Upyoun) 
Sur-tax — Undtstributed income of company — Appor- 
tionment — Ability Zo secure application of income or 
assets — Apportionment to holder of small interest in 
company — Whether t valid — Whether 
apportionment appropriate — Finance Act, 1922, Sec- 
tion 21 — Finance Act, 1938, Sections 38 (3), (A); 
40 — Finance Act, 1939, Section 15. 

The first appellant company was incorporated in 
1937 and the controlling shares were allotted to Mr 
Burston who entered into a deed of covenant with 
the company to pay to the company such a sum as, 
after deduction of income-tax, would be equal to 
three-quarters of the amount of the net dividends 
received by him from Houndsditch Warehouse Co 
Ltd. Mr Burston made a payment of £78,945 under 
the.deed of covenant, and on the same day the com- 
pany lent Mr Burston £79,000 at 4 per cent interest 
without security. In 1938 the company’s capital 
was EE so that the voting control of the 
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company was attached to 20,000 deferred ordinary 
shares of 1s each, and these shares carried the rights 
to almost.the whole of the assets and income of the 
company. These shares were allotted to the trustees 
of a settlement created by Mr Burston in favour of 
his children. 


The directors of the company were Mr Halperin. 


and Mr Baker, an incorporated accountant. Until 
August 1946 the trustees of the settlement were 


Mr Rutherford, a chartered accountant in the same - 


firm, and Mr R. Lewis, a solicitor. No interest on 
the loan was paid by Mr Burston, and in August 
1939 the interest was waived by the directors of the 
company. In March 1941 the loan was repaid in the 
course of a sale by Mr Burston to the company of a 
large holding of ordinary shares in Houndsditch 
Warehouse Co Ltd. No further payment of interest 
was made. 

Directions were made on the company in respect 
of its undistributed income, and the whole of the 
income was apportioned to Mr Burston pursuant to 
Section 15 of the Finance Act, 1939. In an appeal 

i the apportionment the’ Special Commis- 
sioners decided in favour of the company and dis- 
charged the apportionment, but on a re-hearing by 
the Board of Referees the apportionment was 
restored. In the High Court it was contended that 
the evidence did not support the Board of Referees’ 
decision that the case was within Section 15; and 
that the Board of Referees had not exercised their 
discretion to make such an apportionment ‘as 
appears to them to be appropriate’. 

The facts in the case at the second appellant com- 
pany were approximately the same. 

Held, that it was not clear whether the Board of 
Referees, in considering whether the directors or 
other persons having powers or rights in the com- 
pany were likely to act in accordance with Mr 
Burston’s wishes, had drawn.that inference wholly 
from relevant facts; that it was unclear whether the 
Board of Referees exercised their discretion as to the 
amount, if any, to be apportioned to Mr Burston; 
and that, therefore, the stated case should be re- 
mitted td the Board of Referees for these points to 
be reconsidered. 


C.LR. v. Universal Grinding Wheel Co Ltd 
In the High Court of Justice (Chancery Division) 
May 7th, 1953 
(Before Mr Justice Upyoun) 

Profits tax — Distribution — Redemption of preference 
shares — Premium on redemption — Amount applied in 
reducing share capital — Companies Act, 1929, Sec- 

tion 46 — Finance Act, 1947, Sections 30, 35, 36. 
The respondent company issued preference shares 
of £1 each, which were redeemable at a premium of 
7s a share. In 1947 the company redeemed the shares, 
and did so partly by an issue of new capital and 
partly by the application of profits. The premium of 


7s a share was paid out of profits. 
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The appellants contended that the only amount 
that had been applied in reducing the company’s 
share capital for the purposes of the proviso. to 
Section 36 (1) of the Finance Act, 1947, was {1 a 
share; while the company contended that the whole 
27s had been applied in that way. The Special Com., 
missioners decided in favour of the company. 

Held, that the Special Commissioners’ decision 
was correct, 


In re Cunliffe-Owen 
In the Court of Appeal 
May rath, 1953 
(Before THe MASTER oF THE RoLLs (Sir RAYMOND 
EversHED), Lord Justice DENNING and Lord Justice 
ROMER) 

Legacy duty ~ Abolition of duty ~ Determination or 
failure of interest - Event affecting right to legacy - 
Interest of residuary legatee- Whether assent to dis- 
tribution an event for this purpose — Legacy Duty Act, 
1796, Section 2~ Stamp Act, 1815, Schedule III - 
Finance Act, 1947, Section 49 — Finance Act, 1949; 
Section 27. 

The testator, who died on December 14th, 1947, 
left the residue of his estate as to half to a stranger in 
blood absolutely, and as to the other half to be 
divided between his son and his two daughters, the 
son taking three-quarters of the half, and the two 
daughters the other quarter equally between them. 
The half of the residue that was left to the stranger 
in blood attracted legacy duty at the rate of 10 per 
cent and the additional duty of ro per cent imposed 
by Section 49 of the Finance Act, 1947; and the rate 
of duty on the other half of the residue was 2 per cent. 

The appellants contended, however, that no legacy 
duty was payable in respect of the residue or, at 
any rate, in respect of that part which had been 
distributed since July 30th, 1947, or would be dis- 
tributed in the future. This claim was based upon 
Section 27 of the Finance Act, 1949, which abolished 
legacy duty in the circumstances described in the 
section. It was contended that during the period of 
the administration of the residue, a residuary legatee 
had only an expectancy, and that, therefore, when a 
distribution out of residue was made, an estate or 
interest, which previously existed in the executors, 
‘determined’ within the meaning of Section 27 (2) 
Oe the Act of 1949. Alternatively, it was contended, 

en the executors assented to a distribution out of 
residue, an event occurred within Section 27 (2) (e) 
of the Act, which ‘affected’ the right of the residuary 
legatee. 

Held, that the title of a residyary legatee i in the 
residue existed from the item of the testator’s death, 
and that no estate or interest of the executors in the 
residue determined when a distribution out of residue 
was made; that an assent by the executors to assets 
of the residue vesting in the residuary legatees was 
not an ‘event’ within the section; and that, therefore, 
the residue was not exempt from legacy duty. 
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ANNUAL CONFERENCE AT FOLKESTONE: 


The annual conference of The Association of Certified 
and Corporate Accountants opened at The Grand Hotel, 
. Folkestone, last Saturday and continued until Wednesday 
of this week; there wes also an extension programme for 
Thursday and yesterday which gave members and guests 
opportunities for seeing places of interest in Kent and 
attending a reception given by the Council of the Association. 

The two papers presented at the technical sessions last 
Monday afternoon are summarized below, and the paper 
given on Tuesday morning by Mr R. Sproull, C.A., F.C.W.A., 
13 reproduced elsewhere in this issue. 


Banquet 
e 
i 


In the first session last Monday afternoon, Mr C. W. 
. Holroyd Sergeant, M.A., A.C.A., companies editor of the 
` Financial Times, in an address entitled ‘Some thoughts on 
| shares of no par value’, gave a warning that the examination 
, of the merits and demerits of the no par value share must 
` not become buried in political arguments. Far too much 
_ Play has been made in the past, he said, on the fact that a 
share having a nominal value is a much misunderstood 
term, that it leads to a misconception of risk capital and the 
, belief that capitalist shareholders receive extortionate 
| dividends, But the very term ‘nominal value’ is itself a 
, warning. Misrepresentation of the role of capital in industry 

will not be stayed merely by a change of name and attention 
| can easily be diverted from dividend rates to profits. 


The speaker then outlined the history of the attempts . 


, to secure legal recognition of the no par value share, 
| culminating in the setting-up of a Government committee 
' in October last. The Government clearly considers it 
| essential to know how the system works in other countries. 
In America no par value a were introduced in 1912 
' and about half the public companies there have adopted 
: the no par value system, Canada, Belgium and Italy have 
| also adopted the system. : 

' It is contended that no par value shares make fraud 
easier but there is little evidence of that, also that the 
: declaration of dividends in terms of money per share might 
lessen unwarranted clamour from the opponents of 
capitalist finance. But dividends can be so declared at 
| Present. 





J-P., FA.C.C.A., received the many members and guests 


who attended the Conference banquet at The Grand Hotel, | 


on Tuesday evening. ` 

The toast of “The Borough of Folkestone’ was proposed 
by Mr Cecil A. Newport, F.a.c.c.a., @ member of the 
Council of the Association, and His Worship the Mayor of 
Folkestone responded. 

His Honour, Judge John Neal, M.C., proposed the toast 
of "The Association of Certified and Corporate Accountants’ 
and Lord Latham replied. The toast of ‘The Guests’ was 
prepesed by Mr W. Macfarlane Gray, F.a.C.c.a., Vice- 

resident of the Association, and the response was by 
Mr C., Percy Barrowcliff, F.8.a.a., President of The Society 
of Incorporated Accountants and Auditors. 


Shares of No Par Value 


Logically the no par value balance sheet would consist 
merely of a statement of assets and Jiabilities giving a net 
asset value of the no par value shares in issue stated as a 
footnote. But would that give the investor a figure of real 
value? In the opinon of Mr Sergeant the average share- 
holder would find it more confusing than ever. 

Safeguards would be necessary against the issue of no 
par value shares at any price the company thinks fit; 
against the danger of paying dividends out of contributed 
sums and of harming existing shareholders by issuing 
shares at low prices. No par value should not be forced on 
existing shareholders and, before any change is made, 
investors should fully understand all that the change means 
and implies. ` 

Finally, Mr Sergeant summarized the submissions 
already made to the Gedge Committee. Of the accountancy 
bodies, the Association are in favour, with safeguards, 
while the Institute and the Society seem to lack strong 
views on the subject. The Chartered Institute of Secretaries, 
the spokesmen of the institutional investors, insurance and 
trust companies, the Chambers of Commerce, the Fed- 
eration of British Industries and the National Union of. 
Manufacturers are all apparently in favour; only the 
Trades Union Congress actively oppose the system, There 
has, however, been little sign that the small investor is 
anxious for a change. Is there sufficient real advantage 
in the no par value share to justify disturbance of his present 
apparent content? 


| Estate Duty and Family Businesses 


In the Second afternoon session last Monday, Mr F. W: 
' Smith, F.A.C.C.A., F.C.1.8., A.I.B., gave an address entitled 
! Estate duty and the family business.’ The speaker firstly 
‘summarized the estate duty provisions: the types of property 
chargeable, aggregation and the rates of duty. He then gave 
‘two practical illustrations of the effect of these provisions, 
‘demonstrating in particular that the valuation of assets for 
iduty purposes is all-important. 

In the case of quoted shares the value to be taken 
jis the price quoted on the day of death. With regard to 
‘unquoted securities (not including shares to which the 
Finance Act, 1940, applies) sales at arm’s length reasonably 
near the date of death are normally taken as the basis of 
valuation. When there are no such sales, the valuation is 
generally based on yields. If, however, there is a wide 
discrepancy between dividends and yields the estate duty 





office may well hold that primary regard should be paid to 
earnings. S 
The ‘one-man’ business and, generally, the share of a 
artner, must be valued on a going-concern basis, account 
Peing taken of any goodwill. The advantages of converting a 
business into a company have, however, resulted in an 
increasing number of private limited companies of which 
there are now roughly a quarter of a million. 

Section 55, Finance Act, 1940, deals with the valuation of a 
company’s shares by reference to the value of its assets and 
Section 46 deals with the charging of duty on the company’s 
assets themselves. The legislation applies to ‘controlled 
companies’, i.e. under the control of not more than five 
persons for sur-tax purposes. 

For Section 55 to apply, the company must have been 
controlled with the deceased as ‘controller’, for at least 
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some period during the five years preceding death. The 
section is imperative and where it applies the estate duty 
office must base the valuation on the net asset basis including 
goodwill, Tangible assets do not give rise to much contro- 
versy but the valuation of goodwill is more often than not 
the result of compromise between the accountant and the 
estate duty office. 

It will be appreciated, Mr Smith said, that it is becoming 
increasingly difficult for the ‘controller’ to leave sufficient 
estate, outside the business, to enable the business to 
remain untouched. Time and energy, which could be better 
employed in the business, is spent on this problern. And 
if he is successful in divesting himself of control he may lay 


THE ACCOUNTANT 


July 4th, 1953 


the company open to an estate duty assessment under 
Section 46. 

Section 46 applies if the deceased had at any time made a 
payment of money or transfer of property to a controlled 
company, and benefits had accrued to him from that 
company in the five years preceding his death. A proportion 
of the company’s assets is then deemed to pass on his death. 
Section 46 is so wide in its scope that the estate duty office 
has given, and implemented, an assurance that it will be 
applied reasonably. Where both Sections 55 and 46 are 
applicable, the estate duty office is normally satisfied by the 
estate duty chargeable under Section 55. 


NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 
RECEPTION ON JULY 8TH 
The Secretary of the Institute has asked us to 
announce that a few tickets for members and their 
guests are still available for the reception to be held 
„at the Royal Festival Hall next Wednesday, com- 
mencing at o p.m. Applications, accompanied by 
remittance, should be made to the Secretary and 
tickets will be sent by return of post. 


Personal 


Mr Harry E. COOPER, ¥.c.a., practising as RICKETTS, 
Coorrr & Co, Chartered Accountants, of 21 Bridge 
Street, Bristol, 1, announces that as from July rst, 
1953, he will be taking into partnership Mr J. B. 
' BURKETT, A.C.A and Mr A. A. REDWOOD, A.C.A. 
Mr REDWOOD. was articled to Mr Coopzr in 1939 
and has continued with the firm. Mr Burxetr has 
also been with the firm for several years. The name 
of the firm will remain unchanged. 

Messrs DELOITTE, PLENDER, GRIFFITHS & Co, 
Chartered Accountants, announce that they have 
admitted Mr Jonn RoLLO RED, A.C.A., as a partner 
in their associated firm in Paris as from July rst, 
1953. 

Professional Note 
Mr J. M. A. Smith, A.C.A., Secretary of the Ford 
Motor Co Ltd, has been appointed a director of 
Briggs Motor Bodies Ltd. 


_ In Parliament 
INTERNATIONAL AGENCIES: TAX-FREE SALARIES 


Mr Grimonp asked the Chancellor of the Ex- 
chequer the Government’s policy about the payment 
of tax-free salaries to British servants of international 
agencies. 

Mr R. A. Burien: It is the Gove 8 policy 
to see that British servants of international agencies 
are treated no differently from the servants of other 
nationalities of the same agencies. So far as exemption 
from United Kingdom income-tax is concerned, 
the matter is governed by the International Organ- 
izations (Immunities and Privileges) Act, 1950. 


This requires that, privileges may not be granted 


until an Order in Council has been made and . 


approved by each House of Parliament. 
Hansard, June 23rd, 1953. Oral Answers. Col. 1685. 


POST-WAR CREDITS 


Captain RYDER asked the Chancellor of the Ex- 
chequer when it is proposed to pay off post-war 
credits that have been bequeathed to charitable in- 
stitutions and hospitals. 

Mr Joun BOYD-ÇARPENTER: I am aware of this 
particular problem, but I regret I cannot say when 
it will be possible to authorize payment of post-war 
credits in these cases. 

Hansard, June 25th, 1953. Oral Answers. Col, 2096. 


INCOME-TAX: REPAYMENT CLAIMS 
Mr Houcuron asked be Chancellor of the Ex- 
chequer how many claims for repayment of income-tax 
remained unsettled at May 318t, 1953; how many of 
these were received more than 14 days previously; 
and how many more than 28 days previously. > 

Mr Boyp-Carpenter: I regret that this information“ 
could not be obtained without a disproportionate 
amount of expense and effort and the delay of other 
work. 

Mr Hovucuton: Do I understand from the Fin- 
ancial Secretary that particulars which used to be 
kept of the progress with repayment claims is now 
being discontinued? If so, is not that a disadvantage 
in view of the fact that letters have been appearing 
recently in the columns of the Fi Times, 
including both praise and blame? Is it not desirable 
that the Treasury should be in a-position to make 
known to the public just what speed they are able 
to achieve in paying the money? 

Mr Boyp-Carpenter: The hon. gentleman is, I 
am sure, aware that there is a register in respect of 
repayment claims received other than through the 
P.A.Y.E. machinery, which is kept in each inspector’s 
office. The collation and collection of all the statistics 
would, as the hon. gentleman probably knows 
better than anybody else, entail heavy work on the 
staff of the Inland Revenue. 


Hansard, June 25th, 1953. Oral Answers, Cols, 2098-9. 
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Cinemas: Tax RECEIPTS 
Mr H. Winson asked the Chancellor of the Exchequer 
the figures of Entertainments Duty. recorded in 


` respect of cinema attendances in May, 1952, and May, 


1953, respectively, and the percentage fall between 
the two periods. 

Mr Boyp-Carrenter: About £330 million in 
May, 1952, and £307 million in May, 1953, repre- 
senting a drop of about 7 per cent. 


Hansard, June 25th, 1953. Oral Answers, Col. 2102. 


l National Insurance 


SHORT PERIODS OF UNEMPLOYMENT AND 
SICKNESS 

The Minister of National Insurance, Mr Osbert Peake, 
has asked the National Insurance Advisory Com- 
mittee, under the chairmanship of Sir Will Spens: 

‘To consider whether the provisions governing the 
payment of National Insurance benefits a very short 
spells of unemployment or sickness are the most appropriate 
particularly in those cases where a claimant is also receiving 
payments from an employer, and, if not, to make any 
recommendations which do not increase the liability of the 
Fund for those two benefits.’ 
The immediate problem which has led to this ref- 
erence to the committee, concerns benefit for short 
periods when the worker remains in the service of 
the employer though not fully employed throughout 
the week. Such cases can now arise in increasing 
numbers, for example, because of the extension of 
guaranteed wage agreements. Further problems 
arise as a result of the wide adoption of a five-da 
working week, when short time is being worked. P 


; The comparable rules for sickness benefit in similar 


circumstances, particularly where sick pay schemes 
apply, will also be reviewed. : 

The committee will consider representations on 
the subject which are submitted by September 26th, 


` 1953, to the Secretary, National Insurance Advisory 
` Committee, ro John Adam Street, London, WCS, 


Chartered Institute of Secretaries 
ANNUAL CONFERENCE 

Mr Stanley J. D. Berger, M.C., ¥.c.1.8., Director and 
Secretary of The Institute of Cost and Works 
Accountants, will present a paper on ‘Recent de- 
velopments in management accountancy’ at the 
annual conference of the Chartered Institute of 
Secretaries, which is to be held at .Bournemouth 
from September 24th to 26th next. 

Other subjects and speakers are: “Transport 
pattern’ by Mr S. B. Taylor, B.COM., F.c.1.8., Chief 
Secretary, British Transport Commission; “The 
future of the cotton industry’ by Mr C. J. Howell, 
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F.C.I.8., Director and Secretary, English Sewing | 
Cotton Co Ltd; ‘The Com WE Act, 1948: success 





or failure?’ by Mr S. J. S. Eley, F.c.1.s., Partner, 

W. H. Stentiford & Co. 

The Institute of Chartered Accountants in 
Ireland 


May, 1953, EXAMINATION RESULTS 


The results of the May, 1953, examinations of The 
Institute of Chartered Accountants in Ireland have 1 
been announced as follows: 


William Montgomery Carson (Mallusk, Co. Antrim 
Gerald Leo Carton Dublin); James Cornett, lfast); 
Thomas R. W. Dark r, Co. Down); alcolm 
Davison (Belfast); James Mervyn Devlin (Belfast). and place: 
Thomas Donnelly (Dublin); George Evans Egar (Dublin n); P. 
Harold Alexander Ennis (Belfast);. 1st place, “Arthur H, 

Muir’ Memorial Prize: Columbanus S. Finegan Newry, 
Co. Down); Joseph Gerard G tick); Edward 


Fina. 
Passed: Donald Emest Archer (Blackrock, Co. Anti 


Owen Joseph Michael lin); John Robinson 
Loughead (Portadown); Ian David McLerie (Dublin); | 
Brendan Joseph Martin (Dubli 
Ge Peter O’Hara (Belfast); 
O'Kelly (Dublin); Donal Joseph Bed 
ga : Dermott O’Neill, mana 
088 i wee David. Gerard 


37 Candidates failed to satisfy më examiners 
One candidate was deferred for re-examination in 
one subject under EE 81. 
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(Athenry, Co. Galway); John Frame Darcy (Greystones, 
Co. ; Nelson Alexander Davidson t) 
lin); Thomas Vincent Finn, (Dublin); 
Roger Thomas Garland (Dublin); Charles Frederick . 
Smyth Gibney (Belfast); John Francis ew (Dublin);. 
John Dixon Hulatt J; eg illiam Bryan 
Jennings (Belfast); Patrick J mai pl 
Robert Vincent Kiely (Tipperary); Se 
blin); Noel Alexander Lawther (Belfast); . 
urence Little (Belfast); Laurence J. Lowth (Dublin); 7 
Francis Ian McCrae (Belfast); Peter McWilliam a t 
Thomas Patrick Hugh Magill (Holywood, Co. Down 
Michael Francis Maher (Dublin); Maurice William Mills 
(Belfast). and place: Denis Anthony Murphy Serene 
enis Nesbitt (Belfast); Peter Hugh N (Belfast); ` 
Brian Kevin O’Hegarty (Dublin); Maurice Edmund 
O'Kelly (Dublin); Thomas rey Robinson (Belfast); John 
Nelson Savage (Belfast); Ann Mary Spain (Dublin); 
Denis Raymond Spence (Belfast); James Desmond Traynor 
(Dublin); Harold James Winter (Belfast). 


59 candidates Jailed to satisfy the examiners 
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International Management Congress ` 
The tenth International Management Congress is to 
be held at São Paulo, Brazil, from February ‘2oth to 
25th, 1954, under the auspices of the International 
Committee for Scientific Management. The Brazilian 
‘Instituto de Organizacao Racional do Trabalho’ is 
organizing the arrangements for the Congress with 
the full support of the Brazilian Government and of 
Brazilian industry and commerce, while the British 
Institute of Management will be responsible for the 
arrangements of the British delegation. 

The object of the Congress is to provide the 
occasion for an international exchange of views on 
practical aspects of management and eight main 
papers will be presented, each of which are the 
responsibility of a particular country working in 
collaboration with other countries; there will be, 
also, opportunities to visit industrial, scientific and 
other establishments in Brazil. 

English, French and Portuguese will be the lan- 
guages used for presentation of the papers and the 
discussions, simultaneous translation facilities being 
provided. . 

The Congress fee is £10 10s od which entitles dele- 
gates to attendance at, and reports of, sessions, the 
banquet and social events. The fee for wives or 
relatives of delegates which entitles them to attend 
the plenary sessions, banquet and social events is 
£7 75 od. i 

Readers wishing to attend should write to the 
Director, British Institute of Management, 8 Hill 
Street, London, W1, when the necessary forms will 
‘be sent for completion. 
The Hull, East Yorkshire and Lincolnshire 

Society of Chartered Accountants. 

The annual golf competition of the Hull, East 
Yorkshire. and Lincolnshire Society of Chartered 
Accountants for the Campbell Cup was held at 
Elsham Golf Club, Lincolnshire, on Friday, June rgth. 
. The winner was Mr H. J. Cole, of Grimsby, with a 
net score of 69, and the runner-up Mr R. B. Jones, 
also of Grimsby, with a net 71. Mr Jones was followed 
closely by Messrs R. Taylor (Scunthorpe), and 
J. M. Smith (Grimsby), with scores of 72. 

The cup and prizes were presented by Mr N. B. 
Hart, President of the Society. 


Commercial Conditions in Japan 
The Board of Trade announces that a review of 
‘commercial conditions in Japan was published last 
Thursday; copies may be obtained from Her Majesty’s 
Stationery Office, price 4s 6d (post free 4s gd). 
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TWENTY-FIVE YEARS AGO 
From Whe Accountant or JULY org, 1928 
Extract from a letter to the Editor i 
8 Registration for the Profession 
In your leading article of the 23rd June you state 
that you believe that time will prove that a very large 


proportion of work obtained by touting accountants ` 


is not worth having. Believe me, you are entirely 
wrong in this assumption. The accountant in practice 


in a small town has to rely almost entirely upon small ` 


work, and a ten-guinea client is to him quite as im- 
portant as a hundred-guinea one is to an accountant 
in London or some of the larger towns. It is this idea 


of the dignity of the profession which is, I believe, - 


delaying registration. The members of the councils 


of the Institute and Society are mostly men with big 
practices, and they have, one might almost say, the 
“cream” of the work, and they do not, and perhaps 
cannot, appreciate what the small man has to put up 
„with. I speak from experience, as I have already said, 
because I am glad to say I have both the big work and 
the small work. This competition from outside 
accountants is undoubtedly serious. I could give 
many instances, but one’ will probably suffice. Some 
few years ago I took straight from school a youth 
about sixteen years of age. He was with my firm just 
over two years, and then left to commence in practice 
for himself in the same town. He took two or three of 
the smaller audits with him; goodness knows what 
the clients were thinking about, but the fact remains, 
and he was made almost immediately a Fellow of one 
of the outside bodies, Registration for the profession 
would have the effect of entirely eliminating such 
cases... . ` 


SEVENTY-FIVE YEARS AGO 
From Ehe Accountant op JULY 6TH, 1878 

Extract from a Note in Passing 

: The Liability of Directors 
A marked element of uncertainty always pervades 
questions as to the liability of directors. Of them it 
may be said with a greater than usual approximation 
to truth that the unexpected always happens. ‘This 
probably arises from the fact that the office of director 
in a public company is often assumed by nondescript 
individuals for rather equivocal motives. Scenting 
afar off the probability of failure, they hasten to get 
rid of the responsibilities of their position by dubious 
means, which the law promptly disallows when the 
circumstances are investigated. Thus it happens that 
we so often read of directors, who seemed to the un- 


initiated to have made their retreat absolutely safe, but- . 


are nevertheless finally pounced upon and mulcted 
both as contributories and litigants. . .. 
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ESTABLISHED 1874 
VOL, CXXIX. No. 4099 


EXCHEQUER EQUALIZATION 
GRANT 


HE introduction of the scheme of Exchequer Equalization 
Grant payable to County and Borough Councils by Part I 


Fagen nna De ae as meaner ene ree 


of the Local Government Act, 1948, was made on thef- 
assumption that the rating revaluation, on a uniform basis for the} - 


SS 


Section 14 of the Act required the Minister or House 
LocaL GOVERNMENT to investigate the working of the gran 
scheme in the first ‘year for which the.new valuation would be i 
force, and in every subsequent fifth year. 

When it became clear that the revaluation could not be completed; 


whole of England and Wales, would be completed by April, “ne 


even by April 1953 and the grant scheme had already thrown up! 
` serious anomalies, the MINISTER instituted an investigation without ` 


waiting for the new list. 
The investigating committee, under the chairmanship of the 
ACCOUNTANT-GENERAL OF THE MINISTRY, has now reported) ` 
The general effect of the grant scheme is that councils wi 
rateable value below the average per head of ‘weighted’ popula 
tion, have it brought up to the average, the Exchequer acting as 
additional ratepayer to the extent necessary. The deferment o 
revaluation on a-national basis means that councils which apply a 
low basis of valuation receive more in grants than they will whe 
rating is uniform. The Inland Revenue supplied evidence tha 
there were serious and widespread anomalies in the basis o 
assessment, not merely between one authority and another, but 
also between different kinds of property in the same area. Howeve 
the committee was unable to suggest any practicable method o 
interim adjustment on this particular account. 












measure the grant be distributed on the basis of population T 
report observes that this would be one certain way in whi 
wealthy areas could assure themselves of a share. 

On the other hand, although there was no present evidence 
that the form of the grant had induced extravagance in those 
councils receiving it, the committee thought that some limit w 
desirable in the expenditure ranking for grant. It recommende 
(with modifications) the method followed in the County of Londo “4 


The committee rejected the suggestion that as .an m Paf 
h ` 





The report recommends changes in the methods by which actug 
population is adjusted for the purpose of the grant, and sugg 
that its name be changed to ‘Rateable Value Deficiency, Grant’: 

The investigation was without prejudice to any proposals th 


Brae z 


and, indeed, the detailed information now made public shows hoy 
anomalous and unreal the whole business of rating has become. 7 


1HLM.S.O., 2s net. . ` f 
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THE FINANCE BILL-VII 
THE REPORT STAGE 


Bill saw a triumph for an amendment 

which was proposed by a back-bencher at 
the Committee stage, and then rejected. As 
reported in our issue of June 20th, Mr FREDERICK 
Lee moved during the Committee stage that the 
£26 earnings limit for apprentices be increased 
to £85. It was increased from £13 to £26 in 1952. 
The Economic SECRETARY TO THE TREASURY 
objected that there might be circumstances where 
the father whose son earned £84 would receive 
child relief, while the father of the son who earned 
£86 would not, so that there would have to be 
provision for tapering the relief. There were tens 


Ts week the Report stage of the Finance 


of thousands of apprentice children and if the © 


tapering principle were introduced it would 
involve the addition of ‘several hundred Inland: 
Revenue officers’, No marginal provisions are 
applied to the ordinary income limit for child. 
relief and in the event the CHANCELLOR sponsored 
an amendment in the same terms as that proposed. 
by Mr Lez, which amendment was accepted. 

When the Finance Bill was re-published aa 
amended in Committee, it showed clause 17 
shorn of the original subsection (2), but a neces- 
sary consequential amendment of what is now 
subsection (6) was overlooked. A Government 
amendment puts the matter right. 

The unhappily drafted clause 19, which aims 
to give relief in respect of unremittable overseas 
profit, has given rise to further governmental 
second thoughts. It will be remembered that, as 
originally drafted, the clause required not only 
that the overseas income should be unremittable 
but also that: 

‘(b) currency of that territory which a person is 
prevented from transferring as aforesaid has 
no generally recognized market value in the 
United Kingdom’. 

One member objected during the Committee 
stage that these words implied that the Govern- 
ment were prepared to sanctify the existence of a 
‘grey’ market in the currency of the country in 
question. 

A Government amendment substitutes a new 
paragraph (b), so that clause 19 (1) now reads as 


follows: 


‘tg (1).- Where a person is chargeable to 
income-tax, the profits tax or the excess profits levy 
by reference to the amount of any profits or income 
arising in a territory outside the United Kingdom 
(hereafter in this section referred to as “overseas 
income”), then for the purposes of those taxes this 
section shall apply to the overseas income in so 
far as: 

(a) he is prevented from transferring the amount of 
the overseas income to the United Kingdom, 


either by the laws of that territory or any . 


executive action of its Government or by. the 


impossibility of obtaining foreign currency in 


that territory; and 
(5) he has not realized the overseas income outside 
that territory for a consideration in some other 
currency which he is not prevented from 
transferring to the United Kingdom. 
Overseas income to which this section applies is 
hereafter in this section referred to as unremit- 
table.’ 


Clause 19 (2) has also suffered extensive 


amendment and now reads as follows: 


‘tg (2). - Where a person chargeable as aforesaid 
gives written notice of his desire to be assessed 
in accordance with this subsection then, in the first 
instance, account shall not be taken of the oyerseas 
income to the extent to which he shows’to the 
satisfaction of the Commissioners of Inland 
Revenue that the following conditions are satisfied 
with respect to it, that is to say: 

a) that it is unremittable; and 

D that paragraph (a) of the foregoing subsection 
would continue to apply notwithstanding any 
reasonable endeavours on his part; 

and tax shall be assessed and charged on all persons 

and for all periods accordingly; but, on the Com- 

missioners of Inland Revenue ceasing, as respects 

any part of the income, to be satisfied that the said 

conditions are satisfied, such additional assess- 

ments, reductions of assessments and repayments 

of tax shall be made as may be necessary to take 


account of it and of any tax payable in respect of it . 


under the law of the territory where it arises, 

according to their value when, in the opinion of 

those Commissioners, the said "conditions cease to 

be satisfied with respect to it, and may be so made 

at any time not later than six years after that date.’ 

This amendment tightens up the clause in that 
the taxpayer is required to make reasonable 
endeavours to induce the foreign government to 
release the overseas profit. It is a pity that the 
sub-clause was not at the same time made more 
intelligible. 


ay 
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Clause 19 (5) has been extended to read as 
follows, the addition being shown in italics: 

‘19 (5). — Subject to subsection (2) of this sec- 
tion, the amount of any unremittable overseas 
income shall be determined by reference to the 
generally recognized market value in the United 
Kingdom (tf any) or, in the absence of any such value 
according to the official rate of exchange of the 
territory where the income arises.’ 


The words ‘if any’ presumably refer to ‘market 


INHUMAN EFFICIENCY 


T is a great pity that so many of the virtues 
are so unglamorous, and so many of the vices 
so picturesque. We can all journey to our 
daily work, and home again in the evening, quite 
satisfied in our own minds that a clean (and pre- 
ferably a stiff) collar is to be preferred to the 
soiled limpness which we associate with the 
artist in his studio; but our armour is not 
impregnable. We meet one day a rebel—a 


writer perhaps ~and he parades as virtues all - 


the vices, and condemns as vices all our virtues. 
Reluctantly, we like the fellow, and we suspect 
that be is much more likeable than ourselves. 
And we have no doubt that he thinks us smug. 

All this, and the obvious preference of our 
fellow citizens for the romantic ne’er-do-well 
over our own unromantic but deserving selves, 
can be inferred from the way the word "ef. 
ciency’ is treated. It is a word more than usually 
in our minds at the moment, for many of us have 
lately come away from Olympia with an armful 
of pamphlets and a headful of facts to help us 
bring more of it into the businesses we are con- 
cerned with. We like the word, and we like every- 
thing it stands for, from keeping appointments 
promptly to having the right tool available for 
whatever job to be done. Yet when did anyone 
ever use the word with any overtone of affection? 
Soulless efficiency we have all heard of, even 


on occasion inhuman efficiency; but beautiful, or 


delightful, or attractive — never. 

There is, of course, no possible virtue in, for 
example, unpunctuality; the regularly unpunctual 
are forgiven only to the extent that they exercise 
the charm which they find of less effort than self- 
discipline. The charm of the feckless is a lazy 
escape from the wrath of more efficient neigh- 
bours and has no inevitable connection with 
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Taxation of Profits and Income. 


any prompter or more accurate in her filing, § 












eat 


value’, not to ‘United Kingdom’. The amend- . 
ment represents a useful concession since official 
rates tend to exceed market rates. 

Among rejected clauses was one for the grant 
of travelling expenses allowance where a tax- 
payer changed his place of employment. It was 
announced that this subject was receiving the 
attention of the Royal Commission on the 


inefficiency itself. But it is sadly true that 
certain prim superiority is in much the same wa 
naturally, but rather unjustly, associated wi 
efficiency. We may say, if we are put to 
defence of the efficient citizens with whom for 
the moment we are identifying ourselves, that 
again the primly superior are not fully effici 
for if efficiency may be defined as the maxim 
of production with the minimum of friction, 
there is required, in the individual as in 
organization, humanity as well as system. 
Amazed at Olympia recently, we saw g 
mechanical installations which produced cal 
tions, and carbons, an 









addresses an hour, we came with momen 
relief to the simpler apparatus: filing sy 
desk diaries, loose-leaf and ‘tab-indexed qhi 
reference binders. We looked, we considered} we 
were judicial. Then a demon of uncertainty 
gnawing at our complacency: would Miss X. be. 
ven 
this lovely system? Would we ourselves bé less 
inclined to procrastination, given this han 
desk diary? The makers would certainly 
‘Yes’ to both questions, but they cannot know as 
well as we do the persistent idiosyncracjes of 
“Miss X. and of ourselves. e 

The moral would seem to be plain: efficiency, 
truly defined, must include humanity in| iteelf, 
and must depend, in part at least, on the human 
operator. We said in these columns, before the 
exhibition, ‘the first task . . . is to gauge the 
intrinsic capabilities. of the client’s employees’. 
We may perhaps now add to that the client him- 
self: for in the last resort efficiency, dear Brutus, 
or the absence of it, is in ourselves. 


A1 e 
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THE ACCOUNTANT AND THE FARMER -II 
PRODUCTION AND LAYOUT OF FARM ACCOUNTS 
by R. W. SMITH, O.B.E., TD., F.C.A. 


ment was advanced that the professional 


JÈ the first of this series of articles the argu- - 


accountant could make a useful contribution 


to the economic well-being of the. agricultural 
industry. In pursuing this argument it is first 
important to consider in some detail the produc- 
tion and layout of farm accounts and to discuss 
some of the accountant’s problems which are 
peculiar to this field of activity. 


A High Proportion of Small Units 
We have already seen that the industry is one 
which includes a very high proportion of small 


` units and ranges from the smallholder depending 


almost entirely on his own labour, assisted 
perhaps by his wife and family, to the organ- 
ization which conducts its activities on a number 
of farms more often than not under limited 
liability and with the advantage of a compre- 
hensive clerical department. 

` It is true to say that the majority of farming 
businesses are carried on by sole traders and 


~ partnerships, and that limited companies are 


in the minority. The public company engaged 
solely in agriculture is a comparative rarity. It is, 
therefore, not proposed to deal with auditing 
technique in this article, but the observations 
that follow apply in general equally to the limited 
company engaged in farming as well as to the 
businesses which are not incorporated. The 
emphasis must of necessity be on the smaller- 
and medium-sized units. It is also not proposed 


_ to embark on detailed instructions for book- 


keeping, which are outside the scope of this 
article. 


Luxury of Clerical Assistance 
Not all farmers, as we have already said, can 
afford to employ a full-time clerk, and the records 
available to the accountant will vary from an 
incomplete collection of vouchers, paid cheques, 
bank statements and paying-in books with no 
books of prime entry, to a complete set of books 
at the stage where the accountant has only to 
prepare from them the final statement of account. 
It should be emphasized, however, that it is 
wrong to assume that the smaller the unit the 


sets of books, and the opposite will also be found 
among the larger organizations. 
The first task of the accountant is, therefore, to 


‘do what he can to relieve the farmer with little 


or no clerical assistance, from his natural anxiety 
and prejudice over his book-keeping. Good 
husbandry ig not achieved by sitting in an office 


and conducting business with a telephone and a 


typewriter but by constant personal supervision 
of every aspect of farm work. The farmer will 
frequently find that he has to be in several places 
at once to deal with problems as they arise, and 
his daily time-table is certain to be frequently 


. interrupted or altered at short notice. 


He has to be something of an engineer, 
chemist, veterinary expert and salesman as well 
as his own clerk. It is, therefore, only natural 


that he will regard his office routine as the least 


important of his activities, only to be undertaken 
when all the more pressing problems have been 
dealt with. It is also important to remember that 
week-ends, especially where livestock is involved, 
do not provide a break, but probably make even 
greater demands on his time. 

The accountant who is approached by a farmer 
for advice must, therefore, appreciate the futility 
of expecting his client to keep a comprehensive 
set of books which he knows is beyond his 
resources of time.and labour. It has been found 
from experience that the farmer with little 
clerical resources will be only too ready to operate 


a system which makes the minimum demands 


on his time. 

Minimum Book-keeping Requirement 
This minimum requirement need be no more than 
the preparation of a weekly record sheet of receipts 
and payments with separate columns for bank 
and cash transactions. This sheet is maintained 
in the form of a duplicate-book with the top 
copy detachable. The top copies with the 


relative vouchers attached are forwarded ‘to the 
accountant at appropriate intervals — that is, any- 
thing from weekly to quarterly as the need ` 
arises ~ and at suitable times cheque-books, 
paying-in books, bank statements and other 
supporting documents are supplied to the 
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From this material the accountant can main. 


tain thé permanent financial records of the farm, 
while the farmer can keep his own continuous 
record of income and expenditure.on the bottom 
copies retained in the duplicate book. The book 
can be so arranged to include fifty-two weekly 
periods, so that each volume contains the 
epitomized results of a year’s trading. 

The time’ involved each week in making the 
necessary entries is only a matter.of a few minutes 
and the record need only be in a rough and ready 
state, for it is merely the raw material from which 
the accountant will produce the finished article. 

The best time for the preparation of the weekly 
sheet is when the farmer is making up his wages 
and dealing with P.A.Y.E., national insurance 
and other similar matters of weekly routine — 
such items will, more often than not, be the subj ect 
of entry on the sheet. 

Vouchers and other documents are returned 
to the farmer as each weekly sheet is cleared in 
the accountant’s office. 


The Accountant’s Dissection of Information 


Apart from the advantages to the farmer, it will 
become obvious that there are great benefits for 
the accountant. It will be up to the accountant 
to, decide exactly how this raw material is to be 
used by him, but in the main his problem is 
largely one of how the information is to be dis- 
sected best to suit the requirements of the 
particular business. He will of course require 
information concerning debtors, creditors and 
stocks at fixed periods, byt this again must be a 
matter of arrangement to suit individual re- 
quirements. It is quite obviously unnecessary to 
maintain an elaborate system of ledgers, journals 


' and day-books -a master dissection book kept 


in the accountant’s office will provide most of 
the information that is required. The great 
advantage from the accountant’s point of view 
is that he can spread almost the whole work 
of detailed checking, vouching, and dissecting 
throughout the year leaving only the assembly 
of the final figures to be dealt with at the balancing 


date. Almost as important is the facility with ~ 


which queries can be disposed of as they arise 
while the knowledge of them is still fresh in the 
mind of the client. 


Other less obvious advantages include the 


‘opportunity for giving the client advice on 


financial policy without waiting until the end of 
his year; the examination of vouchers before they 
are lost or mislaid, and in this connection the 
opportunity of rectifying errors in salesmen’s 
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-the farmer as it is generally a time of the year. 


-accounts, and the problems arising from them. 


can easily produce double revenue from op 


and suppliers’ accounts before they have h 
time to be overlooked or forgotten. 
Tiis system.of maling the prime mda h 3 
been found to operate quite satisfactorily i 
farms of the larger class but it is stressed that i 
greatest advantage is with the smaller and mo 
numerous unit. Quite obviously if the fart 
concerned is one which does maintain adequa 
records of its own, the accountant’s task i 
confined to the more normal procedure. 






































Terminal Date for the Accounts 


Having settled the mechanics of the book. 
keeping, perhaps the next important problem i 
-the choice of a terminal date for the accounts 
Here again it is possible to make considerabl 
economies in time and costs by making a wi 
selection. The considerations to be borne in ` 
mind are similar in many respects to the choi 
of a stock-taking date for a manufacturing o 
commercial enterprise, but they have more far 
reaching complications. 

The traditional date for the termination of th 
farmers’ year is at Michaelmas, after harvesting 
has been completed and the results of the year’ 
husbandry can be measured. In fact, in some parts 
of the country tradition is so strong in thi 
respect that the terminal date is still taken as the 
‘old’ Michaelmas on October 11th. 

- From the standpoint of the accountant there 
are disadvantages in a Michaelmas account. The 


be more difficult than at a time when stocks are 
low. It will also be a time when outstanding 
accounts owing to suppliers are pretty well at 
their peak for the year. On the other hand, work 
will scarcely have started on preparations for the 
next season and the value of labour and stores 
expended on the land will be relatively small. 
Under modern methods, particularly with fruit- 
and many types of roots, the harvest will be far 
from complete at Michaelmas and in such 
circumstances an accurate terminal valuation 
becomes almost impossible. 

For the same reason a terminal date anywhere 
between midsummer and Michaelmas is un-. 
satisfactory, and is likely to be unpopular with 


when he will find little opportunity for discussing 
There is another disadvantage in taking a 
terminal date during this period. A late season 


in one year followed by an early season in th 
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of crop within a period of twelve months and 
if the conditions are then reversed, the succeeding 
year will have no such revenue. Quite apart from 
any other consideration the results of such a 
succession of events for taxation might well prove 
to be disastrous. It is also important to avoid 
annual stock-taking at a time when livestock. is 
producing progeny. Specialist farms may require 
special consideration, one obvious example being 
hops, but, as I have said, the intention is to deal 
as far as possible with general mixed farming. 


Best Time for an Annual Valuation 

The best time for an annual valuation is between 
December and the end of March, the latter date 
having found considerable favour as a matter of 
convenience in the change over from the Schedule 
B to Schedule D basis of assessment. The main 
advantages of this time of the year to the farmer 
are that harvesting has been completed and with 
few exceptions crops are either stored or sold. 
The old season’s sales have been paid to the 
farmer and he has cleared his suppliers’ accounts. 

Work on the new season is not far advanced and 
stores are not unduly large. 

-On the other hand, from the accountant’s 
point of view, December 31st and March 31st are 
times of peak activity and he would sooner spread 
out his work over the rest of the year. The effect 
of this disadvantage is mitigated to a large extent 


by the procedure already described for dealing | 


with the book-keeping on a current basis through- 
out the, year. 


Importance of Purposes of the Accounts 
Before dealing in detail with the form of layout 
of the farmer’s annual accounts, it is perhaps 
necessary to assess the relative importance of the 
purposes which these accounts are to serve. In 
the first of these articles considerable stress was 
laid on the developments over the last fifteen 
years, which have prompted the preparation of 
farm accounts largely with taxation in mind, 
and the view was expressed that this consideration 
should be made subordinate to the proper use 
of accounts in connection with the efficient 
management of the business itself. 

There is no doubt that if accounts are to per- 
form their true function this must be their real 
purpose, and the main theme of these articles 
is to show both the accountant and the farmer 
that a proper partnership between them can lead 
to improved results both for the individual and 
the industry as a whole. 

If the accounts are to assist the farmer in 
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revealing causes of loss, wastage, inefficiency 
and extravagant methods, then it is idle to suggest 
that these accounts are prepared primarily for 
the purpose of agreeing income-tax assessments. 
Whatever may be the practical effect, taxation is 
not in itself an item of cost: if it were, we should 
have to explain the paradox that the more 
efficient the business the greater the liability to 
taxation. 

The other major purposes for which these 
accounts will be required are for statistics in 
connection with marketing schemes and price ` 
reviews and in many cases for inspection by 
would-be lenders— especially banks. The presenta- 
tion of accounts to shareholders in a farm company 
is of course in the same category as the primary 
purpose referred to above in connection with 
the individual. It would perhaps be fair today to 


say that the requirements of the bank and the © l 


Inspector of Taxes take a subordinate place to 
the other purposes, or at any rate they should do. 
There are other less important purposes served 
by the accounts but it is not the present intention 
to dwell on these. 
The accountant’s aim is to present a true and 
fair picture of the results and if he succeeds in 


this endeavour, it will be reasonable to suggest 


that his product. is not biased for or- against any 
of the purposes for which the accounts will be 
used. ` 

Annual Stock-taking Valuation 


The annual stock-taking valuation is such a vital 
element in the preparation of the annual accounts 


that it is as well to consider this in detail before _< 


going on to deal with the layout of the accounts. 

Many farmers, for reasons of economy, pre- 
pare their own annual valuation for stock-taking 
purposes. This can lead to a natural and to some 
extent irresistible tendency to fit the valuation to 
the circumstances existing at the time. Experience 
shows that the preparation of the annual valuation 
for the purpose of terminal accounts ‘is a highly 
skilled process and one which is best left to the 
qualified agricultural valuer. There is a degree of 
co-operation now existing between accountants 
and valuers which enables each-to provide the 
proper complement to the work of the other. 

At the same time there is every evidence of a 
growing respect among the professions for the 
skill and experience of specialists. It is hoped that 
we shall soon see the disappearance of that jack 
of all trades who is accountant, valuer, insurance 
broker etc. all in one, but who has achieved 
neither competence nor dependability in any. 
There is on the part of the farmer a tendency 
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“to think that he may be paying unnecessary fees 
by employing both an accountant and a valuer 
-but the justification must appear in the results. 
Nevertheless, there are ways in which economies 
may be achieved: for example, if the valuation 
is made each year for stock-taking purposes it is 
unnecessary to include details of dead stock. 
The accounts will show these at cost less amounts 
written off for annual depreciation, and the 
written-down value for taxation purposes will be 
arrived at by the normal process. Quite obviously 
the valuation of plant and equipment for special 
purposes may well lead to different results. In 
preparing the annual figures the accountant 
is only concerned with the charge for depreciation 
and the provision for replacement. The valuer 
may be concerned with values for insurance, a 
change of tenancy, partnership dissolution and 
many other reasons which produce a different 
result from that shown in the annual accounts. 

There is, however, less latitude in the other 
items going to make up the annual valuation. 
General principles of stock-taking valuations will 
apply. The various items will be broken down 
into the following main groups or local variations 
of them. 

Livestock (classified). 

Crops harvested and in store. 

Growing crops and cultivations. 

Hay, straw and silage. 

Labour to land. 

Manures applied. 

Manures on hand. 

Other stores. 


It is a matter for individual choice how these 
headings are to be subdivided. It will depend 
partly on the size of the business and the extent 
of the valuation and also the information that 
will be wanted if detailed costings are contem- 


_ plated. It is interesting to note that valuation 


procedure varies in different parts of the country; 
for example, wirework is in some places treated 
as part of the tenant-right, while in others it is 
included with the freehold. Similar distinctions 
apply to bush-fruit and nursery stock. What 
is important is that this annual valuation should 
be as accurately taken as possible, otherwise all 
the efforts of the accountant to produce figures 
which can be of real use and benefit will be 
worthless. When it is considered that the valuation 
on a medium-sized farm without any special 
features such as pedigree stock, even at a quiet 
period of the year, may amount to anything 
between {£5,000 and £10,000; the importance of 
accurate assessment cannot be over emphasized. 
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Form of Accounts 


We have so far considered all the requirements 
to the preparation of the annual accounts th 
selves. It is now necessary td study the fo 
which these accounts are to take. It is a frequent 
comment that the only person who understands 
the contents of a set of accounts is the architedt 
of their construction. There is every justificatio 
for making the accounts which are prepared for 
the small unit as simple and as readily understoo 
as possible. 
The client will almost invariably regard 
profit and loss account as a more importa 
document than the balance sheet — this is because 
he understands what the profit and loss acco 
is intended to tell him, but the purpose of 
balance sheet remains wrapped in mystery. 
will seldom understand that the two documen 


useless to prepare accounts in conventional fo 
and to expect them to be informative to 


‘average small farmer without considerable simpl}- 


fication and explanation. It should be explain 
from the start just exactly what information 
profit and loss account (or farm account) 
intended to convey and what are its limitations. 

It is important to give the client a clear picture 
of the difference between capital and revenue 


expenditure. Many of the so-called systems of 
accountancy for agriculture fail at the outset 


bringing capital assets in the form of dead sto 
into the opening and closing valuation in 
farm account. 

It ig equally important to give proper emphasis | 
to the balance sheet. The accountant is so f. 
with this document that he is often inclined 
overlook the meaning which it has for the 1 : 
The latter, especially if he is unfamiliar wi 
accountancy, must be given the facility of seei 
the balance sheet as a statement of capital r 

g 


‘surpluses invested in a business and showi 


in detail, which is adequate to the occasion, 
what way the investment has been made. 

this is of course quite obviously the function’ 
accounts in relation to any business, but it is s 
prising how often these factors are forgotten 
the client is misled or confused by unnecessari 
complicated details. 







The Farm Account 
To deal more particularly with the farming asp 
let us consider first the profit and loss acco 
I prefer to call this the farm account and ‘go ` 


avoid confusion with the trading and profit 


d 
loss account, associated with the trading d 
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manufacturing business. This distinction is 
important because'the aspect of a trading account 
with its generally accepted notion of gross profit 
has no real significance in connection with farm 
accounts. It is of some importance to separate 
the main items of prime cost and indeed this is a 


very desirable feature, but there is seldom- any’ 
point in establishing any very definite ratio of 


prime costs to selling price or to turnover. ` 
In a business where the. producer has little 
or no control over the selling prices, and where 
the volume and quality of goods produced are 
subject to variation from causes which are to some 
extent beyond his control, the rate of gross profit 
ceases to have a great significance i in relation to 
the turnover in terms of money’s worth — this 
is not to say that there is not an important 
relationship with the volume of output — but for 
the moment we are considering purely the fin- 
ancial aspect of profit and loss in broad terms. 
What is more important is to group income arid 
expenditure in a logical sequence that will form 


the basis of information which the farmer will - 


require from his accounts, and which can be 
used to build up detailed costings if these are 
required, ` 

The first essential is to dissect the income into 
its main groups: livestock, dairy, cereal, roots, 
vegetables, fruit, with further subdivisions to 
suit the needs of the particular case. If there aré 
any specialist crops of any consequence it is as 
well to show: these separately as they may have 
a direct bearing on certain items of expenditure, 
and the farmer who is a specialist will require 
full details of such revenue. 

There will be many miscellaneous items of 
revenue requiring separate treatment. These are 
too numerous to‘ discuss in detail in a short 
article, but the most common are cottage rents, 
subsidies of various kinds, bonuses from packing 
stations, compensation for crops damaged or on 
land requisitioned, way-leaves, and receipts SS 

 Sub-ooptracHng, 


t 


Annual. Stock- taking Valuation in the 
Farm Account 
We have already seen how the annual atten 
valuation is to be divided. It is a matter of some 
divergence of view as to. how this is to be incor- 
porated in the farm account. It can either ‘be 
shown as a separate feature as opening and 
closing stock, or adjustment can be made to thie 
farm account debits and credits to give effect to 
the opening and closing valuations and to show, 
net figures of consumption and production. There 
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is of course no difference in the resulting balance 
on the account and the policy must be governed 
by the requirements of the farmer. ` 

An obvious case where care must be exercised 
that misleading conclusions are not drawn can 
be seen in an account terminating at March 31st 


_where there is a considerable acreage of potatoes. 


Seed may be purchased for oné season in. early 
April and for the next in the following March. 
In the next year the delivery ‘may again be in 


April. The effect is to charge double purchases of 


seed in the first financial year and none at all in 
the second. Without adjusting the stocktaking 
figures and purchases to show annual con- 
sumption, a most misleading picture is presented. 
Where the financial accounts are to be used to’ 
produce costings, the adjustment must be made. 
On the other hand, the requirements of the client 
may be merely for details of actual expenditure 
within a given period. It is, nevertheless, most 


-important that there should be co-ordination 


between the accountant and the valuer to avoid 
the inclusion of stores in a closing valuation, 
which are delivered but not charged for in the 
accounts, or the reverse situation where, for 
example, a consignment of fertilizer has been 
invoiced and included in sundry creditors but 
has not been delivered at the accounting date 
and is, therefore, not included in the valuation. 

It may be thought that errors such as these are 
obvious and could be easily avoided but it must 
be appreciated that the farming business does 
not necessarily have the documentation and other 
safeguards which the commercial business would 
employ to prevent this situation arising. ‘There 
is also no yardstick of -gross profit percentage 
which would throw up this type of error into relief. 


Dissection of Expenses 
The main items of direct expense will follow 


the same kind of sequence as the sales of produce: 
- livestock purchased, fodder, seeds and plants, 


fertilizers, washes and insecticides, packing 
materials. ‘These should be followed immediately 
by the charge for labour. In a small business one 
total will suffice, but in larger ones some dis- 
section may be justified to show general farm 
labour, non-productive labour, contract labour 
for threshing, baling, ploughing etc. This com- 
pletes the expenses capable of direct allocation’ 
except in certain special cases. 

Then follow the items of indirect expense: and 
overheads and the most suitable sequence for 
general use and allocation. would be See 
like this under these broad headings. 
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_ Maintenance and Repairs 
Buildings and farm property. 
Implements, machinery and loose tools. 


Rolling-stock expenses (tractors and vee) 
Maintenance and repairs. - 
Running expenses and fuel. 

Standing charges and insurance and tax. 
. Hired haulage and carriage. 

Establishment charges 
Rent. 

Rates and water. 
Tithe. 

Lighting and heating. 
Insurance. 
Telephone. 

General charges 
Professional fees. `. 

Veterinary services and medicines. 


Stationery and postage. 
Advertising. 


Marketing expenses. 
Travelling and show expenses. 


and finally such: items as interest, depreciation, 
losses on sales of plant, legal expenses and so forth. ` 


Personal Labour and Interest on Capital ` 
Before striking the resulting balance of profit or 
loss it is as well to consider if some appropriation 
should be made for personal labour of individual 
or partners, and interest on capital. It is not long 
since a government report on farm incomes 
was published, which took into account neither 
of these factors. Farming requires more capital in 
relation to its output than almost any other 
industry; it also demands from the individual 
proprietor more intense and prolonged personal 
labour. It is, therefore, wrong to ignore either of 
these factors and the accountant who is acting 
for a farmer client does a service in taking 
account of them. Even if not actually included as a 
charge in the farm account it is a point worthy 
of serious comment in any accompanying report, 


If these factors were always taken into con-. 


sideration we should hear ‘far less about the easy’: 
money that is to be made from agriculture. 

. These features are particularly important when 
it is considered, as has been remarked elsewhere 
in the course of this series, that the farming 
industry includes a very large number of small 
units, many of which are only capable of providing 
a very modest living for a working proprietor. 
The pressure that is now being exerted for a 
further substantial rise in the minimum wage 
rate will, if successful, seriously reduce the margin 
of profit, unless there are other compensating 
factors. Among the smallest units it is; by o 
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_ often than not too late to provide a remedy. 
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means uncommon to find that after allowing foy 
interest on capital and personal labour the pro 
prietor is left with a net income that is not muc 
more, and often less than that of an agricultural 
worker. Many such farmers do not appreciate 
this fact unless it-is demonstrated to them; on ` 
the other hand, there are those who although fully; 
aware of this, continue with a sense of stolid 
independence, until forced by financial stringency} ` 
to take measures to retrieve the situation, more 


It is perhaps going too far to suggest that a 
proper understanding of the economics of-agricul- 
ture can always avert such a situation, but there 
must be many cases where advice given at the 
right time may result in avoiding further de 
terioration. Such problems generally result from 
farming an unbalanced or uneconomic unit. The 
remedies may be found in incorporation with 
other units or even by a reduction in size to shed 
the uneconomic portion. The important point 
is that diagnosis is often made more certain by 
the use of accurate accounts. 


The Balance Sheet |. 
The farmer’s balance sheet needs only to be a 
very simple affair. In this respect the slavish 
imitation of the form and detail required by the 
Companies Act has produced nothing but 
mystification for the farmer and indeed to many a 
small trader running a ‘one-man’ business. Let ug 
remember that the farmer’s accounts are not fo: 
presentation to an annual meeting of shareholders 
and let us also note that a farm does not change 
hands on the record of its financial achievements, 

In many years experience of this subject, a 
example has yet to be met of a farm havi 
the goodwill in its accounts or having the balance 
sheet and farm account produced as a basis 
of agreeing a price forthe sale of the farm. 
All that is required, thereforé, is a simple state- 
ment of the assets less the liabilities grouped in 
ang form that suits the type and size of the par- 
“ticular business, and showing as the balancing 
figure the personal capital which is invested in 
the business. This last feature is the most im- 
portant from the farmer’s point of view — he 
will wish to know how his capital has grown or 
diminished during the year, so that it is desirable 
to show this in some detail, tracing the year’s 
transactions from the opening balance and 
showing the credits. from introduction of fresh 
capital, surpluses on realization of fixed assets, 
and profits. And deducting the itemized debits 
for personal drawings, withdrawal of capital and 
losses. (To be continued.) 
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WORKS PLANNING AND COST CONTROL 
IN THE CAR AND SHEET METAL INDUSTRIES 


by H. H. NORCROSS, F.C.W.A. 


Introduction 


FFICIENT planning and cost control are. 


important in undertakings of all types and 
sizes. They are important to the small garage 
which does a little sheet metal work, to the jobbing 
factory in the sheet metal industry which employs 
several hundred workers, and to the motor-car 
factory which has ten to twenty thousand employees. 

They each want a layout which will facilitate 
efficient production; they each want to organize a 
smooth flow of work, and they each want to produce 
economically. But the methods to be used are 
different. The owner of the small garage devotes only 
a part of his own time to these problems and he uses 
little or no ‘paper-work’. The jobbing factory with 
five hundred or more workers finds it profitable to 
use much more advanced methods of planning and 
control. 

But it is in the motor-car industry that the prob- 
lems of works planning and cost control are moat 
acute and so it is there that we find some of the most 
interesting planning and cost control techniques. 
Consideration of these techniques should beyhased on 
consideration of the problems of policy formation. 
In a car factory some of the Pia matters which 
have to be discussed and settled at high level are: 


What type of car shall we produce? 

At what volume of production and sales shall we 
aim? 

How many different models of car shall we 
produce? 


Unless policy decisions on these major matters are 
sound it is impossible to achieve real success. When 
these major decisions have been taken, a co-ordinated 
effort should be made in the fields of product design, 
‘production methods, administration and selling, with 
a view to achieving the objectives set by the policy 
decisions. 


Factory Layout for Line Production 


In a mass production car assembly plant it is custom- 
ary to employ a staff of specialist pl engineers 
to deal with problems of factory layout. The policy 
of the company will have decided the level of output 
for which the planning staff must provide. The 
planning staff consider the design of the product and 
the desired level of output and then decide on the 
ee methods. These in turn lead to an assess- 
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ment of the plant required, operation by operation., 
Layout and production methods are considered right 
from the point where initial plans are being made for 
the design of a new car and designs are carefully 
‘groomed’ to permit economical manufacture. 

Where possible, factory buildings are designed 
specifically for their job and arranged so as to take 
floor conveyors and overhead conveyors. The plant 
and the conveyors are laid out in the buildings so as 
to facilitate a smooth and steady flow of production. 
To equip a mass production motor-car assembly 
plant involves heavy capital investment in tools and 
equipment and it requires a relatively long run of 
production to recover that expenditure. 

When a new model comes into production the lay- 
out is changed in order to fit the production needs of 
the new model and the new layout is planned in 
minute detail in advance of the change-over. 

Line production, whether in the car industry or 
elsewhere, has a very important influence on the 
economics of a factory. Some of the advantages are 
easily seen; others, whilst not so obvious, are never- 
theless of great importance. 

Good layout reduces handling costs and simplifies 
many aspects of the control of production and so 
brings important economies in the cost of works 
clerical routines; it also paves the way for that smooth 
and steady flow of a high volume of production which 
is essential if overhead costs per article are to be kept 
down. Again, it facilitates that rapidity of flow which 
helps greatly to reduce the amount of finance tied up 
in idle work in progress. 

It is, perhaps, not as widely realized as it should be 
that industry in this country is seriously short of 
finance, and that to tie up finance in an unnecessary 
volume of stock and work in progress is to waste 
money which could be used to better advantage. The 
volume of stock and work in progress in a business 
can be expressed in terms of the number of month’s 
supply. 

In a business which uses £3 million worth of 
material a month, then £9 million stock and work in 
progress represents three months’ usage; £6 million 
represents two months, and so on. In such a business 
a reduction of stock and work in progress by the 
equivalent of one month’s usage would release 
£3 million for other purposes. At 5 per cent, which 
is not an excessive rate of interest for these days, this 
means a saving of £150,000 a year. 


„Line Production in the Small Business 


Although it is in the car assembly plants that we 
find some of the most spectacular examples of. line 
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production, the basic principles can be applied in 
many circumstances. It has been my. experience that 
even in relatively small undertakings, in the sheet 
metal industry and elsewhere, line production can 
ease the financing problems of a business and can pay 
handsome dividends in the form of reductions in cost 
and increases in the volume of output. 

To apply the eee of line production does not 
neceasarily involve heavy capital investment; nor does 
it necessarily involve large numbers of men and 
machines, 

I well remember a‘small but very effective pro- 
duction unit which was producing metal bodies for 
cameras. The operations involved were sehen and 
welding, and there were about four mac 
compactly in a circle. The movement of Së camera 
bodies from the first machine to the second was done 
by the operator sending the camera body down a 
simple chute to the next machine; the second operator 
did the same in order to pass the camera body on to 
the third operator and the last operator in the chain 
sent the completed camera bodies down a chute into 
a waiting truck. 

In this, and in many other similar examples, the 
benefits of flow production are being obtained in 
relatively small production units. The same funda- 
mental attitude of mind lies behind the production of 
camera bodies and the production of motor-cars. 
That attitude of mind could and should be applied 
to many other production problems in this country. 


Factory Layout for Jobbing Production 


But there are still many factories where flow pro- 
duction methods can be applied to only a small pak 
of their work. Much of the jobbing work in the sheet 
metal industry is of this type and even some of the 
largest companies in the sheet metal industry are 
primarily large jobbing shops. 

The demand for their products varies and they 
must face conditions where the sales of one product 


. may fall off and production of another product must 


be developed to take up the spare production capacity. 
In Eege circumstances fork-lift trucks may be a 

roach to the problems of factory layout and 
GE handing than conveyors of the type used in 
the motor-car industry. If this is so, then the layout 
of the whole factory should provide for the use of 
fork-lift trucks. 

A superficial examination of the problems of using 
fork-lift trucks is not likely to yield the best results 
and it may be neceasary to investigate matters which 
at first sight appear to have little to do with these 
problems. The gangways and the doors of the factory 
must be wide enough to take loaded trucks and the 
floors should all be on one level in so far as this is 
practicable. Pallets should be designed do facilitate 
the use of the trucks. To achieve the best results, 


co-ordination may be necessary with suppliers and” 


also with customers so that raw materials can be 
received on the pallets and finished goods also 
despatched on the pallets. 
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In a large jobbing shop of this kind trucks have 
advantages over mechanical conveyors because of 


place without a radical change of layout of the type 
which is necessary in a motor-car factory when one 
model replaces another. 


Production Control in a Car Factory 

The purpose of a production control department is}. 
to so organize a smooth flow of material and work-as 
to make the best use of the factory layout. 
In a car factory the plant is balanced to meet the 
output for which the factory has been laid out. A 
factpry intended to produce 2,000 cars in a 40-ho 
week should produce at the rate of 50 cars an hour 
Fluctuations in production requirements can be met 
iby increasing or decreasing the length of thé working 
week, A 36-hour esl: oid produce 1 Ge care 
and a 44-hour week 2,200. 


Firm production programmes are normally fixed fog 
one month ahead and tentative programmes for 4 
further two months, ‘making a total of three months 
in all, New programmes are set each month. Some 
time in January, firm programmes are set for February 
and tentative programmes for March and April 
In February, firm programmes will be set for March 
and tentative programmes for April and May and 
s0 on. 

The production control department computes 
from these programmes of completed vehicles th 
material required and the work to be done in each 
section of the factory. 


Flow of Material and Components 
In planning the flow of material and components, 
careful attention should be paid to variations from 
item to item in the time required for production. 
Hub caps can be one of the last items put on the ca 
and so the hub caps need arrive at the factory only 
short time before ‘the despatch of the cars on whic. 
they are to be fitted. 

On the other hand a crankshaft goes through 
number of machining and heat-treatment p 
and it is then assembled into an engine; the ¢ 
in turn is assembled into the complete car. 
rough crankshaft should therefore lanned 
arrive at the factory in sufficient time to allow for d 
work to be done. For each item in a car is set a ti 


item is assembled. 
Specifications of the vehicles show the componen 


-from which they are built and the production control 


department applies the specifications to the pró- 
gramme of complete vehicles and explodes that p 
gramme into terms of the components required. For 


_ 4, 


each component the planned production time cycle 
is brought into account and pe us are’ built up pro- 

rammes of the desired iriput of raw material and 
Bought out finished components. These form the 
‘basis for the issue to suppliers | of schedules of 
required deliveries. 

The production control department keeps in close 
touch with the movement of material and the rate of 
production and ensures that action is taken to deal 
with any potential trouble spots. ‘The objective of the 
production control department is to give as early 
notice as possible of a potential hold-up in production, 
so that adequate time ‘ig available to take corrective 
action. > 


Stoppage' > ` 
It is AAFAA ‘to i aire that the whole of a 
motor-car facto: e stopped for the lack of one 


component, SO if -that component is a relatively 
small one: A stoppage of such a highly specialized 
production pane is Very expensive. - 

Tt is the duty of the production control department 

.to ensure that production does not stop due to a 
failure of supplies. On the other hand, the general 
policy of the mass production motor industry is got 
to hold heavy stocks but to organize the flow of 
material from ‘suppliers so that it arrives shortly 
before it is required for use. This policy enables sub- 
stantial economies to be made in the investment 
requited in stocks:and work in progress and in the 
space required for storage. 

The production control department is ge 
operating between natrow limits; on the one hand 
there is the risk of a hold-up in production if supplies 
arè late and on the other Band excessive stocks pile 
up if supplies are too early. 

A car factory does not es stock records in the 
usually accepted sense of the term and it eliminates 
most A the costs of the type incurred in other busi- 
nesses in respect of the handling and recording of 
stock. Nor does the car factory have to keep records 
of machine loading because this. problem 18 met at 
the time when the factory layout is planned. The 
plant is balanced for the programme which it is to 

i undertake, 


Control of Jobbing Production 


In a jobbing | factory, whether that factory. under- 
takes jobbing in the sheet metal industry or in other 
indus the problems are very different. The plant 
out are selected for their flexibility and it is 
Ge t in a jobbing organization to keep a high level 
of sales in a suitable assortment which will ensure a 
steady and balanced load on all the plant. Unless the 
situation is very carefully watched the order book gets 
out of balance with the. plant capacity and certain 
machines have mote work ahead of them than they 
‘can cope with, wheréas | other machines : are under- 
loaded, 
In ‘view of this, it is See in most jobbing 
factories: to’ kéen ‘some ‘form of inachinė loading 


THE ACCOUNTANT 


July 11th, 1953 


records, These records will show the load ahead on 
individual machines or on groups of machines. They 
may reveal the need for a change in sales emphasis 
30 as to sell more products of the type on which the 
forward machine load is light and less products of 
the type where the fread machine load is heavy. 
These records may show that overtime may have to 
be worked in order to balance production with sales, 
and this overtime may be necessary merely on certain 


‘machines ‘or on certain groups of machines. ` 


These records will enable management to ‘forecast 
the need for an increase or decrease in the labour 


force sen the need to put work out to sub-contractors. 


E 


` 


, the records together with a long-term forecast 


of aes will be a basis for considering whether more 
plant should be bought. 

A word.of warning is necessary about machine 
loading records. Unless they are accurate and up to 
date they can be not only useless but worse than 


useless because they may lead to faulty management . 


action. 

In some cases load records are desirable for indi- 
vidual machines but the installation and operation of 
an effective system on this basis can sometinies be a 
very tricky business. It is often better to keep load 
récords merely by groups of machines as this involves 
fewer clerical complications. 

In a jobbing factory which has a fluctuating load 
of work and where the demand cannot be accurately 
forecasted, ‘conditions are very different from those 
in a mass production car plant. It is generally neces- 
sary to hold stocks and to keep stock records. The 
records may show simply, receipts and issues and the 


` quantity in stock. Alternatively the records may also 


show ‘due in’ (i.e. the material on order not yet 
received), and ‘due out’ (i.e. the material allocated 
for future production requirements but not ‘yet 
physically issued). : 


Cost Control ` 
Different factories have different problems and eo a 


cost control system should be ‘tailor made’ to suit the 


Kee conditions of the factory for which it is 
igned. The system which works best in a jobbing 
factory cannot be applied, with success, in a motor- 
car factory and vice versa. But behind all good modern 
cost systems there is a strong emphasis on the need 


to supply to management, at all levels from managing 


SE to foreman, the figures and the advice which ` 


WE them to control costs, 
illustrate this approach to cost control by 
giving a broad outline of some of the costing and 
budgetary control methods. used in an efficient motor- 
car factory. Although different systems are needed in 
jobbing factories the objectives of those systems 
should be the same; to-act as aids to management and 
to place more emphasis on cost control than on 
attempts to make precise measurements of cost on a 
historical basis. 

‘In a car-factory the control of costs centres around 
the annual budget. The budget consists of a number 
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of schedules but the heart of it is a budgeted profit 
statement which takes somewhat the following lines. 
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shows the budgeted ss alia on direct. labour. 
Process sheets prepared by the process planning 






























Model ‘A’ Total 
Model and number of cars " 100,000 110,000 

per 

car per annum } 

D £ £ 
1. Sales 400 40,000,000 46,000,000 ` 
2. Direct material costs . 300 30,000,000 33,500,000 
3. Direct labour costs 20 2,000,000 2,500,000 
4. Gross margin (1-2-3) | 80 8,000,000 10,000,000 
5. Overheads 7,500,000 
6. Profit .. 


Preparing the Budget 

The whole of this budget is based on a forecast 
that in the coming financial year the company will 
make and sell 110,000 cars of which 100,000 will be 
model ‘A’ and 10,000 model ‘B’. Before this basis for 
the budget is decided upon many matters are con- 
sidered. Reports from distributors and agents at home 
and overseas are carefully scrutinized by people with 
experienced judgment. 

General economic circumstances are considered 
and opinions formed as to the probable effect of 
competition from other manufacturers at home and 
abroad. Plant capacity is assesséd.and forecasts are 
made of the availability of material and labour. In the 
light of all this information the company fixes-a target 
of the number of cars it plans to make and sell in the 
year. From this is computed the money value of the 
budgeted sales. 


Second Line of Profit Budget 
The second line of the profit budget for the year 
shows the budgeted expenditure on direct materials. 
For «{ number of the materials used in a car the buy- 
_ ing’ ‘department may have placed forward contracts 
in an attempt to get the price stabilized for at least a 
year ahead. 

For materials where this has not been done the 
buying department is asked to make a forecast of the 
price at which it anticipates those materials will be 
bought in the coming financial year. 

These contract prices and forecast prices are applied 
to the specification of the vehicle which has been pre- 
pared by the designs office. This specification shows 
the amount of raw material and bought out finished 
items used in the production of one car. Thus is pre- 
pared a forecast of the material cost of that model. 
Similar forecasts are made of the material cost of 
other models, and these material cost figures are 
applied to the budgeted volume of production and 
sales to arrive at budgeted figures for expenditure on 
direct materials. ; 

The third line on the budgeted profit schedule 

Pa 


d 
r 





department show the work to be done in the produc- 
tion of each car: in the manufacture of components, 
in sub-assembly and in final assembly. For each of 
the operations necessary to produce the complete 
car, a standard labour cost is set; this is a forecast of 
what the labour cost will be. 

If the workers are paid on a piecework system this 
forecast of labour cost will be based on the piecework 
prices where they have been fixed. Where the piece- 
work prices have not been fixed, carefully prepared 
estimates are used. These standard labour costs are 
summarized to give the standard labour cost of the 
complete vehicle, and standard labour costs of this 
type are computed for each of the models to be 
produced. 

These standard labour costs are applied to the 
budgeted production figures and the result is a budget 
of the expenditure on direct labour for the year. 


Overhead Budgets 


The fifth line of the profit budget shows overheads, 
and this item is based on detailed schedules giving 
the budgeted overhead expenditure for each depart- 
ment in the company. The prime responsibility for 
these departmental overhead budgets rests with the 
people responsible for the management of those 
departments. But the financial controller and his 
subordinates are available to give advice on the pre- 
paration of the budgets, and Ei final approval of the 
whole budget plan will rest with the managing 
director of the company. The budget for one of the 
machine shops may be somewhat as follows: 


Overhead Budget — No. 1 Machine Shop 


90% 
93,000 












Activity 80% 





100% 110% 





Foremen 
Labourers . 
Consumable 
materials 

etc., etc. 





eee 100,000 | 106,000 | 114,000 
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- It will be appreciated that the actual level of pro- 
duction may be above or below the budget level. It 
is not enough, therefore, to set merely a fixed annual 
budget for overheads; it is necessary for the budget 
to be on a flexible basis so that overhead budgets are 
set in advance for possible variations in the level of 
activity. 

In the example given above, the budget shows the 
allowable expense for levels of activity varying from 
80 to 120 per cent of the level of activity on which the 
whole budget plan was based. It will be seen that at 
roo per cent activity (i.e. a rate of production equiva- 
lent to an annual output of 100,000 cars of model ‘A’ 
and 10,000 cars of model ‘B’) the allowable expense 
for the Number 1 Machine Shop is £100,000, whereas 
if actual output is 10 per cent above the budgeted 
output, the allowance would be £106,000. 

Some of the overhead items (e.g. foremens’ salaries) 
will tend to be substantially the same irrespective of 
changes in the volume of output, whereas other items 
(e.g. consumable materials) will tend to vary as out- 
put rises or falls. Each item of overheads will be con- 
sidered on its merits and a flexible budget set 
accordingly. 


Overhead budgets will be set in similar fashion for . 


all the other production and production-service 
departments, and these budgets will then be sum- 
marized somewhat as follows: 


Overhead Budget Summary ~ Production Director 


Production Departments £ 
No. 1 machine shop 100,000 
No. 2 machine shop 1,200,000 
Press shop ae 600,000 
Engine and gearbox sub- assembly,- 800,000 
Final assembly 400,000 

Production Services 
Maintenance 300,000 
Production control and stores 200,000 
Planning and rate-fixing 100,000 
Inspection asi 300,000 

£4,000,000 - 





A similar procedure is followed in preparing over- 
head budgets for the administration, sales, design and 
development functions of the business, and a master 
summary is then prepared somewhat as follows: 


Master Summary of Overhead Budgets Ls 
Production .. 4,000,000 
Administration and Ee 1,000,000 
Sales . d 1,500,000 
Desiga and Develbameae e 1,000,000 

£7,500,000 
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Consumable iN L 
Materials / 
etc., etc. S 
£8,000 | £7,440 | £7,900 | 


Cost Control Reports 


When the whole budget has been set, then the 
various departments of the business make a co- 
ordinated effort to carry their plans into operation, 
and the accounting department issues reports from 
time to time showing each department how it is pro- 
gressing in the comparison between actual perform- 
ance and the budget. 

Actual purchase prices of materials are compared 
with forecasted purchase prices, and the buying 
department is shown the effect of variations in buying 
prices. 

Similarly, the rate-fixing department is shown how 
actual labour costs are comparing with budgeted 
labour costs and all the departments are told how 
their actual overheads compare with budgeted over- 
heads. The overhead statement for the Number 1 
Machine Shop would be somewhat as follows: 


No. 1 Machine Shop 
Overhead statement for four weeks ended... cence 
Activity 90 per cent. 





Adjusted 
budget 


£ elke £ 


Basic 
budget 








Foremen .. 
Labourers 

















+ £460 





veel 





This statement shows that for four weeks the 
allowable expense for Number 1 Machine Shop would 
have been £8,000 if the activity had been on the 
budgeted level. In fact, actual activity was go per cent 
of budgeted level and at go per cent activity the 
adjusted budget amounts to £7,440. Actual expendi- 
ture was £7,900 showing an excess expenditure of 
£460. The statement would show where the excess 
expenditure had arisen item by item. = 


Conclusion 

Works planning is not merely the preparation of good 
layout drawings and production programmes by a 
competent planning staff; nor is good cost control 
merely a matter of good systems in the cost depart- 
ment. 

The most important aspects of works planning and 
cost control lie deeper than that and they depend 


~ primarily on the attitude of mind with which everyone ` 


in the business EE his work. The best results 
are obtained only under a managing director who has 
the right Se approach to his task and selects and 
develops fee subordinates with care and engures that 


. the-work of all departments is co-ordinated. The 


techniques of works planning and cost control are 


merely the a, outcome of such an attitude of, 


mind. 
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WEEKLY NOTES 


The Council of the Institute 


Mr Redvers Boulton Leech, M.B.E., T.D., F.C.A., 
of Coventry, senior partner in the firm of Leech, 
Evans & Co, was elected a member of the Council of 
The Institute of Chartered Accountants in England 
and Wales at the meeting held last Wednesday. 


Incorporated Accountant Knighted 


Mr Arthur E. Middleton, J.P., F.S.A.A., Chairman of 
the London County Council, waa knighted by the 
Queen at a reception at County Hall last Monday. 


The Institute’s Summer Course 


The seventh summer course of The Institute of 
Chartered Accountants in England and Wales 
assembled yesterday at Christ Church, Oxford, and 
will continue until after lunch next Wednesday. The 
papers being presented and the names of speakers are 
as follows: 

‘Some problems of the chartered accountant in 
practice’, by Mr W. L. Barrows, r.c.a. (Howard 
Smith, Thompson & Co, Birmingham), 

‘The chartered accountant in industry’, by Mr J. 
oy a A.C.A. (Director, Broadcast Relay Service, 

td). 


“Taxation, other than ‘taxation on income’, by Mr 

P. F. Carpenter, F.c.a. (W. B. Keen & Co, London), 

‘Organization and activities of the accounting 

profession in the United States’, by Mr John L. 

Carey (Executive Director, American Institute of 

Accountants). 

The course has been divided into eight discussion 
groups of about twenty members, for the purpose of 
discussion after each address and at any time during 
the course when a group may wish to meet. Each 
afternoon is being left free for members to use as they 
please, and there will be the opportunity to visit 
Blenheim Palace, the works of Morris Motors Ltd, 
places of interest in Oxford, or making a tour of the 
Cotswold Hills; there will also be a golf competition 
at Frilford Heath Golf Club. On Tuesday evening, 
Mr James Blakey, F.c.a., President of the Institute, 
will preside at a guest night dinner in Hall. 

We hope to include a report of the proceedings and 
a photograph of some of the personalities attending 
the course in an early issue, and subsequently to 
reproduce the papers being presented. 


The Scottish Institute’s Examinations 


The results of the May 1953 examinations of The 
Institute of Chartered Accountants of Scotland have 
now been announced. There were 151 successful 
candidates in the Final examination, while in the 
Intermediate 118 candidates passed; these results are 
65 more and 14 less, respectively, than those an- 
nounced for the December 1952 examinations. 


The Albert J. Watson Prize, for the candidate who 
obtains the highest percentage of marks above a 
certain minimum at each diet of the first division of 
the Final examination and who complies with certain 
other conditions was won by Mr Robert Christie 
Liddle, of Glasgow; while the Sir William McLintock 
Prize, which is in two parts, for the candidates who 
obtain the highest and second highest percentages of 
marks above a certain minimum and who comply with 
certain other conditions, was awarded to Mr Gordon 
MacDonald Milne, of Dundee, and Mr Robert James 
Jamieson, of Edinburgh. 

The names of successful candidates in the Final and 
Intermediate examinations appear elsewhere in this 
issue, 


Monopolies and Restrictive Practices 
Commission Bill 


The Government have introduced into Parliament a 
Monopolies and Restrictive Practices Commission 
Bill, which received its first reading in the House of 
Commons on July et, The purpose of this Bill is to 
strengthen the Monopolies Commission and enable 
them to deal at any one time with a greater number of 
ee To this end three principal changes are 
made. . 

First, the chairmanship of the Commission becomes 
a long-term pensionable appointment, and the Board 
of Trade is empowered to appoint up to two deputy 
chairmen — also on a long-term pensionable basis. 
The normal minimum age for retirement will be 65; 
retirement will be compulsory at age 72 and there is 
provision for removal on grounds of incapacity or 
misbehaviour. 

Secondly, the maximum membership of the Com- 
mission is increased from ten to twenty-five. 

Thirdly, the functions of the Commission will be 
exercisable by groups of not less than five members. 
In relation to any reference which haa been remitted 
to it by the chairman, a group will have all the powers 
and duties assigned to the Commission under the 
Monopolies Act and its report will be a ‘report of the 
Commission’ for the purposes of that Act. No con- 
clusion in a group report will, however, empower the 
Government to take remedial action under the prin- 
cipal Act unless it is the conclusion of at least two- 
thirds of the members of the group. 

The Bill relates only to the constitution and 
organization of the Commission; it does not in any 
way modify the powers and duties of departments 
under the Monopolies Act or the statutory conditions 
governing the making of references. 


Hill- cattle Subsidy 
The Minister of Agriculture has announced that he 
proposes to pay a subsidy of £10 a head on breeding 
cows and on in-calf heifers in regular breeding herds 
kept on hill and upland farms in England and Wales. 


44 e 


All calves in the herd must be reared but surplus 
milk may be sold in summer, the subsidy ip pee 
duced in proportion to the quantity sold 
t solely. for milk will not . The subsidy 
vl continue for the four years 1953-56. For 1953, the 
hill-cattle subsidy will continue but not more 
EEN 


Colonial Development Funds 

The way is now being paved for the provision of 
official funds for colonial development over the 
period 19 Ké to oe It is probable that these pro- 
visions include an extension of the time over 
which the moneys made available under the Colonial 
Development and Welfare Acts of 1945 and 1950 
may be spent. These Acts put £140 million at the 
disposal of “colonial development, but with seven 
out of the ten years now gone only about Än million 
has been spent. 

To ease the transition from the old period to the 
new, colonial Governments are to be allowed ro 
enter into commitments (provided they get the cus- 
tomary Treasury consent) beyond the existing time- 
limit which is the end of the first quarter in 1956 


and they may also exceed. the total of £140 a 


by £7 million. 
og extension of ‘the original Acts is not likel 

be a controversial issue. The idea built into SS 
that the United Kingdom Government should put 
a limited amount of funds at the colonial Govern- 
` ments’ disposal to be used to provide capital at key 
points to generate expansion of each territory’s 
economic and social assets has worked well in prac- 


tice. It also coincides with an era of colonial pros- 


perity when the territories concerned have been able 
to reinforce the fund very substantially from their 
own resources arid when the need for the United 
e dom to increase its overseas investments, difficult 
t may be, has been a paramount feature of its 
Seet policy. 
Resilient Production 
An improvement in the tempo of trade and industrial 
activity has been apparent for some time so far as 
could be judged Fos individual experience and 
passing evidence. This general air of increased 
rosperity, which may have owed something td the 
ronation preparations, has begun to be reflected 
in the statistics. Recent reports from the retail trade 
and the employment figures have provided some 
indication of what was ha ing. Now there is 
come the trend of bank advances (which are men- 
tioned in another note) and the official figures of 
industrial production. 

Provisional estimates for May put the industrial 
production index at between 119 and 120 compared 
with 118 a month before and with 117 in May 1952. 
Exact comparisons at this time of the year are diffi- 
cult to make as between the same month in different 
years owing to the way in which the Easter and 
Whitsun breaks fall. The however, give a 
impreasion that output recovered by May. 
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something like the levels achieved in the spring two ` 


ears ago. Indeed, it may prove to have been slightly 
tter. 

A gradual improvement in output is very much on 

the lines of the Budget forecast, and the Chancellor 


of the L arhegie expressed himself as well pleased ` 


with the trend of events in the domestic field when 


“he spoke on the subject in the House last week. 


What does not yet come out of the figures is how far 
the improvement consists of an increase in industrial 
investment as opposed to consumer spending and 
re-stocking. There is some evidence to suggest that 
even in this matter things are going the right way, 
but it is too early yet to trust the scrappy evidence 


available. Certainly there is little sign of disinflation - ` 


which was in the air at Budget time. . 
Slight Drop in Bank Advances’ 


- According to the quarterly figures of the British 


Bankers’ Association, the total of advances was 
reduced by about £3 million between February and 
May. This fall is small compared with the one ex- 


perienced at the same time last year when advances - 


were reduced by £52 million. 
The outstanding decline was in the category of 
ublic utilities, other than transport, at £41°3 million. 
heavy fall was largely due to the receipt of funds 
from the long-term capital market by the British 
Electricity Authority which has been able in conse- 
quence to pay off bank debt with the proceeds. 
Other significant ‘reductions in advances were re- 
corded by engineering and personal and professional 
accommodation. 
Increases were noticeable particularly in iron and 
steel, shipping and shipbuilding, cotton and wool, 


agriculture, food, drink and tobacco, the retail . 


trade and the general financial category. Some of 
these increases were, of course, seasonal but the 
general impression one gets from the figures is that, 
apart from the public utilities, advances have been 


growing to many trades and industries and not ` 


only to those experiencing a seasonal upswing. The 
ees and personal categories are still curtailed 

art from this the only noteworthy feature is 
SE at in accommodation to the engineering industry. 


Shipbuilding Costs Again 

In recent weeks no fewer than four contracts for 
ships on Clydeside have been cancelled. The latest 
one occurred last week when the Pacific Steam 
Navigation Company, a subsidiary of Royal Mail 
Lines, stopped the building of a passenger cargo- 
ship of some 11,000 tons. 

These developments are straws in the wind and 
ominous ones at that. This type of tonnage is needed, 
both to bring the British mercantile marine up to 


date and to give the yards, which have been heavily 


dependent of recent years on oil-tanker tonnage, a 
variety of work. This is indeed the hard way for an 
industry, or part-of it, to learn that costs cannot 
rise indefinitely. 
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FINANCE AND COMMERCE 


The turn of the half-year has brought institutional 
investors back into stock-markets and the general tone 
is firm as a result. Evidence of recovery from last 
year’s trade recession has brought demand for 
selected industrial equities. 


Tax Saving 


Last year’s setback in the textile and chemical trades 
persuaded many groups to transfer assets to new 
subsidiary companies and to make holding com- 
‘panies of existing concerns for tax saving purposes. 
One company which carried out such an operation was 
Howards & Sons Ltd, best known for the manu- 


facture of ‘Aspirin’. In his statement with the 1952 - 


accounts, now presented, the chairman’ points out 
that the action was taken on the recommendation of 
the company’s auditors whom the Board ‘naturally 
consulted’ when the recession in trade disturbed the 
company’s position, 

The year’s operations, the accounts show, resulted 
SG a net loss of £34,099 compared with a profit of 


07,696 in 1951 but the position is retrieved by the | 


E back of a net £74,210 from previous provisions 
for taxation. A note to the accounts states that the 
release of this amount results mainly from the 
transfer of the company’s trading activities to a new 
subsidiary from April 2nd,-1953. 

Besides this ‘most far-reaching recommendation’ 
the accountants recommended certain improvements 
in the organization structure and also in the records 
and statistics of the company. These are being put 
into effect. With sales improving and production 
economies taking effect current results indicate that 
the'company is no longer trading at a loss. 


Assets Revalued 


The 1953 accounts of Henry Hope & Sons Ltd, the 
metal-wiridow and door-frame concern, show the 
application of the revaluation of the parent company’s 
fixed assets carried out in 1951. The result of the 
revaluation was a surplus of £823,243 which has been 

laced to capital reserve. In the parent company’s 

alance sheet the net total of fixed assets was 
£1,564,593 at March 28th last, compared with 
£743,284 at the end. of the 1951-52 financial year 
on the old value basis.- 

In the 1952 accounts the revaluation was adopted 
as the basis for depreciation but the assets figure in 
the balance sheet was unaltered. Now the full 
application is made and there is also another indi- 


cation of the Board’s concern with changing money ` 


values in the statement by the chairman on dividend 
policy. 

While it is not the intention of the Board to depart 
from a conservative dividend: policy they ‘realize 
that the value of money is far less now than it was 
before the war’. Dividend is increased from 12} to 


174 per cent and a special Coronation Year bonus of 
5 per cent is added. This ‘distribution, it is empha- 
sized, represents ‘only 1-06 per cent on the total 
capital employed in the business. 


With Additions 


To most of our readers the accounts of Cartwright & 
Edwards (Longton) Ltd, which we reprint this week, 
will probably be something out of the ordinary. To 
shareholders in the company, however, the accounts 
are nothing exceptional because they have been 
presented in this out-of-the-ordinary manner for the 
past four years. 

Separate accounts of both companies ~ the operat- 
ing and parent concerns ~ are submitted because the 
directors consider that these give fuller information 
and are less confusing than consolidated accounts. - 
That, of course, is a matter of opinion and the easiness 
or otherwise with which company accounts are read 
depends to a very large extent upon the form of 
account to which the reader is accustomed. There 
are presumably no complaints from Cartwright & 
Edwards’ shareholders. 

We. found the interjection of the ‘additions’ 
column between the 1951 and 1952 figures, and the 
placing of the 1951 figures next to the narrative 
confusing at first particularly as we began to read 
from the operating company’s profit and loss account, 
which appears on the back page of the accounts in 
the original and has the 1952 ae next to the 
narrative. 


Money Market 


Raising of the market’s Treasury bill bid to £99 85 4d 

brought a reduction to {2 6s 8-48d per cent in the 

average discount rate of July 3rd. Applications 

totalled £334,115,000 and the market recetved 75 per 

Se of requirements. This week’s offer is £260 
on. 


` CARTWRIGHT & EDWARDS LTD 
(Operating Company) 


Profit and Loss Account year ended Decamber 3ist, 1952 





1952 1951 


D 
Trading Profit 19,484 27,060 
. Rents Receivable (lets Outgolngs) P Di H7 58 
Investment Income Gross — Trade Ké DES E 6l 40 
` Defer Repairs executed 7 i: — 1,605 
19,662 28,763 
£ £ 
Less Directors’ Emoluments DI D D s 4,750 4,750 
Depreciation .. La os Ze s. 11,392 11911 
i Audit Fee and Expanses Di a Eé ge 172 172 
Í 16,314 16,833 
` D £ 
Net Profit before Taxation ae Se D se 3,348 11,930 
` [ncome-tax on Current Profits .. ns ae sé 1,189 724 
- Profits Tax on Current Profits ga i i 95 176 
Adjustment of Profits Tax, 149.. Sg e RE Cr. 729 oe 
Net Profit after Taxation ‘(Dividend to Parent Co).. £2,793 £11,030 
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pe , Palmer’s Gompas Precedents 
' Part III: Debentures 
Sixteenth Edition 
‘by Judge A. F. Topham, SE .C., LL.M. (deceased) 


R. Buchanan-Dunlop, B.A., Barrister-at-Law 
(Stevens & Sons Ltd, London. £6 6s od net) 


, This volume completes the imposing Palmer trilogy 
on company law forms. Every form which could 
[comparably be required in connection with com- 
' pany debentures, whether in the process of litigation 
F or otherwise, appears to have been included and, 
, of course, the necessary alteration of references and 
of law made n by the Companies Act, 1948, 
„pas been duly dealt with. This alone would make the 
ž book essential for any professional man who deals 
with company law or the lending of money to com- 
| panies, but the notes appended to the forms comprise 
‘a text-book in themselves. 
| Particularly instructive are the copious practical 
notes on the problems of obtaining advances from 
‘banks 


One observes with regret that although the exten- 
‘sive changes in stamp duty rates introduced by the 
'Finance Act, 1947, have been duly dealt with, the 
perhaps even greater changes ushered in by the 
Finance Act, 1949, appeat to have been Ge 
‘In the next edition the editor will perhaps consider 
ee advantage of showing the latest rates of stamp 

uty in the body of the text, in place of the obsolete 
rates, instead of leaving the reader to discover the 
hew rates from footnotes or by means of an arith- 

etical computation. There are several sections of 
, the Companies Act in which debentures figure 
prominently but which aré not mentioned in the 

ok. Examples are Sections 5, 103 and 174. Ad- 
mittedly these sections are not closely concerned 


With forms, but a brief mention of them in the notes 
> add to the book’s utility. 


The Company Director 
His Functions, Powers and Duties 


by Alfred Read, C.B.E., F.C.1.S., F.Inst.D. 
(Jordan & Sons Ltd, London. 30s net) 


This new book has been prepared under the authority 
of the Council of the Institute of Directors and it is 
` extremely sound besides being handsomely pro- 
_. duced. It does not confine itself to company law but 
P extends to other matters with which the company 
director may be expected to contend. 

& Indeed, the author embarks in his introduction on 
some polemics about the social value of directors as 
a class, a subject on which he must surely be regarded 
a ai preaching to the converted, since the book is 

addressed to those who have accepted appointment 
ag directors. Such of them — and they are many - 





who have had no formal instruction on the great 
body of law which’ governs their activities, could 
hardly do better than study this book, while those 
already well versed in company law may also read 
it with advantage. In the next edition the author 


‘may consider correcting his statement, on page 14, 


that the object of the definition of diréctor, as includ- 
ing a person ‘occupying the position of director by 
whatever name called’ (Companies Act, 1948, Sec- 


- tion 455 (1)) is directed at the man who shields him- 


self behind ‘dummy’ directors who do his bidding. 
The definition does not go as far as that. 


Studies in Costing 
Edited by David Solomons, B.Com., A.C.A., 
Reader in Accounting, University of London 
(Sweet & Maxwell Ltd, London. 35s net) 

A volume of 650 allows the anthologist reason- 
able elbow room. Whe editor of this collection divides 
bis, och: material into five sections. The first is 
historical, the second is mainly theoretical and the 


_remaining three are devoted to’ practical matters ~ 


costing as an instrument of planning, costing as an 
instrument of control, and costing in the service of 
government. Each of the twenty-six contributions 
combines authority with literary grace and ~~ ve 
assembly has that pleasing balance which o 
anthologist who is in perfect sympathy SC 
subject can achieve. ‘This book raises the Cea. 
tion of costing into the realms of intellectual abstrac- 
tion without forgetting the hard fact that the arena 
for many of its ultimate battles is the factory floor. 
It can be unreservedly recommended to any account- 
ant who considers that costing makes dull reading. 


Statistics as Applied to Accounting Data 
adapted by G. R. Curtis, M.Sc., Ph.D., F.C.1LS. 
from ‘Advanced Accounting’, 
by R. Keith Yorston, F.C.A.(Aust.), 

E. Bryan Smith, A.1.C.A., and 
S..R. Brown, F.C.A.(Aust.) 

(Sweet & Maxwell Ltd, London. 22s 6d net) 


When the definitive Australian manual Advanced 
Accounting, was reviewed in these columns nearly 
three years ago, it was remarked that the final chapters 
on the application of statistics to accounting contained, 
as Huckleberry Finn said of Pilgrim’ s Progress, ‘state- 
ments interesting but tough’. This section has now 
been severed from the main text of the original book 
to form a separate volume. ‘The schism and necessary 
adaptation have been skilfully done. The new version 
has a pleasing roundness and unity and its 150 pages 
of theory and example should be of real value to the 
accountant, both in the preparation of financial 
information for manageme? and in the interpretation 
of accounts. 


The Business Doctor 
_ by Walter Pinner, Dr. Econ. (Halle- 
Wittenberg) 


(Sir Isaac Pitman & Sons Ltd, London. 18s net) ` 


The object of this treatise, as a sub-title indicates, 
is to diagnose the causes and, thus forewarned, to 
ensure the prevention of business losses and failures, 
The first part deals with the business man and his 
professional advisers and the opening chapter con- 
siders his relationship with the practising accountant 
and the cost consultant. The author's ideas of the 
accountant’s functions and responsibilities as auditor 
-seem slight in the extreme and, although his subse- 
quent examination of the causes of business ills makes 

interesting enough reading, the suggestion of super- 
ficiality which ge first chapter gives persists through- 
out this short and, somehow, unsatisfying- book. Dr 
Pinner’s principal advice to business executives is 
that they should make better use, when things go 
wrong, of the various forms of expert professional 


advice available, a conclusion with which all account-. 


ants, too often summoned too late, will agree. 


Letters from a Bank Parlour 
by W. S. Hill-Reid ` 
(The Falcon Press, London. gs 6d net) 


` Mr Hill-Reid is to be congratulated once again on a 
very readable and instructive book. 

The title may suggest a series of dry-as- dust 
epistles, full of technicalities, which would not, of 
choice, be of interest to the ordinary person. In 
fact, however, the ‘lettera’, some written to a young 
man and others to a young woman, are full of dry 
humour, are couched in a.very engaging style, and 
are- technical only when necessary. They contain a 
wealth of wise advice and helpful information on 
every-day money matters and are designed to help 
these young people to ensure future happiness by 
the avoidance of financial worries. But whether he 
be young or old, the reader cannot fail to benefit 


from the wisdom which the author has passed on 


out of the fund of experience gained by him in the 
pursuit of his calling. 


The Secretarial Practice of Local 
. Authorities 


by W. Eric Jackson, LL.B.,. Barrister -at-Law 
(W. Heffer & Sons Ltd, Cambridge. zos net) 


The Chartered Institute of Secretaries has sponsored 
this publication which in the main deals with the 


committee procedure of local authorities. The first 


few chapters serve to form a background to the rest 
of the book, dealing as they do with the nature and 
constitution of local councils, the creation of boroughs 
and qualifications for membership of local authorities 
generally. The book’s main purpose is to deal with 


the secretarial practice relating to the work of a local , 


authority such as the preparation of agenda papers 
and minutes of meetings, and the procedure to be 
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followed in convening and controlling council meet- 
ings. Rules of debate for the orderly conduct of 
business are very well set out in a clear and attractive~ 
style. The author does not hesitate to give his own 
opinions and he supports them with reasoned 
arguments. ` 

Other chaptets deal with administrative details in 
a more cursory manner; the result is a well-written 
book which should be useful as a guide to both 
officers and members of local authorities. It can be 
no more than a guide on many of the points raised, 
a the matters dealt with cover a wide range in few 

ges. Nevertheless, the book is a useful addition to 

the JA publications on this somewhat neglected 


topic. 
SHORTER NOTICES 


BangınG, by J. B. Parker, a..z. (The English 
Universities Press, London. 6s net.) One of the 
“Teach Yourself’ series, this book is intended for 


ship, in law-and in practice, between bankers and 
their customers, and also for those who are interested 
in the staff side of the larger banks. The author has 
not attempted to go into technical matters too 
deeply (this would be impossible in a volume of 
160 pages), but he has succeeded in painting an 
informative picture of British banking. 


Hanson’s DratH Dors (Ninth Edition), Fifth 
Cumulative Supplement, by Jackson Wolfe, LL.D., 


~ Barrister-at-Law, and Henry E. Smith, LL.B. (Sweet 


& Maxwell Ltd, London. 20s net.) This new supple- 
ment brings Hanson up to September 13th, 1952. A ` 
particularly interesting feature is the reference to a 
concession by the Inland Revenue in a case affected by 
the decision in In re Lambton ([1952] 2 All E.R. 201; 
E AT.C. 300). Under it, the Inland Revenue will 


Së, 


those who wish to learn something. of the relation- H 


or the time being allow. a ‘slice’ deduction for a, 


continuing annuity, instead of merely the actuarial 
value, provided the annuity was created by the same 
disposition as created the life tenancy and the property 
was not settled by the deceased life-tenant himself. 


UNDERHILL’s Law RELATING TO ‘TRUSTS AND 
Trustees (Tenth Edition), Second Cumulati 


. Supplement, by M. M. Wells, M.A., Barrister-at-La 


(Butterworth & Co (Publishers) Ltd, London. er neti, 
This supplement, designed to be inserted i in a pocket- 
in the main volume, brings it up to date as at 
September rst, 1952. A ae eae quality of 
paper has been used this tim 


A HUNDRED YEARS op THE Sege be O: R. 
Hobson. (Batsford, London.) The Halifax Building 
Society is not the oldest, but it is certainly the 
largest of the building societies and has attained a 
respectable antiquity by celebrating ita centenary this 
year. The directors have marked the occasion by the 
publication for private circulation of a lavishly pro- 
duced history, written by a distinguished economist 
and financial journalist who has performed his task 
with considerable skill. The text has been embellished 
with many interesting illustrations. 


Ki 


ad 


=t 


July 11th, 1953 


THE ACCOUNTANT 


049 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 


The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Accounting for Inflation 


SIR, — Under this heading there has been consider- 
able discussion regarding ‘truth’ in accounting. It is 
submitted that it is the ‘relevance’ not the ‘truth’ of 
the various theories which is at issue. ` 

Let us suppose that a person engages in a venture 
in year 1 with £100 cash, and in year 5, having made 
no ‘drawings’, finds himself with £300 in cash; in the 
meantime the purchasing power of money has depre- 
ciated by one-half. The results of this venture can be 
interpreted in at least two ways. In terms of £s his 
profit is £200; in terms of units of purchasing power 
his profit is the equivalent of (year 5) 100 


Jor £(year 1) 50]. 


Both these statements are true. Which is relevant, 
or the more relevant, cannot be answered by 
accounting alone. 

Lawyers and economists do not claim to be the 
only persons responsible for determining what the 
law or economic policy should be; both are aware of 
the limitations of their own contributions, particu- 
larly if they are based purely on conceptual analysis. 
Unfortunately many accountants, and members of 
other professions who should bear some of the 
responsibility for determining which of the concepts 
under discussion. are for various purposes most 
relevant, still tend to regard this analogous problem 
of what should be, as solely an accounting one. 


Yours faithfully, . 
T. R. JOHNSTON. 
Trinity Hall, Cambridge. 


Treatment of Taxation in Accounts: Hatton v. 
C.I.R 


Sm,- I do not think that taxation ought to be 
‘provided’ in accounts by any of the four now 
accredited methods but should be left as part and 
parcel of the profit and loss balance. There are other 
advantages of this method but they need not be dealt 
with here. The basis underlying my suggestion 
consists of the fact that taxation is not a liability, 
for this arises only from some contract entered into 
or some obligation undertaken by the company. 
Taxation on the contrary arises only with profits 
and is a requirement on the company to pay over 
on a given date the share of such profits due to the 
Government. ; 
This brief outline of the position is necessary to a 
true appreciation of, what must otherwise be a 
startling decision in the case of Hutton v. CLR. 
In giving judgment, Mr Justice Upjohn said (and in 
doing so gave a lesson in accountancy): 
‘The company has made profits . . . it can pay tax 
in two ways... by... paying cash out of its general 


fund standing. to credit of profit and loss account... 
or by making provision . . . by the purchase of tax 
reserve certificates.’ 


What a masterly exposition of a matter of fact 


. problem, namely, the handing over to the Govern- 


ment of its share of profits. 

The remainder of the judgment proceeds to ex- 
plain that the second method, that is, the purchase of 
tax reserve certificates, is really only a method whereby 
the purchase operates as the payment of the present 
value of a future larger obligation; a calculation of 
daily occurrence to actuaries. The ‘interest’ is the 
means of calculating the larger sum, for all that is 
required to be done is to add the interest to the cost 
and the sum so obtained is the larger obligation. The 
interest is not interest of money lent but merely the 
factor enabling present value and future obligation 
to be equated. 

Were it not out of place I feel a vote of thanks ought 
to be passed to the learned judge for showing 
accountants generally the way out of the labyrinth 
they have created in attempting to deal with taxation 
Sr account: Yours faithfully, 

London, EC2. E. 


"The Accountancy of J. M. Keynes’ 


Sir, ~ I sincerely trust I am not just being charitable, 
when I assume that the last paragraph of Mr Striker’s 
most interesting article on “The accountancy of J. M. 
Keynes’ (June 27th issue), in which he makes the 
astonishing statement ‘that there is, in economic 
theory, a lamentable ignorance of the facts of 
economic life . . . and that it therefore behoves the 
accountant to regard with profound suspicion the 
literature of theoretical economics’ was just added 
at the last moment in the hope of stinging some 
academic economist into replying. 

I trust this to be so, particularly because I think 
that accountants as a group are probably the slowest 
by comparison with other professions to accept and 
act on advances on new developments in their own 
principles and thought. 

An instance of this may be seen in Mr Striker’s 
own article. This is especially amusing as he himself 
draws attention to text-book inaccuracies, which in 
spite of the suggestions of the Carr-Saunders Com- 
mittee, have shown as he says no signal improvement. 

Mr Striker refers under his definition of the term 
‘supplementary cost’ as used by Keynes to a ‘reserve 
for obsolescence’ and such an item also appears in 
the manufacturing and profit and loss account given 
as an illustration. Now I: am quite sure that Mr 
Striker is aware that the Companies Act, 1948, ` 
defines a ‘reserve’ in such a way that the term cannot 


op 


be applied to any balance representing a liability or 
to a depreciation provision, yet the old term persists, 
and though it might be pleaded ‘that the account 
shown is that of a private trader to whom the Act 
does not apply, it is recognizably better practice as 
adopted in the Recommendations on Accounting 
Principles (though here I would agrée with Professor 
Baxter that for a professional body to issue official 
recommendations seems wholly wrong, as tending 
towards rigidity of thought) to distinguish. carefully 
between provisions and reserves and to confine the 
latter term to profits which have not been distributed 
as dividends. 
` Yours faithfully, 

London, SW5. LR TAYLOR. 


Sm, — In his criticism of the General Theory, Mr 
Striker accuses Keynes of having failed to distinguish 
between debit and credit. 

What an unreasonable criticism! 

The function of an economist is to contemplate the 
economic system as a whole, wherein debits are 
exactly cancelled out by credits. 

It is none the less essential that economists SE 

that for every debit entry there is a credit entry. 


Yours faithfull: 
` London, W2. Ls. ROSS 


‘Mistake in Contracts’ 


Sm, ~ It was with interest that I read Mr Sophian’s 
article in which he pursues the chain of legal decisions 
in which the recent case of Harrison Gi Ltd e 
Burten Lancaster Lid ([1953] 1 All E.R. 903) is the 
latest link. I was surprised, however, to find Cundy v. 
Lindsay ((1878), 3 A.C. 459) quoted as an instance.of 
a voidable contract. The House of Lords held that no 
contract had been made between the respondents, 
Lindsay & Co, and Blenkarn, ‘the dishonest man’, 
with the result that Blenkarn never had a possessory 
title which he could transfer to the appellants; i.e. this 
was a void contract, not voidable. 

Similarly the controversial case of Sowler v. Potter 
Waad 1 K.B. 271) (réferred to as Fowler v. Potter in 

e SEN appears at first to be inappropriately cited. 
Tucker, J., held that the lease was void ab initio 
because the plaintiff had been mistaken with regard 
to the identity of the person with whom she was con- 
tracting. It ig true, however, that he also held that the 
lease had been induced by the defendant’s fraud and 
was therefore voidable. Doubtless it is to this aspect 
of Cundy v. Lindsay also that Mr Sophian refers. 

With respect, I submit to Mr Sophian that the 
case of Phillips v. Brooks ([1919] 2 K.B. 243) is more 
directly in point in his context. In the circumstances 
of this case the fact that the seller was induced to sell 
by the fraud of the buyer standing Wee in his 
presence made the sale valid until disafirméd’= 
Le. voidable but not void. 

To quote from Cheshire and Fifoot on The Law of 
Contract: 
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‘In the rare case3 where fraud has been held to be 
of such a nature as to induce fundamental mistake 
the common’ law declares the contract to be VS 
Apart from this, however, the effect of fraud in eve 
case is to render the contract voidable.’ 


Tt is perhaps misleading of Mr Sophian to choose a 
couple of the rare cases to support his argument which 
is well borne out elsewhere. 


_ Yours faithfully, 
Mill Hil, NW7. R. I, SLOCOMBE. 


[Mr Sophian writes: Your correspondent’s observations 
are quite correct with regard to Cundy v., Lindsay. 
What I was referring to, however, was the case in the 
Court below, Lindsay v. Cundy, and to the view of 
Blackburn, J., reported in 1 Q.B.D. 348, at page 355. 
That reference should have been substituted for 
3 A.C. 459. 

As regards Sowler v. Potter (z939), 4 Al E.R. 478), I 
agree that the lease was held there to be void, and A 
should not have been included for that reason, in the~ 
paragraph in the article. But at the same time it is open 
to argument that the lease there should have been held 
to have been voidable — and not void.] 


Accountancy Qualifications 


Sm, — I have followed with great interest the recent 
correspondence in your columns on the question of 
unqualified accountants and co-ordination. ` 

However, one point all your contributors seem to 
have overlooked is that the existing accountancy 
bodies, the Institute, Society and Association, provide 
a means of obtaining a recognized accountancy 
qualification to all those wishing to follow the pro- 
fession of an accountant. What, then, are the use of 
all the other bodies of accountants to the public, ¿ 
or, indeed, to their members themselves? For the 
latter it can be su ed that perhaps they have not 
sufficient interest in their chosen profession to obtain 
a recognized accountancy degree or, alternatively, 
they have not the learning to obtain one of the 
recognized qualifications, open only to successful 
examination candidates. What other reasons can be 
put forward on their behalf? 

There is nothing ‘fortunate’ in being a member of 
the récognized bodies of accountants, those who 
ney ee status have worked to get there and should 
se considered ‘lucky’. 

If co-ordination is to be shelved for the present, I 
consider that the Institute, Society and Association 
should use judicious publicity in order to bring to 
the notice of the leas informed of the public the 
meaning of a recognized accountancy qualification 
and its descriptive title and letters so that the public 
are not misled intentionally or otherwise by the so- A 
called ‘quack’. ` 

As a chartered accountant with a small practice, 
I find that this frequently happens. 

Yours faithfully, 


Egham, Surrey. N. H. DAVIS 
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` The eleventh annual general meeting of the London and 


District Society of Chartered Accountants was held in 


` the Oak Hall of the Institute on June 25th, with Mr 
. Douglas A. Clarke, LL.B., F.c.a,, chairman 


of the 


' Society, presiding. 


The report of the Committee for the year to March 


jist, 1953, was taken as read. 


CHAIRMAN’S ADDRESS 


on stock valuation which was opened by Professor 
Baxter and Mr David Solomons, of the Department 
of Accountancy at the University of London, Mr 
Solomons being a co-opted member of the London 
Regional Taxation and Research Committee. 


Mr Kraayenhof’s Address 
Mr J. Kraayenhof, a past president of the Netherlands 


fi : , S ., Institute of Accountants and head of their delegation 
, The See SE ee his address from which to the Sixth International Congress, gave us on 
WE reproduce the tolowmg-extracta; 7 February 4th, 1953, an address on ‘International 
y auditing practice’, in which he discussed the problems 
ke : Membership i , involved in achieving uniform procedure. We were 
During the year there has been a net increase of 45 in delighted to have the opportunity of welcoming him as 
i cae tain Ge te E 2 total ot agai A distinguished leader of he Ge in SE and 
l rtunt Maa - OF expressing our a Wi countrys mis- 
bers of the Institute working or living in our area that, EC Kiche Ge and flood. He gave us the 
membership of this Society involves no subscription opportunity of seeing our own auditing practice against 
, and can be obtained by making a written request to gn international b und, in comparison with 
, the secretary. practice in the United States of America, in Holland 
Evening Meetings ` and in Gees e achieve oer ae in Se 
During the year the evening meetings were well Practice of auditing, vocate 
attended. There were three main groups of addresses ternational understanding between accountants and 
` each consisting of three subjects, making nine evening Stressed the value of informal discussion between 
` meetings in all. representatives of the four countries. Mr Kraayenhof’s 
The first main group gave an approach to manage- #ddress* has attracted some attention in the United 
ment accounting,! a subject of current interest which States in the columns of the ¥ournal of Accountancy for 
has been commeénded to district societies by the May 1953. 
Council. The opening address on ‘Principles of Luncheons 
management’ was by Sir Hugh Beaver, chairman of nant : ; 
the British Institute of Management, and many There were three luncheons‘during the season which 
y members will have recalled the similar series of were followed by short addresses. The limited time 


addresses arranged by the Society four years ago when 
the opening address was given by Sir Charles Renold, 
the previous chairman of that Institute. The second 
address on ‘Business organization and accounting 
structure’, was by Mr Lawrence Robson, a member of 
our Institute Council, and the third of the series on 
‘Business forecasting’ was by Mr A. P. Ravenhill, a 
member of your Committee. 

The second main group of addresses on taxation’ was 
begun by Mr John Senter (since appointed Queen’s 
Counsel), on “The excess profits levy’. He was followed 
by Mr H. D. Bessemer, B.A., one of our members, on 
‘Estate duty on company shareholdings’, and by 
Professor L. C. B. Gower, of London University, on 
‘Companies and taxation’, an address which gave advice 
on the advantages and disadvantages of incorporation. 


In the third series on auditing and accounts, there . 


was a topical address on published accounts by Mr 
Harold E. Wincott, the Editor of the Investors’ 


@ Chronicle, under the title “Has the Companies Act, 


1948, helped investors”? and an interesting discussion 
1 See The Accountant, dated November agth, 1952, and 
March 7th and 21st, 1953. 

3? See The Accountant, dated January roth and May 30th, 
1953. . x : : 

8 See The Accountant dated May 9th, 1953. 








available sets the speaker a problem in planning his 
address, Our members had the opportunity of enjoying 
and comparing the style of Lord Rennell of Rodd on 
“The professional accountant’; Mr Harold Watkinson, 
M.P., who gave an address on ‘Productive efficiency’® 
(which included a remarkable summary of the Govern- 
ment’s approach to relations with labour), and the 
Hon Mr Justice Upjohn, C.B.E., who out of unrivalled 
experience gave entertaining and valuable advice on 
“The accountant in the witness-box’®. All the speakers 
maintained a light touch and solved the artistic 
problems of time and matter. 

For the first time since 1938, a dinner and dance was 
held at The Park Lane Hotel and this proved to be a 
most enjoyable occasion. The President of the Institute, 
Mr T. B. Robson, and Mrs Robson, were present and. 
received the members and guests. There were no 
speeches and it was evident that the decision to hold 
the function had been fully justified. 

This increased programme was instituted by the 
Programme Sub-committee only after some anxious 
thought and in the circumstances of the year has 
ptoved to be a success, With a greater number of 


*See The Accountant dated March 14th, 1953. 
5 See The Accountant dated January 17th, 1953. 
€ See The Accountgnt dated April 11th, 1953. 
ZE 
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fixtures it has been possible to have a variety of subjects, 
and members can choose the topics that interest them 
more. Equally important is to have a variety of speakers. 
Attendances were certainly not diminished by the 
greater frequency of the meétings and were helpéd by 
the issue for the first time of an advance programme 
coveting the whole season. The new duplicate gummed 


slips for desk and pocket diaries have helped to. 


prevent members overlooking the dates. Attendances 
at the luncheons have, I believe, been encouraged by 
the announcement that proceedings would be over at 
2.30 p.m. and the precise fulfilment of this promise on 
each occasion should help to maintain for the future 
the goodwill of our members towards these pleasant 
and friendly functions. ` 


Scottish and Irish chartered accountants in London are 
as welcome as if they were members of our own Institute. 


Taxation and Research 


The London Regional Taxation and Research Com- 
mittee has ‘continued its valuable work with Mr A. P. 
Ravenhill this year as chairman. It has considered 
various matters referred to it by the main Taxation and 
Research Committee or matters raised by members of 
the Society. Those members of the Committee who 
have shared in the preparatory work on memoranda 
submitted by the Institute to the Tucker Committee on 
Trading Profits and Retirement Benefits ‘and to. the 
Royal Commission on Taxation, will be happy to see 
some of the suggested reforms being made law year by 
year in the Finance Acts. Those who are in practice 
are waiting, as‘ patiently as they may, for the publica- 
tion of a report of the second Tucker Committee on 
Retirement Benefits, expecting that even after the 
report is issued the legislative mills will grind slowly. 
We shall certainly all be rather older before the tax 
laws in this respect treat self-employed persons fairly. 

Each year, immediately on the first publication of 
the Finance Bill, a subcommittee examines the Bill 
and transmits at once to the main Taxation and 
Research Committee any’ recommendations as to 
amendments which are required in order to correct 
faults and anomalies or to repair deficiencies which are 
apparent in the Bill. If within a very short time of the 
publication of a Finance Bill members discover 
anomalies or faults of drafting, and notify the hon. 
secretary in time, their points can be considered, but 
questions of a political character would be inappro~ 
priate for submission. 


Articled Clerks 
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Articled clerks must belong to a students’ society 


under the terms of their. articles, “and in the London- 


area all new articled clerks are invited by the studenits’ 


society to meetings of new members when they: ‘are - 


given a welcome by the president and vice-presidents 
of the students’ society. After that, various courses of 
lectures and demonstrations are provided by the 
students’ society. 

I would ask all principals in our area to do all that 
is possible to encourage their articled clerks to take 
full advantage of these facilities and of the oppor- 
tunities of meeting other articled clerks that the society 
affords. We must recognize that each articled clerk has 
his own problems which, in the last resort, he must 


- solve for himself. There may be periods of strain 
At all our evening meetings and social occasions, ` 


during articles when no time is available but this only 
makes it the more important that at other periods the 
articled clerk should mix with other articled clerks and 
make friends; take part in the life of the society; learn 


` from the practical experience and .advice of older 


members what cannot be learned from text-books; 
and fit himself better to take his place in a great 
professien. 

There is a common field for the two societies in 
bridging the transit from the students’ society to the 
district society. Last year the students’ society sug- 
gested that young men newly qualified felt some 
reluctance to take part in the discussions at the 
evening meetings of the district society. It was thought 
that if more informal meetings were also held, there 
would be greater opportunity in the life of the district 
society for younger men: to meet more experienced 
members. Your committee then decided to investigate 
the possibility of forming discussion groups of qualified 
members. Circulars were sent to our members and the 
experience of an existing discussion group of account- 
ants was drawn upon. 


~ Discussion Groups 


As a result of the. interest shown in the proposals, four _ 
discussion groups were formed, each with its own 
chairman and honorary secretary and each with 
members who are in practice, members in industry and 
members employed in the profession. Each of these 
groups has met regularly since last autumn and with 
the devoted work of the honorary officers and the 
enthusiasm of the members, these groups have had a 
successful season. Individual members volunteer to 
prepare short introductions on the main topics chosen, 
which are then discussed by. the members present, 
id ieee bene of A ieee can be ee SE 
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support they were receiving. At Reading, the formal 
>meeting, which was attended by members and their 
articled clerks, was followed by an informal meeting at 
which senior Inland Revenue officials of the Reading 
area were present and general questions of tax practice 
were discussed. At Southend-on-Sea I was invited to 
dinner and to speak afterwards on the work of the 
London and District Society, and on another occasion 
the vice-chairman was invited to dinner and to address 
the members present. 
I am glad to say that the chairmen, Mr G. Talfourd~ 
Cook, of Reading, and Mr J. Corbishley, of Southend, 
were able to come as guests at two of our luncheons. 


District Societies 
During the year I was invited as your chairman to the 
annual dinners of the other district societies. It was a 
great experience to meet so many of their members, 
to learn of local conditions affecting the profession and 
to see the quality of the articled clerks from whom 
their future members will be drawn. 

A In May, the committee and the London members of 
the Council entertained the president of the Institute, 
Mr T. B. Robson, to dinner at the Tallow Chandlers 
Hall and we were able to welcome to our district Mr 
Blakey, then vice-president of the Institute, and the 
presidents of the district societies. 

At the dinner and dance and at luncheons we were 
happy to have with us as guests, representatives of 
organizations for London and District of the Scottish 
Chartered Accountants, of the Incorporated Account- 
ants and of the Certified and Corporate Accountants, 
and I thank them for the invitations to their own 
functions. 

A number of changes in membership of our com- 
mittee are now arising. Our good wishes go with Mr 
A. N. Hollis who has begun to practise. Of the practis- 
ing members, Mr E. F. G. Whinney, a former chair~ 
man, and myself cease to be elected members after 
appointment to the Council of the Institute. Of the 
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industrial members not in practice, Mr J: Clayton 
ceases to be an elected member on appointment to the 
Council, and Mr E. H. Davison does not seek re- 
election. 

Many of our members will recall the entertaining 
debate some years ago between Mr Clayton and Mr 
Davison on the accounting treatment of rising price 
levels. Throughout their periods of service on the 
committee Mr Clayton and Mr Davison have always 
been willing to do their full share and more, and I 
would like to express our thanks for their helpful and 
valuable contributions towards its work. 

The London and District Society has now completed 
fully ten years since it was launched with a new con- 
stitution with elected representatives of various sides 
of the profession. It had the initial advantage of 
succeeding to the work and traditions of the former 
London Members’ Committee. It has had the continu- 
ing advantage of a succession of committee members 
who have been diligent to establish good relations 
between all its members and zealous to make this new 
constitution work. The running-in, period is long over 
and the committee has achieved a method of working, 
some new traditions, and a character which should 
enable it to serve well the members of the London and 
District Society for the greater glory of the Institute 
as a whole, . 

Before concluding, I would like to express my 
personal thanks to the vice-chairman, Mr W. G. 
Densem, and to all the members of the committee for 
their support during the past year. I would thank also 
our honorary secretary, Mr J, W. G. Cocke, T.D., M.A., 
A.C.A. (and his deputy, Mr J. O. Milledge, A.C.A. ), for 
being always so helpful and for carrying through a large 


_ volume of work with such distinction. I have valued 


very greatly the advice of Mr Maclver, the secretary 
of the Institute, on matters which are not wholly 
within the sphere of our district society and acknow- 
ledge the services so willingly given by the staff of 
the Institute. 


_ THE INSTITUTE. OF | 
CHARTERED ACCOUNTANTS OF SCOTLAND 


SUMMER SCHOOL AT ST ANDREWS UNIVERSITY 


In our last issue we commented on the programme and 
arrangements for the first summer school for members of 
The Institute of Chartered Accountants of Scotland which 


began on Friday, Jey go and ended last Wednesday. 
We now summarize below the four papers on the subjects 
which were discussed. 


Auditing © 


At the first technical session, Mr J. T. Dowling, C.A., gave 
a paper entitled ‘Some auditing doubts and difficulties’, in 
which he posed a number of current auditing questions. For 
instance, should the practice, recognized in the U.S.A., 
following the McKesson and Robins case in 1939, of the 
auditor attending at stock-taking be adopted in this country? 


e How does the auditor verify the amount of wages and direct 


and indirect expenditure included in finished stock and 
what is the extent of the audit work required to verify work 
in progress? 

hould the auditor obtain confirmation from the various 
debtors of the balances shown in the company’s books as 
due by them? This is regarded as generally accepted audit 
procedure in U.S.A. and Canada but has not been generally 


adopted here. With ek: to creditors, would the auditor 
be negligent if he omitted to verify the balances shown in 
the ledger with creditors’ statements? 

Should the following matters, not at present general 
practice, be noted as contingent liabilities: profits tax, non- 
distribution relief; the SE obtained by restricting excess 
profits levy to the overriding limit of 15 per cent of total 
profits, the liability which may fall on a company where a 
direction’ is made for sur-tax purposes, or the lability of 
a company accountable for estate duty by virtue of Section 
46 of the Finance Act, 1940? 

It is sometimes difficult, said Mr Dowling, for the auditor 
to express a definite view onthe adequacy or otherwise of 
the amount charged EEN of fixed assets, but 
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where it is obvious that depreciation as such is either less 
or more than a fair and reasonable charge, can the 
auditor report that the profit and loss account shows a fair 
view? . 

It is primarily the responsibility of the directors to inform 
shareholders of events which have occurred after the close 
of the accounts and which may have a materially adverse 
bearing on the company’s position as shown in those 

‘accounta, But if the directors fail to deal adequately with the 
matter has the auditor a duty to do so? 

With regard to the audit of transactions during the year, 
would not the auditor’s time be better apent in the intensive 
checking of a relatively small section of purchases and sales 
from inception to completion rather than in the extensive 
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checking of financial books with invoices? Should leas time 
be devoted to vouching payments and more to 
receipts particularly those from cash sales? shoul CA 
auditor discuss the adequacy of the system of internal check. 
with the directors and make clear to what extent protection 
against fraud depends on the maintenance of, these safe- 
guards? j 

In conclusion, Mr Dowling suggested that auditing 
technique should place greater emphasis on getting ‘behind 
the financial books to the assessment of the value of systems 
of control and the examination of working records not 
generally regarded as part of the financial books and, in 
consequence, to decrease the emphasis placed on detailed 
checking of the financial books. 


Reports and Accounts 


In the second technical session, Mr C. I. R. Hutton, C.A., 
and Mr A. Kellar, c.a., each gave a paper entitled ‘Annual 
reports and accounts of limited companies’. Mr Hutton’s 
paper consisted mainly of a number of ‘personal prejudices’ 
against certain Companies Act provisions, while Mr Kellar 
concentrated chiefly on the form and contents of published 
accounts. 

In Mr Hutton’s opinion, the use of the word ‘limited’ 
to describe corporations disposing of almost unlimited 
resources is now obsolete. Directors’ reports which do not 
include even a few words on the state of the company’s 
- affairs are, he said, in breach of the Act. 

He hoped to see the repeal of the Ninth Schedule with 
its implication that unless auditors are obliged to say 
whether everything i is proper, they will be too frightened to 
mention anything that is improper. The use of the words 
‘subject to the foregoing’ where the accounts of subsidiaries 
are audited by some other person casts an implied slur upon 
those other auditors and puts the profession to shame, in 
Mr Hutton’s opinion. For purely practical reasons ha 


deplored the obligation laid upon a group to adopt D 


uniform accounting date. 

The rigidity of the standard form of accounts tends to 
emphasize the fluctuations between one year and another 
and where these run counter to the general trend of the 
business this aspect is not a helpful one. There is also the 
danger that accounts will become ossified and unable to 
keep pace with the changing world. 

Both Mr Hutton and Mr Kellar included a reference to 


future taxation. Mr Kellar said that he ‘cannot think of any-* 


thing more divorced from reality than the advice given by 
counsel to the English Institute’ — that it is a reserve, Mr 


‘ 


Hutton quoted a letter from the Board of Trade stating 
that the reserve for future tax in a subsidiary’s accounts will 4 
remain available to meet the liability in those accounts, but, 
so far as the holding company is concerned, the tax liability 
will have to be met out of post-acquisition profits, 

Dealing with the form of the balance sheet, Mr Kellar ; 
stated that he preferred the good old-fashioned two-sided ~ 
statement. The deduction of current liabilities from current 
assets may, however, give a misleading impreasion. The 
fact that a balance sheet is an historic document and does 
not as a general rule purport to show the net worth of an 
undertaking on any particular date or the present realizable 
value of fixed assets cannot, he thought, be reiterated too 
often. 

In the speaker’s opinion the attempt in the 1948 Act to 
make a distinction between amounts permanently tied up in 
the business and amounts available for distribution has failed 
and only resulted in greater confusion. He would like to see 


` aclassification of reserves by origin rather than destination. 


With regard to the form of the profit and loss account the 
speaker preferred the statement form. The use of a con- 
solidated profit and loss account only avoids any mis- 
conception or distortion which might arise through inter- 
company trading. 


On the question of depreciation Mr Kellar came down on 
the side of historical cost, considering too much personal 
conjecture entered into ‘other suggestions; similarly in 


regard to the valuation of stock-in-trade. In conclusion, the 
speaker considered that, of all the statutory documents the A 
profit and loss account, with all its defects, is yet the best 
guide to a true and fair view of the state of the company’s 
affairs. 


Management Accounting 


In the third session a paper prepared jointly by Mr I. T. 
‘Morrow, C.A., F.C.w.a., and Mr R. W. Parker, C.A., was 
given entitled ‘Management accounting’. In any considera- 
tion of management accounting, Mr Parker said, it must 
become clear sooner or later that one is dealing with an 
expansion of the objectives and uses of accounting, rather 
than any technical accounting processes of which this 
expansion is making use. 

The responsibilities of a chief accountant normally fall 
into two main categories: firstly, the work which comprises 
a proper oversight of cash transactions and recording in the 
financial books; secondly, periodical and departmental 
accounts and cost statements essential for control purposes 


and the efficient conduct of the business. Some of the work: 


in the first category and all that in the second comprises 
management accounting. Ita object is to help management 
to function more efficiently — an object, incidentally, which 
the first-class industrial accountant has 
achieve. 

The practice of using ele what has 
happened with what should have happened and taking 
effective action where necessary, all as part of a quick- 
moving routine — has been accepted as part of good indus- 

a \ 


always tried to ` 


m~ 


trial management, Budgeting is regarded by many as an 
essential tool of management, Its primary use is to provide 
information for the use of management in deciding future 
policy; its next use is to define responsibilities by making ` 
individuals aware of the expenditure for which they are 
responsible. 

Mr Morrow then described in some detail how one fairly 
large group of companies uses its management accounting. 
He stressed particularly the limited amount of time avail- 
able to executives to study figures and the consequent 
necessity to confine them to essentials and the paramount 
necessity for speed. He then described the formulation of 
budgets, the type and content of returns prepared weekly 
and the use made of those returns. 

In Mr Parker’s opinion, the conditions which are neces- 
sary for the success of any form of accounting designed to > 
help management in planning and day-to-day control are, 
firstly, co-operation and understanding between the 
accountant and user of the fi s, and secondly, confidence 
of the user in the figures. professional accountant can 
have an influence on mana cient accounting either as an" 
adviser or as an expert. In tis role of adviser a knowledge 
of the potentialities of modern accounting practices seems 


be 
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to be more important than an intimate knowledge of the 
techniques to be used. In the role of expert, some profes- 
“sional firms may elect to specialize as consultants in this 
field, others to create a separate department. The smaller. 
firms, however, cannot meet the situation in this way. But 
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in many cases the intimate knowledge which these smaller 
firms have of their clients’ affairs is invaluable. The medical 
profession has evolved a satisfactory relationship between 
the general practitioner, the specialist and the patient and, Mr 
Parker wondered, is there food for thought in this analogy? 


Cost Accounting 


At the fourth session, Mr W. S. Risk, B.COM., C.A., F.C.W.A, 
gave a paper entitled ‘Cost accounting, with particular 
reference to the small- and medium-sized business’. Cost 
accounting has been defined, he said, as 


‘the process of accounting for cost which begins with the 
recording of expenditure and income or the bases upon 
which they are calculated and ends with the preparation 
of statistical data’, 


‘Cost’? cannot be considered or calculated except in 


relation to the circumstances which give rise to it which are 
subject to constant change — for instance, the level of out- 
put and the usage of capacity. Cost accounting should 
therefore be dynamic, not static, The basic requirement for 
cost control is a preconceived plan or budget against which 


ato compare the actual results. But this only provides the 


means not the control itself. It is the action which is taken 
in the light of the figures which provides the control. It is 
essential, therefore, that section heads get a clear statement 
of their own departmental results. In the formulation of 
policy, the role of cost accounting is to translate the plan or 
policy into monetary terms and by showing variances from 


and whether or not it is profitable or likely to require 
amendment. 

In the speaker’ 8 opinion there are two considerations to 
bear in mind in discussing cost accounting in relation to the 
size of the business. Firstly, the principles to be applied and 
the information required do not vary; it is the amount of 
work done and the cost which will vary. Secondly, the 
difficulties involved are not in relation to the size of the 
business but to the number of products and complexity of 
processes. 

Mr Risk then outlined, by means of a number of well- , 
chosen diagrams and forms, the design and development of 
a scheme ~ mainly of a standard costing nature — to illus- 
trate the application of the principles of cost accounting to 
a medium-sized manufacturing business employing about 
200 people. The first stage is to establish the processes of 
manufacture and their relationship to one another. Next, by 
combining the basic manufacturing data and times, the 
quantity and price of materials ee? the costing rates for 
overheads to produce a standard product cost for every 
product to be manufactured. Finally, cost control is obtained 
by comparison of actual results with the plan that has been 


the plan to show the extent to which it is being carried out 


laid down. 


Results of Examinations held in May 1953 


FINAL EXAMINATION 


As a result of the examination held on May 18th, 19th, 20th, 21st and 22nd, 1953, 

the undermentioned 151 candidates qualified for the Institute’s Final examination 

certificate: their names appear in alphabetical order and are followed by the names 
of the firms of the masters to whom they were indentured (or assigned), 


Ze ZK eg & Smillie), Edinburgh. 
Sein? vidson), Glasgow. 
is M. (Thomson, Jackson, Gourlay & Taylor), Glasgow, 


Barnett, G. (J. C. Thomson & Co), Glasgo 

Bauchop, H, M. (Wallace & Somerville), E Edinburgh. 

Bayley, T: = Scott & Paterson), Edinburgh. 

Thomson MeLintock & Co), London. 

) Black, R. R. G "(Baird & Macmillan), Glasgow. 

Bowie, A. (James C. Cessford & ne) burgh, 

Brown, J. (Macmillan & Harkness), lasgow. 

Brown, J. D. (Maxtone Graham & Sime), Edinb 

Brown, J. G. McD. (James A. Jofrey & Co), A 

Brown, W.R. oores, Carso atson), Glasgow. 

Bryson, P. C. homson McLintock & Co), Glasgow. 


Callander, R. C (A. & J. Robertson), Edinburgh. 
Cameron, I, A. (Moody Stuart & Robertson), Dundee. 
Christie, R. G. (Nelson, Gilmour, Scott & ol, Glasgow. 
Clark, M, (Aikman & Glen), Glasgow. 

Clark, T. D. L. (Wilson, Ferguson & Co), Glasgow, 
Cooper, W, (Girdwood, Alison & L 

Couper, W. D. (M oora Carson & ogn), Ayr Glasgow. 


Cullen, F. (Leo Tee 
Currie, K. (W. M. Kean sya a Edinburgh. 


€ Davidson, Miss R. (Dewar & soreness Edinburgh. 
~ Dawe, P. V. (J. = R. Morison & Co), P 
Dickson, A, (T. C. Garden & Co), Ach 
Dickson, W.A. (Rattray Brothers, Alexander & France), Glasgow. 
Donachie, J. J. (Miller, re & Gellatly), Dundes, 
Douglas, A. (Ferguson & Vost), Glasgow. 
Doyle, J. A. (Mann, Judd, Gordon & Co), Glasgow. 
Duncan, , B. (MacEw: Brown & Co), Glasgow. 
Dunlop, 5. A. S. tobe Be Watson & Co), Glasgow. 


Duthie, J. (Galbraith, McEwan & Co), Ayr. 
pion. H. (James Walker & Co), Glasgow, 


Ellis, G. W. (Miller, McIntyre a Gellatly), Dundee. 
Ellison, R A. Peacock & ,, Glasgow. 
Elworthy, R R. H. (Thomson, Ma tock & Co), London. 


Ewan, J. (Melntyre & Rae), Dundee, 


Ferguson, J. N. (Robert Taylor & Co), Edinburgh. 

Forrest, Mie, A. B. Qardine, 1 Dunlop & Anderson), Glasgow. 
Forayth, D K gonn M. Geoghegan $ & Co), Edinburgh. 
Fraser, I. M. (David Strathie Co) E w. 

Furse, A. W. (Howden & Molleson), Edinburgh, 


Gallacher; D. S. (McLachlan & Brown), Glasgow. 

B. J. B. (Parker, Vicary, Russell & Co} Le London. 
Gibson, J. Moores; Carson & Wanon), Glasgow. 
EA . (Carter, See Coy), Edinburgh. 
Greig, G. enderson & E 7 Dundes. 


Hag, P. D. (Rattray Brothers, Alexander & France), Glasgow. 
Hall; J. C. (Wallace & Somerville), Edinburgh. 
Hamilton, C. G. (Girdwood E Walker), Glasgow. 
Hamilton, J. GO W. deg & Co), lasgow. 
Robertson), Edinburgh: 

H: M. (John Ke OW. 

aris, Me GE Se Ce h. 
Hodgson, AR. W. (Howden & Molleson), Edinburgh. 
Sé 


Hunter, T S Bowes & Craig), Glasgow. 
Hunter, W. Ji BR 
{Wi 


Kinnaird, W. R. zon, Stirling & Co), Glasgow. 
Kirkwood, J. (Coopet Brothers & Co), Glasgow. 
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Laing, A E (Dui & Murray), Glasgow 
Gelee e 


, G. D. 

ALF. unter, Smart & Dickieon), Edinburgh. 
Lafferty, R. idson & Workman), Glasgow. 
Lambie, i 


E SE & Cowan), ege 

ec? tyre & Gella atiy); Dundes. 
FA T y (McFarlane, Hutton & Pa oN Glasgow. 
Loudon, LA (Brown, Fleming & Murray), 


Lowden, CG. H. (Moody Stuart A | Dundes. 


McAllister, G. B. (Fraser Lawson & Glasgow. 
McC A R. n, Stirling & Co), G 
MacColl, (Thott 


cLintock & Së o) Glagow. 
e J "GS . A. (MacLean, Gardner & Aiton’ 
` McCutcheon, I LC, (McLay, McAlister & EE G 
McDonal J. (Wy! lic & Bisset), G! We 
Macdonald, J. A. (Chiene & ait), inburgh. 
“McGill, E. W. D. (Wardhaugh & McVean), Glasgow. 
Mclsaac, I. A, (Thomson, Jackson, Gourlay & Taylor), Glasgow. 
McKean, J. M. (Rolland & Pomp A, Glasgow. S 
E iliam Duncan & 


os 
Moms A, P. (wi Wion oo ‘Slagow 


Me: (Darid. Se WE En 
et. “(Th urlay Sech 


Neil, A. N. (McLachlaù & Brown), Kilmarnock. 
Nisbet, J. B. H. (Howden & Molleson), Edinburgh. 
Orr, A. P, (Hourston Macfarlane & Co), ‘ace 


Patrick, W. D. (Fraser, Lawson & rae 
Pears, R. E. (Lindsay, ee & Hal moh 
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Peattie, A. McLintock & Co), G 
Peterkin d EES i GE TANA Si 


Pollo” G. J. J. & J. Gillies), Glasgow. a 
Powrie, W. 7 Mackay, Irons & Co), Dundee. LÉI 


Quinn, H. F. (McIntyre & Rae), Dundee, - 
Ross, W. M. (Dewar & Robertson), Edinburgh. 
Saxon, P. G. R. J. R. Flockhart & Grant), Aberdeen. 


Shankland, T. . W. (French & Cowan), Glasgow. 
Simmers, F. R er, Mcintyre & ai H A, Dundes 


Seale H. (Nairn, Bowes & Craig’ 
SC ae Brown & Co), Lo 
oc & Rae), Dandes. 

d, Ker & Co), Glasgow. 

Carson & Watson), Glagow: 


Swann, B.C. L. (S. A. J : ` 
Swinb H. M: Ze ey & Co), London. aeS 
Syme, J. » (Mackie & Clark), Glasgow. : K 


Taylor, J. (A. G. Murray & Co), Edinburgh. 
T ih ava W. le & Co), London, 


Turnbull., HEL Lever, Honeyman § & 
Turner, T. (A. C. Philp & Co), Dunf 


Welch, I. R. d raham, Smart Annan), inburgh. ; 
Whamond, D » Met, (Moody Stuart & Robertson), Dundee. ` 
Wilson, H M. Gain, airn, Bowes & Craig), Glasgow, 

Wood, A B: (J. W. Jarvie & Co), Glasgow. 

Wood, W. C, (Jardine, Dunlop ys Anderson), Glasgow. 


Young, A. ponden, Downie & McGown), ST 
Young, J. L. H. (Grabam, Smart & Annan), urgh. 
Foung, ky! (Romanes & Munroe), Edin 

vil, T. (Russ, Ferguson & MacLennan), Clow: 


INTERMEDIATE ‘EXAMINATION 


_ As a résult of the examination held on May 2tst and 22nd, 1953, the undermentioned © . D 
118 candidates qualified for the Institute’s Intermediate examination certificates: ` SE 
thelr names appear in alphabetical order and are followed by the names of the firm ; 

of the masters to whom oo were indentured (or assigned). , 


Adams, M. K. (George A. Touche & Co), ee i 

Adcock, J. R. (Peat, Marwick, Mitchell ? Co), Birmi ingham. 

Alexander, J. e itoul, Hay, Bell & Co), ans 

Alexander, Miss K. E, A. Findlay & Co), Dundee. 
yagam, D 


n & Co), Glasgow. 


Baker, W. O. (Peat, Marwick, Mitchell & SE London. 
Black, J. D. L, (A. & C. M. Davidson Smith), Edinburgh, 
Boyle, A (John E, Warem LE Glasgow. ae : 
Brown, rown, urray), OW. 
Paulas R: illiam n Bishop A Co athe ing r 
ei (Archibal d Sliman & Chee weg 
Brownie, J. S See Middleton & Co), Sie By’ 
A. bert F. Cameron & Forrest), Invernsas. 


Carrick Send A L. (Dunlo 


) 
Clark, D. 8 e Big 
Clark, J. (McIntyre & EIRA Dundee. ; 
Cook, WE uss, Ferguson & Mac ), Glasgow. 
Cooper, W iam Bishop & Co), ; 
0. M : Moody Stuart & Robertrfon), Dundes. 
Cunningham, J G. (R. C. Thomson & Murdoch, Dundes. 


Hardie, McFulane, Catatairs x Se GE 


ean, Miss M. L. eming & Wilson), Glasgow. D 
arwick, Mitchel & Co), London. a 

Dracup, B. M. erguson & Vost), G ; 

Drummond, R. J. (Martin, Cume &:Co P Edinburgh. a 


Ellis, F. (E. W. Ellis & Co), Eondon: 


N. H. J. (Richard Brown & Co), Edinburgh. 
. K. Johnston & Smillie), 


Forsyth , WU Edinburgh. 
Fraser, D A. oderick MacLean & Co), Inverness, 
Fraser, W. B. eil, Fullarton & Co), Glasgow. 

Friend, B. J. eacock & Henry), G! wW. 


Gallacher, H. S. John M. Taylor & Co), Glasgow. 

Garment, R. e ackson, Taylor, Abernethy & Co), Tondon, 
Gellatly, N. M. GOEN unter Thomson), Edinburgh. . 
‘Gibson, J. L.G Downie & McGown), Glasgow, f 
Gilchrist, E. J. (A. & J. EK Edinburgh. $ 
Gillon, A. A. (W. A. Wighton & rawford), burgh, - 

Glanvill, S. L. (Richard Brown & Co), Edinburgh. 

Gordon, S, (F. D. Greenhill & Co), ‘langow. 7 


Grant, P. g. R Flockhart & Grant), Aberdeen. 

Grant, Misa N. E. (Dewar & Robertson), Edinb: Edinburgh i 
Grant, W. N. (Wilkam H. Kennedy), Inverness, 

Gray, D. (Thomson McLintock & Co), Glasgow. 
-Guest, A. G, (Graham, Smart & Annan), Edinburgh. 
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Jpstitute of Cost and Works Accountants 
RESIDENTIAL SUMMER SCHOOL 


MR the fourth residential summer school of the Institute 
of Cost and Works Accountants is'to be held at St 
Catharine’s College, Cambridge, by courtesy of the 
Master and Fellows, from September 21st to 26th. 

Members will arrive during the afternoon of 
September 21st, and after dinner in Hall, will have an 
opportunity of making the See of the other 
members of their discussion grou 

The technical sessions will in on Tuesday 
morning, September 22nd, with a paper by Dr 
J. M. S. Risk, pn, C.A., F.c.w.a., chief accountant, 
Southern Gas Board, who will deal with the financial 
control of large-scale organizations, with special 
reference to public authorities. 

On Wednesday, Mr A. D. Coventry, A.C.A., 
F.C.W.A., will discuss ‘Finance and the cost account- 

d ant, showing how adequate costing assists the 
investor of capital. Mr R. Y. Kennedy, C.A., A.C.W.A., 
cost accountant, Winsor & Newton Ltd, will present 
a paper entitled ‘Comparable costs’ on Thursday, in 
which he will consider the primary forces which make 
up an industrial unit and suggest a method of collect- 

. ing costs in such a manner that the costs of different 
companies or units may be compared; while on Friday 
an outside speaker, Mr Harold Wincott, Editor of the 
Investor's Chronicle, will contribute a paper. 

Group discussion will follow each day’s address and 
later the school will reassemble for the presentation of 
findings and the speaker’s replies to the points raised. 

There will be two visits to nearby works, by 
courtesy of the firms concerned; one party going to 
Pye Ltd, and the other to Chivers & Sons Ltd. 

The proceedings will formally terminate on Friday 
evening, September 26th, with the annual summer 

A. school dinner. As on previous occasions, a number of 
notable guests from the University, ii and the 
profession, will be pretok 


— 


List OF See dots 


A welcome new edition of the List of Members of 
The Institute of Cost and Works Accountants has 
now been published. Besides alphabetical and topo- 
graphical lists of members, the book contains details 
of the Institute’s twenty-two branches, its sub- 
branches, groups and ents’ societies, as well as a 
list of eight ‘ centres’ in South Africa and Southern 
Rhodesia. Other information includes the names of 
past-presidents, and the composition of the Co ncil 
and of the Institute’s eight committecs. 
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The Institute of Actuaries 


The results of the examinations of the Institute of 
Actuaries held from April 27th to May 8th, 1953, 
at London, Birmingham, Dublin, Edinburgh, Liver- 
pool, Manchester, Norwich and York, have now been 
announced, Twenty-two candidates have qualified 
for fellowship of the Institute and twenty-two for 
associateship. 


Intestate Succession Tables 


As a result of the passing of the Intestates’ Estates ` 
Act, 1952, new rules of distribution apply to estates 
of persons who die intestate after 1952. The last 
previous major change in these rules was effected by 
the Administration of Estates Act, 1925, which 
applies in general to deaths occurring after 1925 and 
before 1953. Even the pre-1g25 rules have to be 
consulted from time to time. Accountants will 
therefore welcome a folder recently issued by the 
National Guarantee and Suretyship Association Ltd,! 
which sets out in tabular form the three sets of rules 
applying to England and Wales. The folder enables 
one to find out quickly which rule applies in any 
particular case. The last two pages of the folder 
aré devoted to a short glossary of Scottish | 
terms and should dispel a good deal of the p 

ment which frequently arises when a practitioner 
south of the border has occasion to refer to decisions 
in the Scottish Courts. 


Accounting Hall of Fame ` 
At a session of Ohio State University’s Fifteenth 
Annual Institute on Accounting, held at Columbus 
last May, four new names were installed in the 
University’s Accounting Hall of Fame which was 
established in 1950 to honour Americans for out- 
standing contributions to the profession.? 

One of the names is that of Mr T. Coleman 
Andrews, c.P.A., who was President of the American 
Institute of Accountants in 1950-51, and who will 
be remembered by members of. the profession in 
this country as a delegate to the Sixth International 
Congress on Accounting and the author of one of the 
Congress papers on “The accountant in practice and 
in public service’. As reported in our issue of January 
24th, Mr Coleman Andrews was appointed Com- 
missioner of Internal Revenue by President 
Eisenhower at the beginning of the year, and so 


1 Head Office: 17 Charlotte Street, Edinburgh; London 
Office: Granville House, Arundel Street, Strand, WC2. 


2 See The Accountant dated April 29th, 1950. 





JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, 


Ete. 





EA 


became the first certified public accountant to hold 
this office. 


The three other accountants to be similarly honoured ` 


by Ohio University all receiye posthumous election, they 
are the late Mr A. E. Andersen; the late Colonel C. E. 
Sprague, author of The Philosophy of Accounts and The 

ccountancy of Investments, and the late Mr J. E. Sterrett, 
a former partner in the Philadelphia firm of Price 
Waterhouse & Co. Accountants elected to the Hall of 
Fame in preceding years include Messrs G. O. May, R. 
H. Montgomery and W. A. Paton, in 1950; Messrs A. L. 
Dickinson and H. R. Hatfield in 1951; and Messrs E. W. 
Sells and V, H. Stempf in 1952. 


Return of Rates, 1953-54 
The eighth annual return of rates to be compiled by 
the Institute of Municipal Treasurers and Account- 
ants has now been published; and gives details of 
the rates levied in England and Wales, for 1953-54, by 
all county boroughs (83) and metropolitan boroughs 


(28), together with a large and representative selec- . 


‘tion of non-county boroughs and urban districts. 
The upward trend in rates still continues, in fact 

in the opinion of a speaker who addressed the 
Institute’s recent annual conference at Scarborough; 
they will have increased by an average of gs in the £ 
within the next ten years. There is added significance 
in this forecast on examination of the table given 
below of the average rates levied over the past three 


years: LQ5I-58 1952-53 1953-54 
s ds d 8 d 
County Boroughs .. 20 I1 21 o 22 9 
Metropolitan Boroughs 710 18 4 20 4 | 
Non-County Boroughs 20 4 2 Ii 23 3 
Urban Districts .. 20 o 2% 1 23 A" 


Of the county boroughs, the return shows Merthyr 
Tydfil to have the highest rates with 30s gd, Bourne- 
mouth and Eastbourne, each with 155, the lowest. 
` In the Metropolitan boroughs, Stepney and Bethnal 
Green have the highest, each with 235 8d, and 
Westminster the lowest with 17s 4d. 


TWENTY-FIVE YEARS AGO 
From Ghe Accountant or JULY 147H, 1928 
Extract from a letter to the Editor 
Accountants and the Public 
The average Chartered Accountant of to-day has 
been educated at a cost of £500 to £1,500 (if at a 
Varsity). He has to pay anything from £100 to £300 
for articles, and receives a salary which is nominal or 
even nil. 
In view of these facts is it fair or reasonable that 
another boy whose education has cost nothing, who 





1 The Institute of Municipal Treasurers and Accountants, 
Buckingham Place, London, SW1. Price 6s post free. 
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has received no training, and who has perhaps E 
be -— 


examinations which are not above suspicion, 8 
expected to join the|profession on equal terms? 
The medical and. legal professions do not allow it,~ 
and even the! dentists have been driven to legislation. 
What some of your correspondents will not realise 
is that man for man the articled clerk of a C.A. is far 
better for the work; than one who has not had the 
advantages of education and training. 
_ Clients want something more than skill in figures. 


SEVENTY-FIVE YEARS AGO 
From "ie Accountant OF JULY 13TH, 1878 
“ACCOUNTANT” SITUATION LIST 





ES to be addressed i to the Number sta at the Accountant Office, 
62 Gracechurch-strect, 
NO. ees DESCRIPTION, |- EXPERIENCE, ` ` SALARY, AGR. 
28.. itor, Bankruptoy, &......... 8 years 100 per annum .. 35 
21.. Accountant, al Accounts 6 „ . 35 , 21 
28. Clark, Shorthand `... Mie eae S He . 25 
e aie. tie Seet SL 3 100, . 28 
b E uble 
entry, SE 20 „ -£150 ,, .. 37 
NEEN g and General 
Accountan 18 ,, ..£90 to £100 . 33 
44..Good ‘Accountant ‘nd SE 
dont ee De ves e ee 25 ,, 250 to £300 . 45 
45 Ee double entry, Ger- 
man, Tench and English SEN 3-4 years. C20. 22 
46. . Book- Ing, single and double 
eatry, ndenti|n,....... Sobolastle.. £65 .........06. 29 
47. Understands Buying and.Selling of 
Cora, Hay, Stock, end Nal 8 years steward — 30 
. Accountancy, Book-keeping...... Open to offer .... 42 
49..Book-keeping, singis and double, 
Correspon: , Shorthand . 13 yeah ni LOO per annutn 1. rd 
50. . Auctioneers’ Clerk Lee, Ra 1 per week ...... 25 
SE Seine aha Baal Pet eer ee re : Nominal eE pRa 2 
iti ankruoptcy........ d per week .. 
Clerk to Accountants.. Le — Q perannum.... 20 
54.. Accountancy, double a ae 
Correspo a eee 26 years ..£150 to £200...... 48 


, Our ‘Contemporaries 
Tar CANADIAN CHARTERED ACCOUNTANT. (Toronto.) (June.) 


D 


‘Accounting Research: An Analysis of Presentation ` 


Techniques in Annual Financial Reports.’ 
Tse New York CERTFED Pont ACCOUNTANT. (New 
- York. ) (June.) 


ANNOTATED TAX CASES 
i Edited by’ Rov BORNEMAN, Q-C. 


Published on thej first Saturday after the 20th 
of each month. Root of Income-tax, Sur-tax, 





Profits Tax, E.P.T., Death Duties and Stamp Duty 
‘Cases decided iri the Courts of England and Scotland. 

The reports contain a lucid s of the cases and 
a full report of the judgments, tog er with explana- 

tory notés on the ecisions, 


SUBSCRIPTION 201. PER ANNUM 


(post free) 
GEE &, CO (PUBLISHERS) LTD 


27~28 eG! STREET, LONDON, EC2 


MOTOR — FIRE — CONSEQUENTIAL LOSS 


CAR & GENERAI 


83 PALL MALL, 


INSURANCE 


CORPORATION 
LONDON, SW1 
ES S 
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CONTENTS | SUMMER SCHOOL 
Leading Articles Page `, 5 
Summer School Dr ` | : A NEE 
DEE ba HE summer school has become quite a distinctive feature 
1 of the professional calendar and the seventh of the series 
Special Articles ` promoted by The Institute of Chartered Accountants in 


ine janes Fes 6 ` England and Wales, held last week-end at Christ Church, Oxford, 

ae SE SN G was, like all its predecessors, eminently. successful. About one 
} Audit cd ` hundred and seventy members took part and their serious morning 
l by Howard Goodwin, A.C.A. 65 . and evening deliberations were pleasantly lightened by afternoon 
| Six Months in Industry : excursions and sporting interludes. The subjects chosen for 
, discussion — apart from one paper on taxation — were concerned 


by Michael G, Frampton 67 


EH 
| RE Leem me 'i' with the organization of the profession rather than with any 
by SO ny” pee Me ` practical aspects of its work. It may have been thought, before- 
S.A), Professor of Accounting, band by some, that the first two papers — dealing, respectively, ` 
University, Montreal 68 | with the chartered accountant in practice and the chartered 
Famer fit a and the ` accountant in industry — were redundant after the full discussions 
l by RW. Smith, OBE. | on these themes which had taken place at the third and fourth 
Dy FCA. 70 -business sessions of last year’s International Congress on 
| Weekly Notes au ,, Accounting. The long and animated arguments which they evoked, 
e i however, showed that the subjects are sufficiently large to be 
SE P i debated-wherever two or three accountants are gathered together. 
Reviews 78 - The fourth paper—on the organization and activities of the, 
Correspondence > 9, "accounting profession in the United States, given by Mr JoHN 
E RE ' L. Carey, the executive director of the American Institute of 
Accountants in. England and i Accountants — was of eapecial interest, both for the insight it 
g maes: . | gave into the principles and practices of the profession in the 
i Geen E e , United States and for the opportunities it afforded for constructive 
2 ` comparisons of conditions in the two countries. Mr CAREY 
Notes and Notices “; generously acknowledged the debt which the accounting profession 
SL eege eer , in the United States owed, in its earliest days, to English and 
: CRE. Industries ines de Scottish chartered accountants. Only the most insular would 
Dore Vier pipes 8 j deny that we in this country have in turn much to learn from the 
| (Association of Chartered ‘| matured professional techniques of the Americans. 
SE Jj: The school ‘broke up’ on Wednesday afternoon and its members, 
Accountant Students’ Society ` refreshed mentally and physically, have returned to their offices 
a EE :' and are even now, presumably, looking upon their old surroundings 
Students’ Society — Actuaries’ _ and difficulties in a new light. The President said, in his foreword 
pa ee SCH i. to'the programme, that the course was designed to enable members 
R. Sproull, ca. — Our ` ‘to meet. in an informal atmosphere to discuss important matters 
j ce enone Soe E Kaes to the profession. In this, thanks to the efforts of everyone 
& Years Ago 86 | concerned from the lecturers down to the room scouts, it can be 
Supplement - said to have succeeded splendidly and it is good to reflect that the 
Photograph: Some Personalities  '' Wider benefits from it- by means of the subsequent reproduc- 
at the Summer Course of The =< tion of the papers and by district society discussions — are 


Institute of Chartered Account- , x é 
ants in England and Wales. » still to be derived. 
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THE FINANCE BILL - VIII Di 
' THIRD READING , 


HE Report stage of the Finance Bill was 
completed on July gth and the Bill received 
its third reading on Monday. 

Just before the close of the Report stage, the 
Government accepted an amendment of clause 26, 
which clause allows iron and steel companies 
owned by the Iron and Steel Holding and 
Realization Agency to make distributions without 
incurring additional profits tax liability, provided 
that the Treasury is satisfied that the distribution 
is made for the purpose of ‘facilitating the 
performance by the Realization Agency of its 
` functions in returning the industry to private own- 
ership. The clause defined ‘distribution’ as having 
the meaning assigned to it by Section 36 of the 


Finance Act, 1947. This definition includes, in - 


the case of director-controlled companies, excess 
directors’ remuneration and loans, where the 
recipients are members of the company (Section 
36 (x) (c)). The amendment excludes this kind of 
distribution from the benefit of the clause. 

Earlier, Mr G. P. STEVENS, M.P., F.C.A., moved, 
a new clause to increase the maximum earned 
“income relief from £450 to £1,000, that is, to 
extend the range of the relief up to total earnings 
of £4,500. Notwithstanding Mr STEVENS’ per- 
suasive speech, the FINANCIAL SECRETARY TO 
THE ‘TREASURY stressed that the change would 
cost some {17 million a year which, on top of 
the concessions already given, was more than 
the country could afford. He refused to be drawn 
as to the Government’s intentions on the matter 
next year. 

The topical device of reducing income-tax 
liability by bringing about the application of the 
commencement and cessation provisions to’ a 
trade, was the target of a long and complicated 
new clause proposed by Mr Eric FLETCHER. It 
confined itself to the case of a body corporate 
going into liquidation and selling its undertaking 
to another body corporate i 

‘the membership of which is the same or sub- 

stantially the same as the membership of the first 

body corporate’. 
Under the proposed clause, if the Inland Revenue 
were satisfied that one of the main purposes of 
the liquidation and of the sale was to avoid or 
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reduce liability, to income-tax, they could apply 
to the High Court! before the dissolution of the 


_ first body'corporate, whereupon the dissolution 


would be held up and the Court could declare 
the sale void for all purposes. It is perhaps not 
surprising that the (Government decided that the 
clause as drafted would not work satisfactorily. 
The ECONOMIC SECRETARY TO THE TREASURY, 
while opposing the clause, did express the 
Government’s disapproval of the device. He said: 
‘We are studying deliberately and carefully, 
methods of dealing with the problem. I hope that 


what I have to say will be noted. I hope that no 
reputable firm or |responsible professional adviser 


will regard this type of device as the sort of thing ` 


they should adopt! I say that quite clearly. . 

“We are studying carefully what should be ‘done. 
I do not want to gay too much about what we are 
likely to do because in trying to tackle questions of 
tax avoidance it is|not always wise to give too much 
notice in advance! of what we intend to do... 
my right honourable Friend is keeping a careful 
eye on the position and will not hesitate to take 
action — if necessary drastic action — if he considers 
that the state of the public revenue calls for it.’ 


It is not very satisfactory to try to bolster up 


` the public revenue|by appealing to the taxpayer’s 


nobler instincts; such a method merely results in 
the willing horse bearing more and more tax and 
the less willing bearing less and less. 

Whether the device is as reprehensible as it has 
been described is highly arguable. The net effect 
of it is to ensure that the company is assessed to 
income-tax on the same basis on which it is 
assessed to profits tax, namely, on the actual profit 
of the period covered by the assessment. It is 
difficult to imagine a fairer basis than that. The 
basis was strongly: canvassed before the Royal 
Commission on Taxation and it was resisted only 
on the grounds of administrative convenience. 


LÉI 
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It was rejected by the first Millard Tucker Com- ` l 
mittee for the same reason. Perhaps the most. ` 


glaring defect of the present basis is the con-’ 


tinuance of high jincome-tax assessments after 
the tradet’s profits have fallen sharply and he is 
ex hypothesi in financial difficulty. During the 


recent war special relief was awarded on this. 
account. If the State could afford such relief in ` 


wartime, it is at least arguable that it could be given 
I 
cé 3 
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in time of peace. At present, however, the only way 
for such a trader to have his tax assessment put 
pag_on a realistic basis is to precipitate the application 
| of the cessation and commencement ‘provisions. 
Judging by the debate in the House of Com- 
_| mons, the primary purpose of a trading company, 
in the eyes of many, is to produce tax for. the 
| Revenue. One member regarded ‘the device as 
' enabling people to keep on taking money out of 
industry, which industry cannot afford. Of course, 
taken by itself, the device has the. opposite effect 
of keeping in the industry money which would 
otherwise go to the Revenue. `’ 
4 The fact that on a reconstruction where the 
membership remains the same there is, little 
effective change has never prevented the Revenue 
Ia from exacting the last ounce of advantage from 
the notional cessation and commencement. Those 
familiar with the case of United Steel Companies 
Lid v. Cullington ([1940] 19 A‘T.C. 132) will 
remember that on an amalgamation the Revenue 
strenuously resisted the claim to carry forward 
| the losses and accumulated wear and tear of the 
' two amalgamated companies. The same applies 
to many other transactions carried out by tax- 
payers which are found afterwards to have had a 
disastrous effect for taxation. "` 
It has been a commonplace of the Chancery 
Division of the High Court in' recent years to 
sanction arrangements in relation to trusts when 
the only object of such arrangements was: the 
A avoidance of estate duty prospectively payable. 
The warning given by the Economic SECRETARY 
TO THE TREASURY has added considerably to the 
already numerous uncertainties of taxation. Com- 
, _ panies which wish to carry out a reconstruction, 





for whatever purpose, will now bein the dark as to. 


possible retrospective legislation: which will im- 
pose some swingeing additional taxation on them. 
The Opposition made a further attempt to 
introduce a clause empowering tax Inspectors to 
require claims for expense of entertainment and 
travelling to be supported by an affidavit to the 

` effect that after due and proper inquiry the 
deponent is satisfied, to the best of his knowledge, 
information and belief, that the expenses are 

@ properly admissible. The FINANCIAL SECRETARY 
TO THE TREASURY said the Government was in the 


unusual position of finding the Opposition trying ` 


to force additional powers upon it. 
There was no reason to assume that the abuses 
DH 
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complained of by the sponsors of the clause were 
widespread, but if they were, the better way to 
deal with them was by adequate provision of 


-Revenue staffs. He said that to clarify the legal 


position in relation to expenses claims the Inland 
Revenue had evolved a new form, No. P11(D), 
the purpose of which was to make quite clear to 
the persons concerned the precise legal position 
of the duties imposed upon them. The new clause 
was rejected. A clause to lower the age limit for 
age relief in the case of spinsters and widows from 
65 to 60 was rejected on the ground that the 
matter was being considered by the Royal 
Commission on Taxation. 

Replying to the debate on the third reading 
the CHANCELLOR said it would be disastrous if 
the conception got about that there was a great 
deal of tax evasion. Frankly, there was not, but 
he undertook to take every step necessary where 
evasion was taking place. 

` We regret that an error occurred in our article 

last week. The increase in permitted emoluments 
of apprentice children for the purpose of child 
relief i is from £26 to £52, not to £85. Conse- 
quently, the anomaly we mentioned continues, in 
that the child receiving full-time education is 
permitted to have an income up to £85, earned 
or unearned, whereas the apprentice may only 
earn £52. 

Although so much of the Report stage of the 
Bill was devoted to income-tax, other matters 
were not neglected. The Government introduced 
a new clause designed to secure that an agri- 
cultural or forestry tractor does not lose the 
advantage of the low rate of licence duty by 
reason of the fact that it has mounted on it some 
form of agricultural implement. 

Another Government-sponsored clause which 
was adopted deals with customs duty on tapes, 
wires, disks and other articles on which sound 
has been recorded. The effect of the clause will 
be to restrict the ad valorem duty to the value of 
the material, without regard to the sound 
recorded on it. This meets the practical difficulties 
facing Customs officers when they try to put a 
value on a piece of wire on which all kinds of 
things may be recorded. The new clause cuts the 
Gordian knot at some cost in revenue but effects 
a great saving in administrative cost; it does not 
apply to goods produced in quantity for general 
sale. e 
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“SECTION 22, INCOME TAX ACT, SEN 
by J.C. PEIRSON, FCA. 


which, like the rest of the statute, is of course; 
only a re-enactment, boils down to this: | 
Every person who is in receipt of any profits or 
gains arising from any of the sources mentioned, 
in this Act belonging to any other person who i is) 
chargeable or would be so if he were resident 
and not incapacitated, shall, whenever alte 


ba ION 22 of the Income Tax Act, 1952, 


(ei: a declaration whether such person is of EH 
age, married woman, resident, or incapacitated. | 

The prescribed form is No. 8-2. It was) 
issued to solicitors sparingly before — and not at. 
all during — the last war, but is likely to appear | 
with growing frequency from now onwards; | 
there is always the possibility that it may be | 
served generally upon all solicitors though this 
is not the present practice. When it does appear, | 
it is not unlikely that the solicitor may seek his ` 
accountant’s advice about it. 


Scope of Form 

Reason for rejoicing may perhaps be found in 
the restrictions applied to the very wide field 
of the section by the notes on the form; these 
eliminate taxed income and income of less than 
£15 in all belonging to any individual. One day 
the available power may be exercised, for sur-tax 
purposes, of demanding particulars of taxed 
income as well: but it has not yet come to that. 

At first sight, the scope of the form remains 
enormous. A casual glance may create the im- 
pression that the solicitor is merely being put 
in the position of the banks, the objective being 
deposit interest. This is not so, the latter being 
covered by Section 29 of the Act, while Section 
22 embraces not only bank interest but all the 
other headings referred to in note (ii) on the form, 
together with unspecified categories which, 
officially, are only limited by the form to untaxed 
income of more than £15. The specified headings 
are, broadly, (a) Case III interest; (b) income 
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or consist of a chent e per- 
real properties; commissions 
hich might be collected for 
payments for casual services. The 
liability to! tax ‘of several such items may well, 
-incidentallj, | béi: a'iquestion which the clients 
concerned would w h to dispute for themselves 
or through: elt accountants. 

A meticulou si'soli¢itor faced for the first time 
| by this form is liable to embark upon, or delegate, 
looking} fat every credit entry in his 
the fiscal year in order to 
answer Be questions: 

(i) Do we, know the nature of this Steg 
(ii) Is it ingome within the terms of the form? 
He must, in fact, do something like this, but it 
will ease his: ‘butdentif he substitutes thus: 








client and), 
sistent dealings" in.j1 
of several |'kindé 

clients; and 














to return? | 1 
It is not easy't to bay i 
expected, bi 
, himself to the specified headings, and from them 
| he may omit ithe} item excess rents, upon which 
| point the R enge $ me to an agreement with 
the Law Society ‘in | X950; even so, these should 
be returned in het rare cases, where the sol- 
icitor has the entire management of an estate 
and does not chandle! the owners’ tax returns. It 
| is understdod "bat such things as property 
dealings need not jbejshown and these exceptions 
‘may be taken. ta! ‘indicate a reasonable ‘attitude 
` generally on et t of the Revenue. 
However, it soo d be remembered that the 
| mere knowledge | that an item is returned by the 
client: personally/or through another agent does 
not excuse the. “solicitor; only when he has 
himself submitted sëch other returns is he ex- 
‘cused. There} are also cases where he must 





in every case what is or is not 














‘return an iter although it has not passed through 
his hands; this Imay often happen where the 
‘solicitor as} t tee has authorized payment 


lof income direct ti to ) a sole: life-tenant, and in such 
la case he niet! ‘return any untaxed interest. 


IL: 


‘which forms bart ofi that income. Further, it 








` arising abroad; (c) excess rents, furnished lettings, 
wayleaves and the like; and (d) copyright royalties. 
` Other items covered by the section and not 
excluded by the form are trading profits, which 
might be inherent in transactions ‘between one 


| f d g 





is thought that; when form No. 8-2 is addressed 
to his firm! ‘each artner must consider his 
“personal trijsteeshipss though Section 22 (2) 


is not altogether! | clear about this, referring to 


{any person acting Wointly with any other person’. 
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. (ii) Is it ingome which the Revenue expects us a 


t| generally speaking he may confine ) 
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In many instances all sli involve,. in 
spite of the above restrictions, ‘considerable and 
unrequited outlay of time and Gouble by the 


solicitor. It is, in fact, but one aspect of the broad- 


Treasury policy to which we have now resigned 
ourselves, that of almost forcing business: people, 
through P.A.Y.E., purchase tix and the like, 
to do the work of civil servants! 

But the application of this section to solicitors 
has a more serious aspect. It is: often argued on 
behalf of the Revenue that this’ ‘or that statutory 
power must be available as an ultimate lever, and 
that its officers can be trusted to wield such powers 
with the utmost discretion or!' ‘not at all. Such 

arguments are unconscious humbug, and make for 
dangerous legislation; for sooner or later powers 
of this kind are used to the full. i 

The power given by Section 22 and its pre- 
decessor has been used to extract from sol- 
icitors information about their clients, without 
the clients’ consent. The Law Society has taken 


counsel’s opinion on the question of privilege , 


and was advised that any such privilege was 
overridden by the statute. ‘Solicitors cannot 
refuse to make the return. 
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It would be wrong to criticize the Society, 
who may have made prodigious efforts, though 
unsuccessfully as yet. But it must seem strange 
that when banks were forced to give very limited 
information, there was a considerable public 
outcry; whereas little has yet been said about 
solicitors, whose business is far more confidential 


` and from: whom a far greater variety of informa- 


tion is exacted. It may be argued that the only 
sufferer is the tax-dodging client; but even to 
ensure this may require vigilance when completing 
the form. 

Official inquiry can be a nuisance to the innocent 
as well as a nightmare to the guilty. The form 
requires the solicitor to state whether or not his 
client is resident here; and to commit himself as 
to the ownership of the income in question; 
in both cases the obvious answer can very 
easily be wrong, and although the Revenue will 
not ultimately rely upon the form alone, un- 
necessary inquiries may be started. 

Be that as it may, the main question is one of 
principle, and the fault lies with the law as 
it stands, rather than its application by the 
eae 


FRAMEWORK OF A COMPANY AUDIT 


by HOWARD GOODWIN, A.C.A. 


H 


an audit of a limited company, additional 
detail being added, whiere necessary, for 
each individual audit. The tem of audit is 
divided into five sheets which follow on in a 


The ‘P’ against some items}. signifies that they 
are required for the permanent, file. 

Sheet 1 is sent to the secretary of the company 
before the audit starts, with|a request for the 


Tes is E framework off a systern for doing 


. logical sequence. 


preparation of the information. required, with ` 


deletions where necessary. | iThe auditor, on 
arrival, ticks off the items on a duplicate of sheet 1 
and proceeds to work throughi'sheet 2. 

On completion of this operation, everything is 
ready for the audit on sheet, 3. The last three 
items are listed in detail on. sheet . ja. A tick is 
placed in the spaces where there is no dash. ~ 

Sheet 4 ties the loose ends up and if it is com- 
pleted, the previous sheets! must have been 
completed also, 

The beauty of the system is ep you endeavour 
to do the audit in its logical! sequence ~ you do 
not waste time looking for information at in- 
opportune moments. If thej secretary has not 

iH j 
A 





completed sheet 1 you are in a better position 
to ask for additional remuneration because, by 
sending the sheet, you are putting on record the 
presumption that that is his work and not yours. 
Finally, the system separates the work of routine 
checking (sheet 3a) from the auditing which 
requires greater experience (sheet 3). It also 
separates both these from the preliminary collect- 
ing of information (sheets 1 and 2) and the final 
dotting of i’s and crossing of t’s (sheet 4). 


Sheet 1 
PRE-AUDIT INFORMATION 


A. First year (new business) 
1. Two copies of the memorandum and articles 
2. List of aan kept and by whom 
3. » shareholders 
A wn directors . 
B. First year (existing business) 
1. One copy of the memorandum and articles 
2. List of books kept and by whom 
3. » shareholders 
» directors 


P 
P 
P. 
FP. 
P 
P 
P 
4. P 
5. Copy of last year’s accounts. 
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d 1 D 
C. Every year l , . | Sheet 3a 
1. Copy of minutes of all meetings held dur- POSTINGS, ADDITIONS AND VOUCHING’ 
ing the year N. l 
2. Listof changes in shareholders and directors P. AME En Eder E aiaa Ena eg d ENEE e a oe 
3. Schedule of debtors. Year ende .......] SE Ee 
“4. D creditors. ` Postings 
5. p work in progress. P 
6. si stock. S m 
7 s closing reserves and prepayments. wë AS a a 
B. 3 ` trial balance. geeia? 3 
$ D g a a a 
S282 aa 6 82 
Sheet 2 £39 6p &S FES as 
= PRE-AUDIT INVESTIGATION Saa Sego AE 
Name oita Res A ERE Nominal ledger i 
Year ended. A Sales ledger -|-|- - E - Bé 
1. Sheet 1 information obtained. Purchase ledger’ ' ale ~|-|- -|- 
2. Read sheet x information. Dee i me 
3- Investigate internal check (and write report) P, Cash-book Sa | = R 
4. Obtain signed statement of stock and cash takings. = Stamp-book ube Ge 
5. Write to bank (and hire-purchase company). — 
6. Prepare schedule of directors’ fees. Bank sheets oa tee eee 
7. i RN legal fees. de GERS 
8. e s charitable subscriptions. Paying-in book S i 
9. s d income-tax capital allow- ; 
ances. , Lë . 
Io. „ Copy of taxation accounts. eee e 
Nominal ledger S Kos 
Sheet 3 Cash-book | 
Aupir Work Biche tra het ee ee ee 
Name „Petty-cash-book 
E E E ET Fees 
Year ended iie sia enta EEEE E a SE 
z d Boe Salaries book « 
1. Investigate capital in revenue. 
2 ‘i insurance policies. Sales day-book ati) 
3 13 directors’ loan accounts. led ; 
A. S receipts other than sales ledger. nm SOBEE ie 7 
D e purchases other than purchasesledger. Purchase day-book ' i 
6. r associated parties sales and purchases. — 7 = 
7 e stamp-book. ` » ledger i , = 
8 a cash receipts and payments. Journal | | = 
9. o journal entries. 
10. 3i national health cards. Debtors , no — 
II. R bank reconciliation statement. ; 
Creditors t r 
12. Verify assets : 
(a) Deeds of properties. Stamp-book = 
LK Log-books of transport. Trial balance ; — ; = 
Stock. f : 
(d) Work in progress. i i 
(e) Ee i Sheet 4 
Cash. ‘ Post-Aupir WORK 
13. Verify Liabilities f SIN GME ETE EE eeh 
(a) Accounts payable. ` Year ended eisi reaa 
2 Hire-purchase company. I. Report to directors if necessary on internal check, 
(c) Bank. 2. Do income-tax computation. 
14. Postings per sheet 3a 3. Number of copies of accounts required. 
15. Additions ,, 3a 4. Notes on balance sheet. 
16. Vouching ,, 3a p 5. Check to see all previous sheets are completed. 
l i 
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SIX MONTHS IN INDUSTRY 


VALUABLE TRAINING FOR AN ARTICLED CLERK 
` by MICHAEL G. FRAMPTON 
Under the provisions of bye-law 58 (c) of the Institute, an articled clerk may spend 


periods not amounting to more than six 


months in all in such industrial, com- 


mercial or other suitable organization as the Council may approve and subject 

to such conditions and control as the Council may impose or exercise. The author 

of this article is an ariicled clerk and here gives his opinions of the value yh this 
part of his training. 


S an articled clerk who Se just completed 
a period of six months with an industrial 
concern, I want to recommend this training 

to others. 
I can appreciate that any principal may view 
this interruption with some apprehension for it is 
difficult to run an office with odd breaks such as 


‘these, though it may be said with equal validity 


that all principals want their pupils to be a credit 
to the profession, apart from being examination: 
successes. 

Whether one decides to commence in practice 
or to go into commerce, a knowledge of commercial 
practice is always necessary.'; In professional 
practice, clients often require advice on matters 
ranging from office and factory organization to 
costing and stock control, and; though the char- 
tered accountant entering the ‘profession has been 
examined in most of these subjects, he has 
probably not seen how text-book methods are 
put into practice. 

On the other hand, if commerce is the choice 
of the newly qualified accountant, he ‘will feel 
ignorant on entering a large industrial concern, 
being unaware of how the work of other depart- 
ments is correlated with that of his own: 


[le 
Limited Choice 


Finding a firm that will tolerate the possibility of -t 


an articled clerk’s making a nuisance of himself 

is a matter for private arrangement. Perhaps this 

is where many hopes fade, for in order ‘to obtain 

a variety of sections to study, one’s choice is. 
really limited to fairly large | manufacturing 

concerns. 

It is important that the training is undertaken 
at a carefully selected time during articles: the 
period which appears to be most suitable is 
shortly after sitting the Intermediate examination. 
The student has then acquired a good knowledge 
of trade from the auditor’s point of view, he has 
studied a little costing theoretically, is under no 
imminent danger from further examinations and 
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is therefore able to devote more time to reading 
books and reports which relate to his work. 

I have been fortunate enough to spend six 
months in three factories of a large group of 
manufacturing companies. Originally, my main 
reason for wanting to spend this time in industry 
was that I found it difficult to appreciate how the 
generalizations on cost accounting — which of 
necessity must be made in text-books — are really 
applied; a considerable part of my time was 
consequently devoted to the cost office. 


Working with the Cost Clerks 
A general idea of the methods adopted for breaking 
down expenditure into cost centres was obtained 
by working with the cost clerks. This analysis 
was used in all three factories, but varying forms 
of standard costing were employed. Reports 
prepared by cost consultants and the group 
directorate of costing were read with a view.to 
understanding the main objects which the systems 
were designed to achieve. ‘The unforeseen troubles 
of practice were discovered at each stage of the 
systems by helping the clerks with their work ~ 
though no doubt this assistance often hindered 
them as well. Through discussion and examina- 
tion of the reports submitted to management, 
I acquired a familiarity with most of the matters 
to be considered on interpreting results. 


Numerous Departments Visited 
The departments that I visited for a few days or 
a few hours are too numerous to mention in 
detail. Hardly a single department was omitted, 
for my intention was to obtain a general idea of 
the whole organization. In some sections, such 
as the time-study section and the registrar’s 
office, it was possible to spend perhaps only half 
a day, either because there was insufficient time 
at my disposal or because the subject was too 
remote from accountancy to merit my further 
attention. In these departments no help was given 


‘in the routine work and my time was restricted 
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to hearing an explanation of daily procedures.| 

One of the most enlightening sections was' 
production control — involving planning, progress! 
and material control. Here the subject has a large’ 
scope and cannot be mastered in anything short: 
of many months, though a few days did suffice for 
me to acquire a good idea of what work is done, 
Towards the end of my course I was allotted an ' 
interesting assignment which involved examina- 
tion of the stores control and making a report | 
suggesting improvements for streamlining the 
system. Though the matter was small, it dd 
provide some useful experience in investigation. 


Assessment of Learning 
Having completed this time, I pause to assess | 
what I have really learned. Can I now install an 
intricate system of standard costing, or act in the 
capacity of a cost accountant? Probably not. It 
becomes more and more obvious that costing is a 
specialized field which is rapidly leaving the 
‘layman behind. 

Though I could perhaps apply a form of 
standard costing in simple circumstances and after 
long consideration, the more desirable achieve- 
ment is that I can now examine cost statements 
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False View 
j that there is no time to spare ' 
ind} that this work can be done 
more profitably | ‘afterwards. In my opinion this is 
a false view, It cahnot be expected that a chartered 
accountant|will be prepared to submit himself to 
tuition in ‘basic: imethods by numerous depart- 
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| ments; once qualified, the opportunity is lost. For, 
although the e qualifiéd ‘accountant will be able to 
' specialize, h 
| practical workings of many sections except after 
` some consi 


not gain familiarity with the 


erable time. 

The other major ,objection to this period of 
es from those who think that such a 
course is EEN frivglous and is a good excuse for 
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Current Accounting Opinions i in the United States and Canada 


N 
by KENNETH F. BYRD, M.A., B.Sc.(Econ.),'A.C.A.,/C.A.(S.A.) 


Professor of Accounting, Mer University, Morte treal 


Journal of Accountancy, 
New York, May 

Restriction of the term ‘Audit’ 

ISCUSSING the present-day tendency 
D: speak of ‘efficiency audits’, ‘manage- 

ment audits’, etc., where the evaluation 
of abstract. qualities is involved, the editorial 
considers the possibility of restricting the word. - 
‘audit’ to independent examinations of accounts 
and supporting data. It decides that there is little 
hope of success and suggests that this type of 
audit might be distinguished by some kind of 
adjective. The term ‘opinion audit’ is said to have 
gained some currency among certified public 
accountants but is thought unlikely to convey any 
sharp distinction to the public. 

International Auditing Standards 
The editorial welcomes the plea of Mr J. 
Kraayenhof, a past President of the’Netherlands 
Institute of Accountants, as published in The 
Accountant of March 14th, for greater uniformity 


in international ‘auditing standards. With the 
lessening of intersiational tension there is likely 
to be a greatly!increased flow of capital between 
nations, with rapid acceleration of international 
trade and commerce} ' says the editorial, and 
internationally | intelligible financial statements 
would greatly facilitate these developments. 


| 
A 





Depreciation iof ee Facilities 

Mr Paul K.: Webster, CEA. discusses the 
American Institute’s new research bulletin, 
“No. 42, to which | reference was made in North 
American Coynmentary XLI. The bulletin recom- 
mends that, if normal depreciation charged in the 
financial accounts Je much less than is allowed 
for tax purposes, provision shall be made for the 
resulting deferred income-tax payable in the post- 
amortisation Years. ;Cértain rulings of the Inter- 
States Commerce) {Commission will mean, he 
thinks, that most railroad reports are likely to be 
Based on provision { ‘for normal depreciation with- 
out such adjustment for deferred income-tax. 
i 
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THE ACCOUNTANT AND THE FARMER UI 
FARM ACCOUNTS ANALYSED: SOME SPECIAL FEATURES 


by R. W. SMITH, O.B.E., T.D., E.C.A. |: 


Y previous articles advanced the case 
for greater co-operation between the 


accountant and the farmer; in the second 


article I attempted to show what is basically . 


required in the farmer’s accountancy if he is to be 
adequately served. Fundamentally, of course, 
there can be no difference in principle between 
farm accountancy and that which serves any 
other trade or business, but enough has already 
been said to show that many special features 
exist which are not found in other occupations, 
at least, not to the same extent. 

In this article, therefore, some of these special 
features will be described in greater detail, with 
emphasis on the kind of information which the 


farmer will require, and the special treatment 
with which the accountant will have to be familiar. : 


Personal Benefits for the Farmer 


One aspect which has in recent years invoked 
much comment and discussion both within and 


outside the industry, is the personal benefit : 


which the farmer derives from an occupation 
which offers facilities which do not exist to the 
same extent in most other occupations. Those 
who speak of the industry as being ‘feather- 
bedded’ refer to the advantages which include the 


accounts rent, rates, lighting, heating, water 
and repairs of the private dwelling, use of farm 


labour for domestic purposes, use of car, and" 


above all, the unlimited quantities of food of all 
kinds which is supposed to be consumed by the 
farmer and his family, to say nothing of the 
wages payments to his wife and family. It is, 
perhaps, as well to have this in correct focus and 
to see what it all does amount to. 

First of all so far as establishment charges and 
repairs are concerned, there is a well-defined 


‘proportion which has long been accepted as a. 


reasonable division between business and private 
use in the ratio of y : 2. When it is considered to 


what extent the farm-house is used as business ` 


premises this proportion is not by any means 
over-generous. The farmer and his wife are ‘on 
the job’ for twenty-four hours a day, seven 
days a week — there are no office hours. Part of 
the house may be set aside as an office and other 
accommodation may be used for storage of 


- be small. 


pilferable commodities, for interviews and meet- 
ings, to accommodate seasonal labour and for 
other purposes too. numerous to mention. It 
would be impossible! to find a farm where at some 
time or other farm labour had not been used for 
domestic purposes, but this is very different from 
suggesting, as so often happens, that labour is 
kept primarily for domestic use. The size of the 
farmer’s labour bill today is such that he cannot 
afford to be extravagant in this respect. His 
labour .is better employed in producing revenue 
than in trivial domestic duties, on the other hand 
what is the financial factor involved in finding a 
task for a hand who would otherwise be un- 
avoidably idle for apart of his day? The art of 
successful farming lies in full productive employ- 
ment of the labour force, but this is a problem in 
which weather sometimes takes a hand and on 
those occasions there will be opportunities for 
using labour on otherwise unproductive work. 





. The Farmer’s Car 
The farmer’s car is|another source of much ill- 
informed comment; especially since the recent 
attempt on the part of the Revenue to get the 
courts to define a limit to the expenditure. The 
majority of farmers jhave little time for personal 


opportunity of charging-up in the business | leisure and the element of private motoring and 


travelling must always be very small. He is indeed 
a fortunate farmer who can take a holiday for 
any length of time except at a period of the year 
when motoring is anything but a relaxation. 

It is still said in some parts of the country that 
the successful, farmer. can only operate on horse — 
it is certainly true that a proper personal super- 
vision can only be done every day in this fashion. 
The personal element of car or horse is bound to 


' Personal Consumption 
There is finally |this question of personal 


. consumption to assess. Much will depend on the 


type of farm, but ma general mixed farm there 
is obviously greater) scope for personal benefits 
than on others. The question to be decided is, 
on what basis this [calculation is to be made. 
Opinions differ as to whether this should be at 


' cost of production oF selling price, for the latter 


will sometimes be less than the former and may 
be nothing at all if| there is no market. There 





~at 





July 18th, 1953 . d 


would seem to be little justification for expecting 
the farmer to-evaluate his own: consumption of a 
particular item at the top market price if the 
cost of growing were only a fraction; on the other 
hand is he to be charged at cost price if unsold 
produce of the same kind is being thrown away 
for lack of market buyers? Common sense suggests 
that the lower price is the right answer. ` 

This subject has been treated at some length 
if only to try and dispel much of the misconcep- 
tion that exists. The accountant’s duty is to try 
and make a fair assessment of ‘what adjustments 
are necessary in order to show the true results of 
trading. Experience shows that although. the 
Inspector of Taxes may be. searching in his 
inquiries on this account, his treatment is almost 
invariably fair and reasonable if he has the facts. 
It is also true to say that in the large majority of 


cases the adjustments that require to be made are . 


very modest, and it is the exception rather than 
the rule to find the farm that is being conducted 
with a deliberate object of.:whitewashing as 
much personal expenditure as ‘possible. 


The Week-end Farmer l 


Perhaps this is a convenient point to say a few 
words about that modern phenomenon the 
‘city farmer’ or the ‘week-end farmer’ as he is 
sometimes called. He is popularly imagined as 
a man who is fabulously wealthy, enjoying a 
personal income of at least £20,000. per annum, 
whose knowledge of agriculture is nil, who 
ruins good land by putting it.to the wrong use, 
who poisons the labour market in his own area, 
who keeps several cars registered as tractors, 
and who spends his week-ends in a large country 


(farm) house living entirely on illegally slaughtered. 


pigs and sheep. Examples of abuse can of course 
be found, but to imagine that it is practised to a 
great extent is to insult the intelligence of the 
Inland Revenue and the.county agricultural 
committees. Moreover, a person who will operate 
in this way as a farmer is as likely as not to indulge 
in similar activities in other’ occupations. It is, 
therefore, a pity that the wealthy agriculturalist 
is often the victim of this type of attack. 

There are undoubtedly many wealthy owners of 
farms whose activities are conducted on a some- 
what liberal basis but let it not be forgotten that 
many of these men are enthusiasts or idealists 
who are farming land which even in the most 
experienced hands is unlikely ever to be farmed 
at a profit, and but for them, would probably 
go out of production altogether. When the 
comment is made that they ek it at the expense 
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of thé community because they have a tax rebate 
at the top rate, let us also remember that they 
provide employment, a market for equipment, 
and work for many other trades; they do get some 
measure of production from uneconomic land, 
thus, much of what they recover from the ex- 
chequer goes back indirectly. 

It is undoubtedly true that but for high rates 
of taxation this type of farmer would largely 
disappear, but he is not the drone that many 
suppose him to be. The history of the agricultural 
industry gives many examples of successful 
experiments to improve the economics of farming 
which could only have been initiated by the 
owners of exceptional capital resources. If such 
activity succeeds in bringing poor land back into 
cultivation there is every reason for giving it the 
right sort of encouragement. There is quite 
obviously a useful field of activity here for the 
accountant whose guidance on costs and financial 
information is vitally necessary if such experi- 


-ments are to be successful. The farmer who is 


operating at a satisfactory margin of profit 
might well observe with some justification that 
he does not need the services of an accountant ` 
to dissect his figures and to advise him how to 
improve his results, but where there are continual 
losses or a narrow margin of profit, a proper 
diagnosis of the state of financial health becomes 
essential. 

At a time when we are in need of the greatest 
possible production of home-grown food and 
when we have the astonishing paradox of the 
continual requisitioning of good farm land for 


-other purposes, everything possible should be 


done to encourage those who are prepared to 
risk considerable losses in order to bring un- 
productive and marginal land back into full 
production. 

It may be thought that I have digressed too far 
from my subject in the last few paragraphs, 
but just as the industrial cost accountant can help 
ailing industry back on to a paying basis, so too 
can the accountant make a similar contribution 
in the sphere of agriculture. Let us therefore see 
what kind of information will be required by the 
farmer from the accountant and in the final 
article see how this information is to be applied 
to achieve the desired results. 


Information required by the Farmer from 
the Accountant 
We have already examined the structure of the 
accounts which are on a simple basis but designed 
for the minimum of effort on the part of the 
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farmer to display the features capable of pro- 
ducing the information he wants. 

He is interested primarily in examining his 
total revenue and in knowing how this is made up 
of the various main products. This information 
can tell only a part of the story unless there 
is also a record of the acreage of each section and 
details of the quantity and quality of the product. 
There are still price controls on many agricultural 
products but others are subject to widely 
fluctuating market prices and a drop in the 


revenue from one particular item will not of mi 


necessity mean that there has been a fall either 
in quantity or quality produced. The first 
essential, therefore, is to know the amounts 
produced and sold in each class of crop, and from 
this to lead on to the average prices realized. 

On the other side of the account we have seen 
the main classifications of expenditure, but these 
are only in broad terms. They give the farmer 
the general picture, and answer his general 
questions: am I spending more or less on fer- 
tilizers? Have the expensive sprays used last year 
to control weeds been reflected in reduced 
labour costs and a cleaner or better quality 
crop? Is there evidence that the money I spent 
on replacing those two old tractors with new 
ones has reduced the cost of maintenance? Is 
the fall in my income from sales of hay and roots 
more than balanced by the reduction in the cost 
of bought fodder? How far did the money I 
received from hiring out the new combine go 
towards the cost of the machine? These and 
many others are the general questions that can 
be answered by little more than a glance at the 
accounts. It is surprising how often the published 
figure is quite a revelation compared with the 
impression obtained without reference to the facts. 
But such generalizations are by no means the 
complete answer, especially where a very small 
margin may lie between profit and loss or a 
satisfactory result on one section may be the 
direct cause of an even greater loss elsewhere. 
This is a factor which is so often obscured in 
farming, but which can frequently be discovered 
by a proper analysis of the accounts. 


Unrecorded Costa 
Reference has already been made to the unre- 
corded costs which in agriculture are a more 
important feature than in some other businesses. 
These are mainly, rent, personal labour and 
interest on invested capital. We are not concerned 
in these matters with the taxation aspect, for the 
last two items are not the subject of adjustment and 
there is, in the case of rent, the normal adjustment 
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fox net annu valuest'These items are, however, 
‘of vital importance when considering the farm 
jeconomics i idetaili! The market for farms is 
| becoming ier | itoday' but until quite recently 
it was almost impossible to obtain a farm on a 
‘tenancy.’ Considerable. capital is required to 
purchase a freehold ffarm and to stock it ade- 
quately. There is) algo a large requirement of 
working capital to: carry over from one season to 
‘another. There’ isi obviously a dangerous sense 
of security conveyed ito a farmer with a general 
size, say from 150-300 
acres, who is jshown; to be making a modest 
profit of Ge Oo per annum, unless these 
factors are taken into; account. He may. require 
equipment and stock! costing anything -between 
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. £5,000 and £10,000; And if he is also the owner 
may need upwards of a further ` 


of his land hej 
£10,000 plus his|Sea¥onal capital requirements. 
On a specialist | arm the costs may well be 
much more, Even government departments, who 
should know bétter, are guilty of giving statistics 
of . earnings without taking unseen costs into 
account. 'The|capital invested i in such a farm could 
earn a reasonably i fe 6 per cent in good in- 
dustrial securities! without any of the risks 
attaching to a agriculture. E would still leave the 
investor the o portunity of his own living 
in employment whichl jwould be subject to fixed 
daily hours and free reck-ends, Many farmers 
are only too well aware of these factors but there 
are others for whom the argument remains an 
unexplained In stery without the guidance of a 
professional erste 


| Change-over of ve 

There i is one| further | oint which is to a large 
extent peculiar to the’ agricultural industry. This 
concerns the finane ialtarrangements consequent 
upon the change jot f arm from one farmer to 
another. At one. time it was customary for farms to 
change hands į jolly ; at Michaelmas after harvesting 
had been completed. This is not always the case 
today. But whatever the date there is always a 
considerable jue in. tenant right, cultivations, 
unexhausted nanures;’ d labour to land, which 
has to be accourited fo d as between outgoing and 
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ingoing farmer. W 


; Custom varies in, different parts of the country, 
but generally | speaking a separate value is put 
on such items: ‘as Opposed to the value of the 
freehold itself — GE dg in the ordinary com- 
mercial business in! è separation of stock-in- 
trade and work i in progress, from the fixed assets. 
Where the uation of such items is properly 
agreed between parties, no difficulty arises 
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and the same figures provide he Se stock 
for the seller and the opening stock for the in- 
going farmer. Occasionally, however, there may be 
special considerations which demand a different 
treatment, and where for one reason or another 
some of the items normally valued separately are 
deemed to be part of the freehold., An interesting 
example of the effect of this arose in the case of 
CLLR. v. Pilcher (28 ATC 385; 31 T.C. 314). 
A cherry orchard was sold at a time when the 
fruit was almost ready to be picked and the pur- 
chaser claimed to deduct from the proceeds of 
selling the fruit the value at the date of the 
transfer of the land, no apportionment having 
been made in the conveyance. The taxpayer lost 
his case and the moral is that a very damaging 
effect on the tax liability can arise unless the 
results are foreseen and adequate provision is 
made for proper treatment. In this respect: there 
is an important field for co-operation between 
the valuer, solicitor and the accountant’ con- 
cerned on both sides, to ensure that the financial 
aspects of the transfer do not create an inequity 
of this kind between the seller and Che pee 
ji H 
Capital Expenditure on Works tna Buildings 
By reason of the provisions of thie Income Tax 
Act of 1945, the agricultural industry enjoys an 
advantage which is not shared to the same extent 
by others. The Exchequer have recognized the 
need to encourage the improvement and exten- 
sion of farm buildings and to [give relief for 
expenditure on capital works such as: drainage 
schemes, irrigation and electrification designed 
to improve farm land. The capital allowances 
which are granted for such expenditure are much 
wider in scope than the somewhat narrow applica- 
tion of the industrial buildings allowances, and 
they are more rapid in effect for the cost is wholly 
allowed for tax purposes over a,,period of ten 
years. Perhaps the most importarit advantage is 
that there is no provision for a balancing charge. 
There is also in practice a considérable freedom 
in the method of granting the relief. 

Although it has been said elsewhere that the 
taxation aspect of accounts should take second 
place to the true accountancy functions, we have 
here a taxation feature that is of considerable 
importance in its own right, and which must be 
given .full weight in dealing with agricultural 
finances, Expenditure which qualifies for this 
allowance is required by the Inland Revenue 
to be scheduled and vouched and it is quite 
obviously the accountant’s duty to ensure that 
no such claim is overlooked. i - 
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It is important, too, for the practitioner dealing 
with farm accounts to be familiar with the various 
grants which may be claimed by the farmer for 
assistance in connection with capital works. T'he 
entitlement to such claims may be well known 
to the farmer, but it is very often the accountant 
who will be asked to submit the details and to 
ensure that the correct amount is received. He 
must likewise be knowledgeable on the subject 
of the various subsidies which may be claimed 
and the impact of these on the accounts. 


The ‘Herd Basis’ 

The disastrous epidemic of foot and mouth 
disease which affected almost the whole country 
during 1952 has given much emphasis to the 
special considerations that can arise in connection 
with livestock. One result of this has been the 
less rigid application of the ‘herd basis’ of treat- 
ment provided for in the 1953 Finance Bill. 
The misconceptions that existed prior to this on 
the subject of the application of the ‘herd basis’ 
are quite extraordinary. In fact it was only in a 
comparatively few cases that the adoption of 
this method of treating livestock as a fixed asset 
was a real benefit to the farmer. In most cases 
where the purchase and sale of livestock formed 
part of the normal annual operations, the more 
customary stock valuation was the only possible 
method. There would not in such cases be sales 
in any one year of more than a fraction of. the 
livestock involved, but the compulsory slaughter 
of all stock and the receipt of compensation in 
one accounting period produced quite exceptional 
results merely by creating in this period the effect 
of sales which would normally have been spread 
over several years. The effect was aggravated 
even more because for some time afterwards it 
was not possible to restock and continue 
normal operations. I venture to suggest that this 
is a clear example of one of the many ways in 
which the farmer can benefit from the services 
of an accountant in getting the proper advice as 
to treatment. 

Enough has been said in this article to demon- 
strate that there are so many special features in 
the economics and finance of agriculture that in 
these complicated times the accountant who is 
practising in a rural area must equip himself with 
the specialized knowledge to render proper 
service to agriculture and, on the other hand, 
to show that the farmer who is anxious to get 
the most out of his own efforts cannot reasonably 
expect to cope single-handed with the financial 
and accounting problems that continually beset 

: (To be concluded.) 
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New Member of the Council of 
the Institute 


We reported last week the election. of Mr Redvers 
Boulton Leech, M.B.E., T.D., F.C.A., to the Council 
of The Institute of 
Chartered Account- 
ants in England and 
Wales. 

Mr Leech is senior 
partner in the firm 
of Leech, Evans & 
Co, Chartered Ac- 
countants of 
Coventryand 
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the late Mr Edward 
Thomas Peirson, 
` who was a member 
of the original Coun; 
cil of the Institute 


Mr R. B. Leech, M.B.E., T.D., EA, 
when the Charter was granted, he was admitted an 
Associate of the Institute in 1923 and elected a Fellow 
in 1931. 

Mr Leech commenced in practice in Dinniagham 
in 1926 and two years later opened his Coventry 
office, SCH afterwards being joined in partnership 


by Mr W. W. Evans. 

A founder and first chairman of the Coventry 
Branch of the Birmingham and District Society of 
Chartered Accountants, he was elected as Coventry 
representative to the Society, which he has also 
served. as Librarian and ‘Treasurer. 

Mr Leech has a distinguished record of military 
service, his first period with the forces being 1918~19 
He was a Territorial officer from 1928-39 and through- 
out the last war he served in France, the Middle 
East and Western Desert, and in Italy. While with 
the Eighth Army he was mentioned in Dispatches, 
and in Italy he was awarded the M.B.E. (Military 
Division) and ‘Territorial Decoration. 
conclusion of the war he had been serving for 
almost two years as an A.Q.M.G. with the rank of 
Lieutenant-Colonel. 

In 1931 Mr Leech founded the Coventry Repertory 
Company and four years later the York Repertory 
Company of which he is still a member of the 
governing body. ) 

He is a Freeman of the City of Coventry. 


Liverpool City Treasurer Honoured ` ` 
Mr Jobn Ainsworth, M.B.E., F.S.A.A., FLM.T.A., City 
Treasurer of Liverpool, received the honorary degree 
of Master of Commerce of Liverpool University, at 
the midsummer degree day congregation. 

Mr Ainsworth is a member of the Council of The 
Society of Incorporated Accountants and Auditors, 
and a Past-President of The Institute of Municipal 
Treasurers and Accountants. 
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London Transport Inquiry - 
The Minister of Transport has announced the names 
of members of the London Transport Committee of 
Inquiry which the Government decided last April to 
set up. Mr T. B. Robson, M.B.E., MA, F.C.A.; im- 


B 


mediate Past-President of the Institute, is serving on . 


the committee, which is under the chairmanship of 
Mr S. P. Chambers, a deputy-chairman of SEN 
Chemical Industries Ltd. 

The committee’s terms of reference are: . 


“To inquire into the conduct of the undertaking 
carried on by the London Transport Executive 
(excluding any questions relating to charges) with 
a view to ascertaining what practical measures can 
be taken by the British Transport Commission and 
the Executive in order to secure greater efficiency 


and economy.’ 





Accountants’ Working Papers 


When a firm of accountants prepares working papers 
in the course of producing a balance sheet for a 
client comipany for audit purposes, to whom do the 
working papers belong?-The Court of Appeal held 
last Tuesday that they belong to the accountants and 
not to the! client. The Court held on the other hand 
that correspondence between the accountants and the 
Inland Revenue concerning the client’s tax liability 
belongs to the client. These decisions were given in 
the course of interlocutory proceedings in Chantrey 
Martin & Co o Martin (The Times, July 15th, 
1953). We hope to refer to them in a leading article 
next week. 


Valuation for Rating Bill 
The Valuation for 


meetings on it and] produced some useful improve- 
ments. In particular, cycle and perambulator sheds 
and storerooms, not in the same curtilage as the 
dwelling-house with which they are used, will be 
valued on the same basis as dwelling-houses. The 


Rating Bill has now passed its ` 
_ third reading. Standing Committee C had three 


provision, that the 1939 basis is to apply to subsequent - 


values after the first, has been dropped, so that the 
Government will be compelled to reconsider the 
valuation provisions in the not too distant future. 
One of the improvements was a drafting one which 
shortened the Bill by ten lines and at the same time 
made it more ‘intelligible, without altering its sub- 
stance. These amendments, useful as they are, really 
do no more than touch the fringe of the problem. 
When assessment notices are eventually sent out to 
startled occupiers, the latter will find that in order to 
substantiate their appeals they will have to put in 
evidence of what the houses would have been worth 
to let in’ 1939 assuming that present surrounding 
circumstances applied at that time. The Bill passed 
its second reading in the House of Lords on Tuesday. 
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Colontal Sterling Balances 


During 1952, the sterling balances of the colonial 
territories increased by about ro per cent compared 
with 1951. This was a less spectacular rise than in the 
previous year, but it nevertheless underlines the 
important role which the colonial dependencies play 
in the economy of the sterling area. Last year the 
gross total of colonial sterling balances was 1,210 
million compared with £1,086 million in 1952, but 
there was an element of dominion balances in these 
figures and when account is taken of these, the total 
for last year was about £1,065 million. 

.Among the territories listed, the West African 
group continued to be the area with the largest assets, 
followed by Malaya, East Africa and Hong Kong in 
that order. For the first time since the war, however, 
the total value of colonial foreign trade fell, but this 
was due to lower turnover in Hong Kong and Malaya. 

Boom conditions in the colonies is further under- 
lined by the buoyant state of many of their exchequers 
— key areas being in a position to. add to reserves with 
budget surpluses and use some of their enhanced 
funds for financing capital projects. This facility for 
financing development out of their own accumulated 
surpluses has not meant, however, that there has been 
a notable fall-off in the flow of capital to the colonies — 
quite the reverse. So far as this country is concerned, 
the picture is fairly clear. The colonies are important, 
indeed vital, contributors to the sterling area; they are 

enjoying buoyant trade and fiscal conditions (taken as 

a whole) but they are in consequence also in a position 
to make demands on the capital resources of the 
sterling area and this is a demand which this country 
finds it exceedingly difficult to meet and at the same 
time cope with the needs of the Dominions. Neither 
can be fairly dealt with unless this country can earn — 
and keep earning ~a substantial surplus on its 
foreign account. 


Higher Trade Deficit in June 


` During June the adverse trade balance increased by 


just over £3 million compared with the previous 
month. In May it was Zopp million, in June the 
gap had increased to £798 million. These provisional 
gures were given by the Chancellor of the Ex- 
chequer in the House of Commons on Monday. 
The main reason for the slight worsening of the 
position was the continued high level of imports. 
These were higher compared with May on an average 
working-day basis although the total volume was 
lower owing to the Coronation holiday. A welcome 
feature of exports was the continued resilience of 
shipments to North America. These achieved, in 
fact, a record level. Taken on an average working- 
day basis, exports were at the same level as in May. 
Looked at from month to month in this way the 
country’s external trading account does not appear 
to be in bad shape. It is only when a comparison is 
made with the visible trade balance a year ago and 
the slow rate of progress is noted since the first half 
of 1952 that there arises cause for misgivings. In 
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contrast with the first six months of 1952 imports 
have been reduced by about £200 million. On the 
other hand exports have fallen over the same period 
by about £180 million so the net balance is only 
£80 million better than a year ago. The monthly trade 
figures have been proved to be much less reliable as 
a guide to the actual state of the balance of payments 
and the visible trade balance than was thought at 
one time and they have been found to err on the 
pessimistic side. Nevertheless, the country seems 
at present to be saddled with. the chronic difficulty 
of being unable to get anywhere near a balanced 
external account except at lower and lower levels. 


June Record for Steel 


Steel production reached an annual rate of 17:6 
million tons last month which is the highest figure 
ever achieved in June. The performance is all the 
more notable since account has to be taken of the 
Coronation holiday. Over the half year, the rate of 
steel output is now running well ahead of the cor- 
responding level in 1952. It has a lead of 2 million 
tons in fact. 

The level of the industry’s blast furnace capacity 
is the key factor in these good results. In the second 
half of Jast year there was a notable expansion in 
capacity at the blast furnaces and the buoyant output 
of ingots and castings from the steel mills has been 
maintained on this increase in pig-iron output. . 


Cinema Exhibitors’ Difficulties 


Few industries can claim to have had such a com- 
bination of long-term sales and incidence of taxation 
problems in the last year or so as the cinema exhibitors. 
The value of admissions over the last few years has 
fallen disturbingly. From {£1,480 million in 1948, 
takings declined to £1,312 million in 1952. Higher 
prices of admission (following tax increases) and a 
decline in purchasing power through 1951 and part 
of 1952 have been factors affecting the trend but 
there is no doubt that competition from television is 
the critical issue. An indication of this has been 
the nervous approval by the industry of the Govern- 
ment’s decision not to allow sponsored television for 
the time being. 

But while the outlook for the cinema remains 
obscure the tax burden coupled with the levy under 


‘the Eady Plan continues as a serious drain on gross 


profits. In 1948 taxation took 35 per cent of gross 
profits; last year taxation any Eady contribution 
absorbed 37 per cent of the gross. It is, of course, 
the small exhibitors who feel the pinch particularly 
keenly. They have smaller reserves to ride out the 
storm and less hope of raising the necessary capital 
for 3-D development and the like than the big 
circuits. ` 

The immediate prospect is not bright but a good 
deal more about the impact of television on social 
habits will have to be known before it can be said 
that the cinema industry will shrink permanently. 
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FINANCE AND COMMERCE 


Turnover in stock-markets is insufficient to develop 
_ a firm undertone into a more obvious show of con- 
fidence. The market is now embarked upon a three- 
week account to cover the August Bank Holiday and 
business is not expected to be brisk. 


W. W. Chamberlain 


It is not often that the main point in reproducing a 
company’s accounts in this column is to emphasize 


that the form of presentation is the same as it was the . 


revious year. Nevertheless, that is the chief point of 
interest in the balance sheet of W. W. Chamberlain 
(Associated Companies) Ltd, which we reprint this 
week, 

Last year ~ in Finance and Commerce on July 26th 
-we reported that the directors had under con- 
sideration the adoption of vertical form for the 
accounts but, feeling that a change should not be 
made without notice, had deferred the matter until 
this year. The chairman considered that the figures 
were not brought out to their best advantage and 
said that changes in the form of the accounts yes 
be made. We commented that the essence of 
presentation is not necessarily confined to the s8 
or form of the accounts but very much in the way . 

space is used. 

The balance sheet for the year to March 31st, 1953, 
it will be seen from the reprint, is still in the double- 
sided form. Presumably after due deliberation the 
directors have decided that this is the clearer method 
of presentation and the form most acceptable to the 
majority.of-shareholders. But there are changes in the 
accounts which show that a great deal of thought has 
been applied- to them. 


Improvements 


One of these changes is the use of an improved form 
of profit and loss account and the scrapping of the 
revious double-sided account — to this extent there- 
ore the directors have adopted their last year’s 
suggestion. But in the balance sheet the changes are 
more in the form of improvements on the former 
style than in a complete change of layout. 

The type used is bolder and blacker. Group head- 
ings stand out clearly. Fixed asset detail is set out 
horizontally and not vertically. The transfer of stock 
and bad debt contingency accounts to general reserve 
has cleared the two items from the current assets 
group, where they were previously shown as deduc- 
tions from the stocks and debtors items. The notes 
to the accounts are this year printed with the profit 
and loss account, so giving more space for balance 
sheet layout. The -result is a much more readable 
presentation of the figures. 

Additional information this year is provided in a 
six-year record of trading results and d balance sheet 
analysis showing shareholders’ interests represented 


by capital and reserves. Mr W. He Chamberlain, 


chairman and managing director, remarks upon a ` 


tendency among companies to circulate annual 
reports without a statement from the chairman. ‘I 
have decided not to adopt this practice,’ he says, 
‘because I feel that in my statement I can explain 
more fully the results shown in our accounts.’ 


Vitamins Changes 

A complete change of style is adopted in the latest 
report of Vitamins Ltd. For years the company’s 
report, while presenting the figures in accordance 
with modern practice and with group and parent 
balance sheets related to a common narrative, had 
little of the additional finish now associated with 
company report presentation. It was strictly a clear 
statement of facts without frills. 

The 1953 report, in booklet form, is completely 
different. Printed on high-gloss paper it runs to 
twenty-four pages and, so far as the accounts are 
concerned, the main point of interest is that the 
‘modern’ form has given way to two separate double- 
sided balance sheets. Vitamins Ltd is not the first 
company to have reverted to the older form after 
adopting the new. 

Ina very full and detailed statement covering the 
company’s operations the , Mr H. C. H. 
Graves, says that it had been ‘forcibly represented” 
to the directors and not least by the company’s chief 
accountant, Mr J. Shannon, A.C.W.A., A.C.I.S., that 
the former presentation method did less than justice 
to the company’s size and standing. The company’s 
advertising manager was responsible for the technical 
production of the report and his influence is clear in 
the various charts and statistics which embellish it. 

Simplified Figures 
Simplified financial statements for the benefit of 
employees now form an ere part of management- 


employee relationship in industry. One of the best 
efforts we have seen in this direction is made by the 


. Tube Investments group. 


The financial facts are given in six tables showing 
where the group’s capital comes from, how it is being - 
used, how profits are-earned and divided, how each 
£ of revenue is used, how additional capital is put to 
use and where the additional capital comes from. 

In.the foreword to the tables it is ae out that 
the figures can be understood ‘by an intelligent man 
who is prepared to give them careful ae That 
gets near the kernel of the matter. There must be a 
willingness on the part of the pupil before education 
can succeed. 

Money Market 
With the miarket reverting to a bid of £99 85 2d the 
average rate for Treasury bills on July xoth rose to 
£2 7s 3474 per cent. Applications totalled 
£353r440, 000 SE 63 per cent of requirements was 
ed. This week’s offer is £250 million. 
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WW. W. CHAMBERLAIN (ASSOCIATED COMPANIES) LIMITED 
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Author- Issued and 1952 
Share Capital and Reserves ized Paid-up 1952 £” £ £ 
Share Capital: D £ £ Interest in Subsidiarles Ké 
5 r cent Cumulative Preference Shares, at cost SÉ d a .. 269,083 269,083 
Shares of £l .. Di n .. 200,000 100,000 100,000 Amounts Receivable (Including Dividends 
Ordinary Shares of 2s .. » 250,000 200,000 200,000 since declared) ae di e| 53,731, 153,091 
450,000 300,000 300,000 322,814 422,174 
Capital Reserve: 
hare Premium Account 74,916 74,916 Current Assats 
Revenue Reserves: 24 per cent National War Bonds, at cost.. 99,751 = 
Dividend Equalization Reserve „e 10,500 10,500 Market value at March Aler, 1953, 
Profit and Loss Account sie a. 19,159 18,197 £99,719.) 
29,659 Debtors... Së ES e ek 1,215 1,847 
Balance at Bank =. Së ie Se 910 608 
404,575 403,613 
- 101,876 2455 
Current Liabilities ` 
Creditors and Accrued Charges .. we 177 1,985 W. H. CHAMBERLAIN 
Proposed Final Ordinary Dividend, less irectors 
Tax vie Sé bi De +. 19,250 18,375 D. CHAMBERLAIN 
Accrued Preference Dividend, less Tax .. 688 856 
— = 20,115 21,016 
E £424,690 | £424,629 ` £424,690 | £424,629 





REPORT OF THE AUDITORS TO THE MEMBERS OF W. W. CHAMBERLAIN (ASSOCIATED COMPANIES) LIMITED 


We have examined the above balance sheet, which Is In agreement with the books of account, and the annexed consolidated accounts of the 
company and its subsidiaries, Proper books of account have been kept by the Company. We have obtained all the Information and explanations 
which to the best of our knowledge and belief were necessary for our audit and It is our opinion chat, In conjunction with tho relative notes, the 


accounts give the Information required by the Companies Act, 1948, 


We are of the opinion that the balance sheet of the company glves with the consolldated accounts a true and fair view of the state of Its affairs 
at March 3ist, 1953, and the consolidated accounts give, from the stmindpoint of members of W. W. Chamberlain (Associated Companies) Limited, 


a true and fair view of the state of affairs at that date of the company and its subsidiaries and of their profit for 


Regent House, 
45 Sheep Street, ` 
NORTHAMPTON, 


May 27th, 1953. 


a year ended on that date. 


A. C. PALMER & CO, 
Chartered Accountants, 


REVIEWS 


Delegation of Services within Counties 
by J. R. Sampson, A.S.A.A., F.I.M.T.A. 
(Institute of Municipal Treasurers and Accountants, 
London. 25s net) 
A Survey of Unit Costing in Local 
Government 
by Sidney Yates, A.S.A.A., A.I.M.T.A., and 
R. E. Herbert, A.I.M.T.A., D.P.A. 


(Institute of Municipal Treasurers and Accountants, 
London. 20s net) 

These two volumes are part of a series of research 
studies promoted. by the Research Committee of the 
Institute of Municipal Treasurers and Accountants. 
In the first, Mr Sampson gives a factual survey of the 
extent of delegation adopted by county councils in the 
thirty-eight counties in England and Wales with a 
population in excess of 200,000. The services selected 
for review are local health, education, town and 
country planning, civil defence and highways, with 
a brief reference to the welfare services. 

No attempt has been made to discuss in detail the 
problems arising from delegation and the book is in 
effect a summary of replies received from inquiries 
addressed to the selected counties, together with a 
statement of statutory provisions affecting the dele- 
gation of duties for the various services and the 
relevant parts of the Local Government Manpower 
Committee’s reports. The diversity of the replies 
emphasizes the individual nature, of each county’s 


problems and as a result any tabular presentation of 
facts has been accomplished only on a broad basis and 
without a detailed description of any one scheme of 
delegation. 

The second volume is concerned with the applica- 
tion of unit costing to a number of individual services 
undertaken by local authorities. There is an intro- 4 
ductory review of the subject generally, followed by 
a more detailed examination of problems peculiar to 
different services based on replies to a questionnaire 
received from ninety-one local authorities including 
councils of counties, county boroughs, non-county 
boroughs, metropolitan boroughs, urban districts and 
one Scottish authority. 

This is not a factual survey and the practices 
adopted by various local authorities have not been 
tabulated; rather is it a more discursive book ‘in- 
tended to be a general evaluation of the effectiveness 
or otherwise of unit costing only .. .’, an object it 
achieves with clarity and conciseness. Present prac- 
tice is examined, discussed and assessed and there is 
a useful appendix of unit costs suitable for individual 
services. 2 


RECENT PUBLICATIONS 


BUTTERWORTHS COMPANY PRECEDENTS, Volume III, revising 
editor Raymond Walton, M.A., B.C.L., Barrister-at-Law. 
lii + 658 + index. 10 X 64. 63s net. Butterworth & Co 
(Publishers) Ltd, London. 


Tre Coancine Law, by Sir Alfred Denning. viii +122 pp. 
8 x 5. 10s net. Stevens E Sons Ltd, London. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, 


not necessarily for publication. 


The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Accounting Principles: Traditional 
Accounting and Cost Accounting 
Sr,- Mr G. W. Reed (issue dated July 4th), states the 
case for historic cost admirably and the methods 
hitherto used have served their purpose quite well. 
To meet current conditions they require taking a 
little further, but not ‘doctoring’ as Mr Reed suc- 
cinctly puts it. Replacement profit is not false, but 
some concepts of it are confusing. If a company 
intends to continue trading and the value of its stocks 
has fallen or it will cost more to replace them, then 
provision must be made; the loss, however, is strictly 
of capital. If a company has made a profit of £50,000, 
but it will cost £20,000 to write off stocks that have 
fallen in value or will cost more to replace, it may be 
said that the ‘traditional profit’ of £50,000 should be 
known as ‘profit before replacement’ and the £30,000 
as ‘profit after replacement and before tax’. This 


‘ replacement element or part of it, although of a 


capital nature, might well rank for tax relief. In the 


' cost accounts, profit should be ‘profit after replace- 


ment’ so that, in fixing price levels, regard should be 


, had to rising costs. From the shareholder’s point of 
‘ view, however, the position should be clearly shown 


, in two 


es. 

The trouble with many accounting systems today, 
and with concepts of accounting, is that traditional 
| accounting is married to cost accounting, sometimes 

‘resulting in the worst of both worlds; the position 
would be improved if they could be divorced at will. 
| It is possible to arrange accounting systems economic- 
‘ally so that they give readily both historic costs and 


w. any form of detailed costing that may be appropriate. 


æ- 


Replacement costs should not be ignored, but share- 
-holders and others should be able to see the profit on 
trading — profit before replacement — and the addi- 
itional cost necessary to keep in business. To ignore 
‘replacement costs may permit higher dividends but 
jwill not take a company safely eee periods of 
junstable trading conditions. 
Yours faithfully, | 
Caterham, Surrey. K. H. WEST. 


, More or Less Correct 


Sir, — That the problems of provincial practice are 
hot confined to the question of adequate remunera- 
tion and unqualified competition ia clearly illustrated 
by the following certificate attached by the rector of 
a country parish to a statement prepared for the 
Charity Commissioners: _ 
: ‘I hereby certify that the foregoing statements are 
` correct, As far as I know it is more or less correct 
ı and in order.’ 

' Needless to say, a full audit was considered 
Ge Yours faithfully, 

M. 


Unqualified Accountants 

Sir,-In the main, the so-called quack competes 
with the qualified accountant to obtain the work from 
small shopkeepers and businesses. These are mostly 
accounts from incomplete records, simple books 
and the like where the problem is to form a reliable 
idea of unrecorded sales, drawings and over-recorded 
expenses. 

For this work the quack is unconcerned with 
examination studies in trustee, cost or mechanized 
accounts, advanced commercial law or banking and 
finance. When I consider that the articled clerks of at 
least the small accountants obtain just enough 
knowledge to pass such examinations from the 
simple text-books and examination hints of the 
correspondence courses, with their emphasis on 
examination tactics, maximum marks per minute, 
etc., I wonder if the quack in his sphere is any the 
worse for not studying such subjects in such a 
manner? 

If the public need some protection, it must come 
surely from the Inland Revenue officials who 
scrutinize the accountant’s work and from experience I 
suspect that they find it necessary to scrutinize the 
work of the qualified as keenly as that of the un- 
qualified. 

Yours faithfully, 
Coventry. A. D. N. HARRISON, a.c.c.s. 


Accounting for Inflation 


Sir, ~ Assuming that Mr Nielsen intended his 
letter published in your issue of July 4th to be taken 
seriously, it would be interesting if he would tell 
us what action on the part of the Government 
would achieve the result which he considers so 
essential. 

How, for instance, can the Government ensure 
that there is always the right quantity of each 
commodity available at the right price to meet 
the demand and that there is always a market for the 
whole of the production of our industries at the 
right prices to maintain the desired level of prices? 
(See (a)). 

What is to become of new inventions and how are 
progressive people to be restrained from improving 
their standard of living? 

(a) (Obviously subsidies would be ineffectual as 
they would involve fluctuations in taxation and 
consequent variations in purchasing power.) The 
demands of national defence and increasing social 
services would also require consideration. Some of 
his colleagues in commerce would welcome a 
solution to the fluctuating price problem. 

b Yours faithfully, 
f R. H. QUINEY. 

Stoneygate, Leyester. 

a 


ah 


Accountancy on the Wireless 


Sir, — I wonder if many members of the profession 
listen to the radio feature ‘The Archers’. Those who 
do, were no doubt interested last week to hear the 
industrialist-farmer, Mr Fairbrother, give Dan Archer 


some salutary advice on the benefits of satisfactory ` 


farm accounts. Fairbrother was amazed to hear that 
the stolid Dan could not say for certain if the small- 
holding run in addition to the farm was making profits 
or losses and su that if the latter were the case, 
possible tax reliefs were being lost. “You need a 
separate profit and loss account and balance sheet,’ 
recommended the erudite Fairbrother, no doubt with 
the old Rule 13 claim in mind. 

Poor Dan sounded amazed ‘by this wealth of 
financial knowledge but gratefully accepted . his 
neighbour’s offer to contact his own accountants and 
‘send the junior chap over to see him’. We may there- 
fore, I am sure, feel satisfied that one less farmer will 
be left to the ministration of the-‘Quacks’. 

Yours faithfully, ` 
AMBRIDGE. 


‘Replacement Profit is False’ 


Sm, — Following with great interest the lively cor- 
respondence which followed the publication of 
Mr H. A. Briscoe’s article in your columns, I think 
there is an urgent need to expose the theoretical basis 
of this article which might best be termed a crude 
pseudo-economic theory of double entry. 

There is the deceptive ‘pool of real capital’ which 
logically means that the author considers a scarce 
machine tool costing £1,000, equivalent to {£1,000 
worth of unsaleable toffee stocks. 

Although Mr Briscoe is at great pains to streas that 
his pool is measured in real terms, he assumes, 
without discussion, that ‘real’ is the same thing as 
original cost. Paradoxically this could only be true 
in a system where neither inflation nor deflation 
could occur. Mr Briscoe’s pool consists of particularly 
ambiguous money and it is clear that the inflationary 
problem is simply avoided by discussing money in 
monetary terms. 

There is the definitional equality of aggregate 
income = output = expenditure which-Mr Briscoe 
raises to the status of a fundamental law with the 
simple faith that at the bottom of all laws of nature 
there is embedded the double-entry principle. This 
See fallacy is well known in economic theory 

as ‘Say’s Law’, since the second half of the last 
century. 

The author defines. ‘real’ income as the stream of 
producao of which some is consumed and the rest 


y definition ‘real’ capital. ‘Real’ capital and ‘real: 


consumption in turn define ‘real’ production thus 
closing nicely the logical circle. A moment’s 
reflection shows that these definitions are absolutely 
meaningless in themselves. . , 1 


THE ACCOUNTANT 


July 18th, 1953 


If we need a definition of veal income for the . 


discussion of the inflationary problem it must be 


- something like Professor Hicks’ definition (Value and 


Capital") describing 
‘a man’s income as the maximum value which he 
can consume during a week and still expect to be as 
. well off at the end of the week as he was at the 
beginning’. 
To say that the shareholder i is primarily interested 
in how his: money is spent is nonsense. He is con- 
cerned mainly in the accretion of value to his 
investment outlay and in the prospects of PER 
and future income from it. 

Surely the accounting problem of inflation and 
replacement profits arises from the form of the 
accounts of the individual business and not from 
statistical aggregates. 

In normal times the values eben mn the balance 
sheets and profit and loss accounts are a reliable 
index of the physical or real state of affairs of the 
business. In times of inflation, however, this very 
significant relationship is distorted or lost. This is the 


essence of the problem and any discussion should 


start from this point. 
Yours faithfully, 


London, SW2. H. A. K. M. SCHWEITZER. 


African Reader’s Need 


E 


Sir, — May I seek help from chartered accountant 


readers? 


I am an African (a Nigeria). I came to thie! 
country with the sole idea of becoming articled and 


qualifying as a chartered accountant. 
I have been here for five months, during which 
time I have answered many advertisements: for 


‘articled clerks, but I have not been lucky enough to 


receive a favourable reply. I have sought the assist- 


ance of the Director of Colonial Students, Colonial 


Office, but he is unable to help me. 
I am taking a correspondence course, 
experience an e are: 


(a) Five years’ practical accounting experience in a 
bank in Nigeria. 
(b) Practical knowledge of typing and other inci- 
dental office routine work. 
. (c) A London diploma in advanced English. 
(d) Taking course towards the B.Sc. degree. 


and my 


(e) Possess testimonial as to character and suit- 


ability. 
I am very anxious to become an articled clerk and 
I am greatly hoping that this letter may bring a reply 
from a chartered accountant. 


Yours faithfully, 
London, Sir, H. S. SOWEMIMO. 


correspondent. ~ Editor.] 


[We shall be very pleased to forward letters to our ` 





1 Oxford University Press, London. 
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Co-ordination of the Profession: 
Secretaries 


Sm, - With reference to ‘Chartered Secretary’s’ 
letter in your issue of July 4th, I feel that his sug- 
gestion requires a complete rebuttal. 

As far as I know, the Chartered Institute of 
Secretaries has never claimed that its members are 
professional accountants or suitably qualified to act 
as auditors of limited companies. 

I strongly advise ‘Chartered Secretary’ to study the 
respective Final examination papers of the Institute 
of Chartered Accountants and the Society of Incor- 
Dee Accountants in order to see how they diverge 
rom those of the secretarial bodies. 

In any case, there is, unfortunately, at present 
nothing in the 1948 Companies Act to prohibit any 
person acting as auditor of an exempt private com- 
pany, and further, Section 161 (x) (b) does in fact 
allow a person with the requisite experience in a 
practising accountant’s office to apply to the Board 
of Trade for permission to act as auditor of a public 
limited company. 

I might add that if any chartered secretary has the 
necessary six years’ experience in such a professional 
office it would be open to him to apply for permission 
to take the examinations of the Society of Incorpor- 
ated Accountants. 

Yours faithfully, 
CHARTERED ACCOUNTANT 


AND 
CHARTERED SECRETARY. 


Sir, ~ One of the first steps that might be taken for 
co-ordination of the profession would be for the 
Government to introduce legislation restricting or 
precluding the formation of new accountancy bodies, 
and restricting the office of auditor, in the case of 


~} new appointments, to properly qualified accountants. 


Furthermore, rather than fuse an unwieldy mass of 
bodies with differing viewpoints, in the name of 
‘speaking with a single voice’, it would be preferable 
to start by, directly or indirectly, limiting or dis- 
couraging admission to the lesser bodies and working 
upwards. The last thing to do is to permit more un- 
qualified accountants to practise, and dilution is not 
always a good thing. . 

The three major accountancy bodies in England 
and Wales may be said to cater for different spheres 
of activity, if they did not, they would have been 
amalgamated or one or other would have disappeared 
long before this. If the usefulness, to the public, or 
to the qualified member, disappears in the case of one 
or more of them, then the profession will be unified 
by elimination. 

Your correspondent recently speaking for the 
secretaries on the subject of accountants’ co-ordina- 
tion, did not mention the fact that there is more than 
one body of secretaries; and the qualification of 
solicitor is obtainable by more than one means. 
Several other professions exist in which there are 
similar or overlapping bodies. The fact that account- 
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ancy has several organizations is a reflection of its 
very wide scope, a scope far wider than most 
professions. 


, Yours faithfully, 
Caterham, Surrey. K. H. WEST. 
Definition of Turnover 


Sir, — I have recently returned from the Sudan and 
the following definition of turnover was heard given 
in the Sudan Club: ‘Turnover of a business is the 
sum-total of the debits to the profit and loss account.’ 
That might amuse your readers. Incidentally, the 
statement was made by a principal of H.M. Treasury. 
Yours faithfully, 
Wembley Park, Middx. E, BEECHING. 


‘The Accountancy of J. M. Keynes’ 
Sm, — Mr Striker’s article in your issue of June 27th 
is, I feel, unduly critical. His specimen account 
shows a net accretion to resources during the period. 
If we follow Keynes we get the following: 


User cost; £119,250 minus closing stock £12,000 
equals £107,250 (page 66). 
Gross profit = Sales minus factor cost minus user cost 
= £200,000 — £86,500 — £107,250 


= £6,250 

Net profit = Gross profit minus supplementary cost 
= £6,250 — £1,500 
= £4,750 


The difference between the net figures is the omis- 
sion of the windfall loss of £1,000 in the second case. 
Keynes (page 58) says this should be borne out of 
capital. The net accretion to resources is therefore 
the same by either way of reckoning. 

Accountants, business men and economists all use 
the same basic facts but they arrange the items 
according to the purpose to which they are put. 
Accountants render an exact ex post statement; 
business men take action on the basis of the accounts 
and in the light of their future expectations: econ- 
omists are mainly concerned with ex ante problems. 

Keynes’ book is called the General Theory of 
Employment, Interest and Money, and therefore he 
studiea, inter alia, the same elements as the account- 
ant but always with reference to the way in which 
the expectations and decisions of the business man 
would affect aggregate employment and national 
income. In particular, how would the endeavour of 
the business man to maximize his net profit influence 
the amount of employment he would offer? 

London. Wr J. W. RUDDOCK. 


Sm, - In Mr Striker’s interpretation of Keynesian 
final accounts (see The Accountant, June 27th, 1953) 
opening stocks of equipment etc. have been omitted 
in the calculations although Keynes’s definition of 
user cost explicitly includes it under G’ = ‘the value 
it might have had at the end of the period if he (the 
entrepreneur) had refrained from using it. . .’ (see 
page 66, General Theory). 


gi DH 


Furthermore, windfall profits or losses are by no 
means excluded but dealt with separately owing to 
their assumed lesser effect on entrepreneurial decision 
making (see page 58, General Theory). 

’ I suggest the following is a much fairer and more 
Keynesian interpretation: 
KEYNESIAN PROFIT AND Loss ACCOUNT FOR THE 
YEAR ENDED DECEMBER 3IST, ro... 






































Factor Cost £ £ 
Rent .. D d 1,000 g ) Sales 200,000 
Wages 80,000 f 
Interest 500 
Salaries 5,000 
86,500 
User Cost , . 
Purchases 100,000 
Power Bo 5,000 
Light and heat 500 
Advertising 500 
Other expenses 1,500 
107,500 
Plant at Jan- £ 
uary 1st 10,000 ; ; 
Add Purchases 5,000 Prime 
Lease at Jan- Cost 
uary Ist .. 10,000 J 
Stock at Jan- 
uary Ist .. 10,000 
35,000 
EAR 7 só 
Less Plant at i 
December 
3Ist .. 14,250 
Lease at Dec- ` 
ember 31st 9,000 
Stock at Dec- 
ember 318t 12,000 
x 35,250 | 
107,250 
Supplementary Costs 
Depreciation of plant 
by obsolescence .. 500 
Reserve for obsoles- 
cence 1,000 
1,500 
Total Cost .. i 195,250 
Net Income .. és 4,750 
£200,000 £200,000 
. £ 
Net foreseeable income 4,750 
Less Windfall loss 1,000 
Net actual income £3,750 


—— 


In order to evaluate the meaning of this exercise I 
EE reference to pages 57-58 of the General 
out to build a bridge to the accounting concept of 
income or profit as a true and fair record of facta, i.e. 
the past. On the contrary, the purpose of these 
analytical categories is to explain the budgetary 
planning of entrepreneurs or firms. Sg 

Economics as a whole is primarily concerned with 
the general characteristics of human choice or 
decision making and not with bygones which can 
never be altered. Accounts are a gecord of the past, 
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i.e. history, and although they may be a most im- 
portant factor affecting human choice in general they 
are no part of it. d 

Furthermore, I should like to point out that the- 
General Theory was not written as a text-book but 
primarily for fellow economists and that chapter six 
is a digression from the main line of arguments of 
the work. Its contents are by no means a generally 
accepted part of economic theory. 

The mere generality of Keynes’s theory made 
consideration of specific tax problems quite irrelevant. 
Generalization, abhorrent though it may seem to the 
solid empiricism of the accounting profession, is 
unavoidably the basis of any science. 

Yours faithfully, 
London, SW2. H SCHWEITZER. à 


Directors’ Remuneration 


SIR, — Section 196 of the Companies Act, 1948, lays 
down rules for the disclosure in a company’s accounts* 
of directors’ remuneration, and states that the figure 
so declared shall include any emoluments paid to or 
receivable by any person in respect of his services as 
director of the company . . . or otherwise in connection 
with the management of the affairs of the company or 
any subsidiary thereof. 

I shall be grateful for the opinion of any of your 
readers as to the interpretation of this section with 
reference to alternate directors. Depending upon the 
articles of the company concerned, alternate directors 
may be appointed for an indefinite period or purely 
for the particular absence of the appointing director. 
Normally such an alternate director receives no 
remuneration in that capacity, but will, in many 
instances, be paid a salary in respect of some executive 


position. 


A case in point is that of a company secretary who 
is appointed alternate on a permanent basis, his.b 
remuneration being entirely in respect of his secre- 
tarial duties. The question now arises as to whether 
the remuneration of the secretary is required to be 
included under the heading of directors’ emoluments, 
(a) in the event of the alternate not being required to — 
act at all during the financial year, and (b) in the 
event of the alternate acting for a short period during 
his appointer’s absence. . i 
_ Section 196 of the Act is phrased in such a way as 
to convince me that such remuneration as is received 
by the secretary is related entirely to his secretarial 
duties and cannot be classified as directors’ emolu- 
ments in either of the above circumstances. Moreover, , 
such classification would, in my opinion, mislead 
shareholders by giving the impression that the 
emoluments of full-time directors had been increased. 

The matter has, however, been referred to various ` 
members of both the accounting and legal professions 4 
and different opinions have been advanced. I should, 
therefore, be grateful if your readers could throw 
any further light on the subject. 

Yours faithfully, 


London, EC2. A. K MARTIN. 
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THE INSTITUTE’S CORONATION RECEPTION 


To mark the Coronation of Her Majesty Queen 
Elizabeth II, a reception was held by the Institute at 
the Royal Festival Hall on Wednesday, July 8th. 
About 1,450 members and guests attended, among 
those present being: 


Sir William Appleton, (New Zealand Institute of 
Accountants); Sir Eric Bamford, K.C.B., K.B.E., C.M.G., 
(Chairman, Board of Inland Revenue); Mr C. Percy 
Barrowcliff, (President, Society of Incorporated Accountants 
and Auditors); Sir Dingwall Bateson, (President, Law 
Society); Messrs John L. Carey, (Executive Director, 
American Institute of Accountants); W. K. Carter, Q.C.; 
Sheriff Sir Sidney Fox; Alderman and Sheriff Sir Harold 
Gillett, m.c.; Mr H. E. Gorick, c.B.E., (President, Chartered 
Institute of Secretaries); Sir Wyndham Hirst, C.B.E., 
(Public Trustee); Messrs E. Milner Holland, Q.c.; Thomas 
Lister, (Chairman, Association of Scottish Chartered 


to right: Mr James Blakey, 
| >h, President of The Institute 

Chartered Accountants in 
zngland and Wales; Mrs Blakey; 
Sir Bernhard H. Binder, F.c.a.; 
Sir Hartley W. Shawcross, P.C., 
OC M.P. 


Accountants in London); Kenneth W, Mackinnon, Q.c.; 
E. H. S. Marker, en: Dr A. H. Marshall, (President, 
Institute of Municipal Treasurers and Accountants); Lord 
Radcliffe, P.C., G.B.E.; Messrs Harry Routh, (President, 
Chartered Insurance Institute); F. W. H. Saunders, (President, 
Institute of Cost and Works Accountants); Sir Hartley 
Shawcross, P.C., Q.C., M.P.; Messrs John L. Somerville, 
(President of the Institute of Chartered Accountants of 
Scotland); F. Heyworth Talbot, oc: Sir Bernard White, 
K.B.E., (Chief Registrar Friendly Societies); Mr Francis 
Whitmore, (City Editor, ‘Daily Telegraph’). 

Reception by the President, Mr James Blakey, 
F.c.A., and Mrs Blakey, was followed by a cabaret, 
the artists being Shirley Abicair, Vic Oliver, Boscoe 
Holder and his Caribbean Dancers, and the Flying 
Dexters. Dancing to the music of Sydney Jerome and 
his Café Continental Orchestra continued until 1 a.m. 












Left to right: Mr John I. 
Somerville, F.R.S.E., C.A., Presi- 
dent, The Institute of Chartered 
Accountants of Scotland; Mr 
T. B. Robson, M.B.E., M.A., 
F.C.A., Immediate Past President, 
The Institute of Chartered Ac- 
countants in England and Wales; 
Lord Radcliffe, P.C., G.B.E. 
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Left to right: Mr: C. U. Peat, 
M.C., M.A., F.C.A.; Alderman and 
Sheriff, Sir Harold Gillett, M.c., 
F.c.A.; Miss Peat. 





Left to right: Mrs Blakey; Mr 
Herbert Sutherst, F.c.a., of Man- 
chester, and Mrs Sutherst. 





Left to right: Mrs Blakey; Mr 
Blakey; Mrs Gilbert D. Shepherd; 
Mr Gilbert D. Shepherd, M.B.E., 
F.C.A, 
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OF CHARTERED 


- ACCOUNTANTS IN ENGLAND AND WALES 
MEETING OF THE COUNCIL 


At a meeting of the Council, held on Wednesday, July 
8th, 1953, at the Hall of the Institute, Moorgate 
Place, London, EC2, there were present: 

Mr J. Blakey, President, in the chair; Mr D. V. House, 
Vice-President; Messrs H. Garton Ash, O.B.E., M.C., 
W. L. Barrows, Sir Harold Barton, Mr T. Hamilton 
Baynes, Sir Bernhard Binder, Messrs C. W. Boyce, C.B.E., 
W. G. Campbell, P. F. Carpenter, W. S. Carrington, 
D. A. Clarke, J. Clayton, S. W. Cornwell, E. C. Corton, 
A. S. H. Dicker, M.B.E., W. W. Fea, G. R. Freeman, 
Sir Harold Gillett, m.c., Mr P. F. Granger, Sir Harold 
Howitt, G.B.E., D.S.O., M.C., Messts W. H. Lawson, C.B.E., 
S. J. Pears, C. U. Peat, m.c., L. W. Robson, T. B. Robson, 
G. F. Saunders, Gilbert D. Shepherd, M.B.E., K. G. 
Shuttleworth, B. Smallpeice, C. M. Strachan, opp. 
E. D. Taylor, G. L. C. Touche, E. Gordon Turner, M.C., 
A. D. Walker, Sir Nicholas Waterhouse, K.B.E., Messrs 
E. F. G. Whinney, R. P. Winter, m.c., with the Secretary 
and Assistant Secretaries. 


Death of Mr Tom Walton, F.C.A. 


The President, when reporting the death of Mr Tom 
Walton to the Council, said: 
Gentlemen, 

I have the sad duty of informing the Council of 
the death of our old friend, Tom Walton, which 
occurred on Monday, the 6th instant. Tom Walton 
was elected to the Council in 1926 as a Manchester 
representative and was Vice-President from 1938 to 
1942. Twenty-seven years of faithful service to the 
Institute is a record of which to be proud. 

To those of us who knew him well, there were two 
attributes of character which stand out. He was 
essentially a kindly man ever ready to help and advise, 
especially those of the younger generation. This was 
exemplified at our last Council meeting by his spon- 
taneous and charmingly worded support of my 
election as President. 

He also had great fortitude. Last Friday I 
received a letter from him which showed that he was 
well aware of his grave condition which he met with 
courage. In that letter he asked that he might be 
allowed to remain on the Council for the short time 
that remained to him, provided that it would cause 
no inconvenience. I immediately replied that I was 
sure that it would be the Council’s wish to accede to 
his request. 

Gentlemen, knowing him so well over a great number 
of years, I am sure that he would not wish us to 
mourn for him unduly and we have the consolation 
that by the suddenness of his end he has been spared 
much pain. 

Arrangements have been made for the Council to 
be represented at his funeral and on your behalf a 
letter of deep sympathy has been sent to his family. 

I ask you to stand with me in token of our respect 
and affection. 


Sir Harold Gillett, M.C. 


Sir Harold Gillett was congratulated by the Council 
on his having received the honour of knighthood. 





Exemption from the Preliminary Examination 


Four applications under bye-law 79 for exemption 
from the Preliminary examination were acceded to. 


Reduction in Period of Service under Articles 


Three applications under bye-law 61 for a reduction in 
the period of service under articles were acceded to. 


Exemption from the Intermediate Examination 


Three applications under bye-law 85 (b) for exemption 
from the Intermediate examination were acceded to. 


Final Examination 


One application under bye-law 86 for permission to 
sit an earlier Final examination was acceded to. 


Articled Clerks in Industrial Organizations 


Two applications under bye-law 58 (c) from articled 
clerks to serve a part of their articles in an industrial 
organization were acceded to. 


Certificates of Practice etc. 


It was resolved: 

(1) That certificates of practice be issued to the 
following twenty-seven associates who have com- 
menced to practise: 


Bales, Edward; 1952, A.C.A.; 167 Watt Lane, Sheffield, ro. 

Barlow, Kenneth Charles; 1953, A.c.a.; 17 Castle Way, 
Hanworth, Middlesex. 

Beckman, John Neville; 1951, a.c.a.; 44 West Bank, 
Stamford Hill, London, N16. 

Churchill, Richard Jetton, M.A.; 1953, A.C.A., (*Bolton, 
Wawn & Co), 48 West Sunniside, Sunderland, and at 
Newcastle upon Tyne. 

Davies, Graham Henry Duffield; 1950, a.c.A.; (Jones, 
Robathan, Thompson & Co), 24 King Street, Car- 
marthen, and at Cardiff, Cardigan, Chatteris, Chepstow, 
London, Newport (Mon.) and Tenby. 

Dick, George William; 1952, A.c.A.; 49 John Clay Street, 
South Shields. 

Duffin, Arthur Aubrey; 1951, a.c.a.; (*Reeve & Duffin), 
8 Shepperson Street, Derby Road, Nottingham. 

Gate, Gordon William; 1953, A.c.a.; 29 Southcliff Park, 
Clacton-on-Sea. 

Germing, William Joseph; 1949, A.c.A.; (Germing & Co), 
67 Watling Street, London, EC4. 

Hackney, Bertram Stanley; 1937, a.c.A.; (Fisher & Co), 
33 Lancaster Road, Birkdale, Southport. A 
Harris, David Burnsall, M.A.; 1948, A.C.A., 39 Hillside 

Road, Northwood, Middlesex. 

Hewitt, John Herbert; 1951, A.c.a.; (Mellors, Basden & 
Mellors), 1 King John’s Chambers, Bridlesmith Gate, 
Nottingham, and at Manchester. 

Hubbard, Douglas Henry; 1937, A.c.a.; (*Roberts, Legge, 
Hubbard & Co), 3 Rumford Place, Liverpool, 3. 

Irwin, Ronald Henry; 1950, A.c.A.; 19 Rutland Road, 
Wanstead, London, Err. ; 
Leigh, Emmanuel Harold; 1953, A.c.a.; (Emmanuel Leigh 

& Co), 4 Linthorpe Road, London, N16. 


* placed against a firm name signifies that the firm is not 
lusively composgd of members of the Institute. 
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Lockley, Donald Osborne; 1951, A.C.A.; 14 Liverpool 
Road, Chester. 

Mackey, William Gawen; 1949, A.C.A; (Humble & 
Glenton), 4 Cloth Market, Newcastle upon Tyne, 1. 
Maslo, Abraham, B.COM.; 1953, A.C.A.; Balfour House, 

Finsbury Pavement, London, ECz. 

Miller, Claude Cecil, B.cOM.; 1933, A.C.A.; 33 Palace Street, 
Westminster, London, SW1. 

Pearson, Donald; 1948, A.C.A.; (Theodore B. Jones & Co), 
St Andrews Chambers, 21 Park Row, Leeds, 1. 

Pollard, James; 1932, A.C.A.; (Hopkinson & Pollard), 
Market Chambers, Accrington. 

Pragnell, Thomas Michael; 1951, A.C.A.; (Mellors, Basden 
& Mellors), 1 King John’s Chambers, Bridlesmith Gate, 
Nottingham, and at Manchester. 

Singer, Harry Bruce; 1953, A.C.A.; (G. K. Singer & Son), 
Wyndham Chambers, 31 Wyndham Street, Bridgend, 
Glamorgan. 

Stewart, Patrick Robert Nesbitt, M.C., T.D.; 1947, A.C.A.; 
(Mellors, Basden & Mellors), 1 King John’s Chambers, 
Bridlesmith Gate, Nottingham, and at Manchester. 

Sutton, Edwin Frederick Lawrence; 1950, A.C.A.; (Sandeman 
& Sutton), ro Cumberland Place, Southampton. 

Wilkinson, Donald; 1953, A.c.A.; (*Thomas Wilkinson & 
Son), Hepworths Chambers, Horse Shoe Corner, 
Lancaster, 

Wood, Charles Harvey Whitney, B.SC.(ECON.); 1949, A.C.A.; 
ga Castle Street, Shrewsbury. 


(2) That five associates be elected to fellowship under 
clause 6 of the supplemental Charter (bye-law 31). 

(3) That two associates be elected to fellowship under 
clauses 6 and 31 of the supplemental Charter (bye- 
law 31). S 

A list of those who complete their fellowship or 
membership before July 21st, will appear in The 
Accountant of July 25th, 1953. 


Election to the Council 


Mr Redvers Boulton Leech, M.B.E., T.D., F.C.A., 
Coventry, was elected a member of the Council to 
fill the vacancy caused by the resignation of Mr 
H. B. T. Wilde, F.c.a., Birmingham. 


Members’ Handbook 


A second pamphlet of supplements to the members’ 
handbook (supplements numbers 42 to 97) was 


NOTES AND 


Personal 


Miss Frot. WATTS, F.C.A., of 7 Victoria Street, 
London, SW1, announces that she has taken into 
partnership Miss Joyce EDWARDS, A.C.A., as from 
July 1st, 1953. The practice will be continued under 
the name of E. Watts & Co. 

Messrs GEORGE A. ToucHEe & Co, announce the 
removal of their Montreal offices from 465 St John 
Street to Coristine Building (Fourth Floor), 410 St 
Nicholas Street, as from July 1st, 1953. 

Messrs Watton, Watts & Co, Chartered 
Accountants, of Chancery Chambers, 55 Brown 
Street, Manchester, 2, regret to announce that Mr 
Tom WALTON, F.C.A., their senior partner and the 
founder of the firm, died on July 6th, 1953. The 
practice will be continued at the same address and 
under the same style by the surviving partner, 
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approved for issue to all members of the Institute. 
(The issue is expected to take place towards the end 


of July 1953.) 


London and District Society of Chartered 
Accountants 
Messrs D. A. Clarke, G. L. C. Touche and E. F. G. 
Whinney were appointed representatives of the 
Council on the committee of the London and District 
Society of Chartered Accountants for the ensuing 
year. 


Chairmen and Vice-Chairmen of 
Committees 
The Secretary reported the appointment of the follow- 
ing Chairmen and Vice-Chairmen of Committees for 
the ensuing year: 








Committee Chairman Vice-Chairman 
Applications L. W. Robson G. F. Saunders 
Disciplinary Sir H. M. Barton G. D. Shepherd 
District Societies E. D. Taylor A. S. H. Dicker 
Finance E. D. Taylor G. L. C. Touche 
General Purposes H. G. Ash S. W. Cornwell 
Investigation C. W. Boyce Sir R. Kettle 
Library A. D. Walker P: E Capen 
Parliamentary W. S. Carrington 

and Law W. H. Lawson LG. F. Saunders 


Registration of Articles 
The Secretary reported that forty-six articles of 
clerkship were registered during the month of June, 
1953 as compared with thirty-four in the previous 
June. 
Deaths of Members 

The Council received with regret the Secretary’s 
report of the deaths of the following members: 


Mr Richard Victor Cable, a.c.a., Willenhall. 
„ Ronald Dryden, F.c.A., Manchester. 
„ John Ellison, F.c.A., Birmingham. 
,, Thomas Seed, F.c.A., Manchester. 
;, John Walter Ogle Wilkinson, F.c.a., London. 
„ Roland Yorke, A.C.A., Tipton. 


NOTICES 


Messrs D. N. WALTON, F.c.A., H. B. VANSTONE, 
F.c.A., H. G. WALTON, M.A., A.C.A., and C. YATES, 
A.C.A., A.S.A.A. 

Messrs Prick WATERHOUSE & Co, of 3 Frederick’s 
Place, Old Jewry, London, EC2, announce that they 
have admitted to partnership Mr T. R. T. BuCKNILL, 
A.C.A., who has been a member of their London staff 
since 1936. 

Messrs PRICE WATERHOUSE & Co deeply regret to 
announce the sudden death of their partner, Mr 
DENZIL ERNEST DARKER, F.C.A., Which occurred last 
Tuesday. 


Professional Note 


Mr Thomas Grant, C.A., secretary of the India 
Tyre & Rubber Co Ltd, has been appointed a director 
of the company. 
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Obituary 
MICHAEL ARTHUR CORLEY, A.C.A. 
We regret to record the death on July 5th as a result 
- of a motor accident, of Mr Michael A. Corley, A.C.A., 
at the age of 24. 

Mr Corley was successful in passing the Final exam- 
ination of the Institute in November 1950, having had 
his military service deferred in order to complete his 
studies. He had returned to his professional career 
with Messrs Smailes, Holtby and Gray, Chartered 
Accountants, Hull, last April. 


WILLIAM CECIL GUILER, A.C.A. 


We regret to record the sudden death at Drogheda 
on July 8th of Mr W. C. Guiler, A.C.A. 

Mr Guiler was admitted to membership of The 
Institute of Chartered Accountants in Ireland as an 
associate not in practice in 1917. His whole career 
since qualifying had been spent with the Greenmount 
& Boyne Linen Co Ltd, which he joined thirty-seven 
years ago as secretary-accountant. At the time of his 
death he was managing director. 

Mr Guiler was a Past-President of the Drogheda 
Chamber of Commerce, and a member of the local 
Rotary Club and Masonic Order. 


Board of Trade’s ‘C.R.E. Industries Branch’ 


The Industries Branch of the Board of Trade’s 
Commercial Relations and Exports Department will 
move to Lacon House, Theobald’s Road, London, 
WC1, next Tuesday, The new telephone number 
will be Chancery 4411. At the same time its 
title will be changed to ‘Export Services Branch’. 
This title better describes the functions of the branch 
which will be unchanged, namely, to help United 
Kingdom manufacturers to find tepresentatives or 
agents abroad; to assist United Kingdom business 
| men going abroad; to provide information about over- 
seas markets and to advise industrial organizations 
and individual firms on the opportunities and methods 
of exporting their goods; to provide information about 
tariff and import licensing regulations abroad; and to 
distribute information of use to exporters through the 
` Special Register Information Service. 

Inquiries relating to trade policy between the 
United Kingdom and individual countries overseas, 
and to general policy not peculiar to trade with any 
one country, e.g. the General Agreement on Tariffs 
and Trade (G.A.T.T.), commercial treaties, and 
relations with O.E.E.C. should continue to be 
directed to the Commercial Relations and Exports 
Department, Horse Guards Avenue, Whitehall, 
London, SW: (Trafalgar 8855). 
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Incorporated Accountant’s Appointment 
in Ceylon 
Mr D. Hartwell, a.s.a.a., an accountant in the 


‘Directorate of Contracts, Ministry of Works, recently 


sailed with his family for Ceylon, where he 
will help to train Ceylonese accountants in the 
Ceylon Department of Industries, which administers 
a number of state-owned factories producing cement, 
plywood, leather and glass. 

Under the island’s six-year development plan, 
major schemes are now being implemented for the 
production of paper, vegetable oils, ceramics, tex- 
tiles, chemicals, iron and steel and mineral ores, 
and the accounting system of these State factories 
is being reorganized. As a result, the Ceylon Govern- 
ment has sought, through the Technical Co-opera- 
tion Scheme of the Colombo Plan, the services of 
three expert accountants, and the appointment of 
Mr Hartwell, who is being seconded for a period 
of three years, is the first in response to this request. 


The Association of Chartered Accountants 
In Egypt 


The adjourned seventeenth annual general meeting 
of the Association of Chartered Accountants in Egypt 
was held in Cairo on June 5th, when the officers for 
the current year were elected as follows: 

Chairman: Col. W. Mackenzie, O.B.E., C.A. 

Members of the Committee: E. W. Cooper, F.c.A.; H. G. 
Griffin, a.c.a.; A. H. B. Harbord, A.C.A.; J. N. Pender, C.A.; 
F. R. W. Woods, F.c.a. 

Hon. Secretary: O. Couldrey, M.c., F.c.A., P.O. Box 443, 
Cairo. 

The Preston and District Chartered 
Accountant Students’ Society 


At the annual general meeting of The Preston and 
District Chartered Accountant Students’ Society held 
recently, the following officers were elected for the. 
year 1953-54: 

President: D. G. Bee, F.c.A. 

Vice-President: W. Hare, Jun., M.A., F.C.A. 

Hon. Secretary: P. A. Sears, 13 Chapel Street, Preston. 

Hon. Asst. Secretary: C. H. Billington. 

Hon. Treasurer: J. W. Greenwood. 

Hon. Asst. Treasurer: Miss V. J. Aldrich. 


The Leicester and Northampton 
Chartered Accountant Students’ Society 
The Society’s first outside social engagement since 
before the war was held on June 23rd, when the. 
cricket eleven played a match with the Leicester 

Law Students’ Society XI at Evington Valley. 
The Chartered Accountant Students batted first and 
scoring quickly, made a total of 73 for 3 wickets in 
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16 overs; then, helped by some brilliant fielding, 
they dismissed the Law Students for a score of 14 
and won the match by 59 runs. j 

The Society’s eleven was as follows: A. W. Pitkin; 
M. G. Freeman; M. T. Bromwich; P. R. Fewkes; 
J. F. Doleman; J. L. Holden (Capt.); H. P. Tyler; 
G. B. Della-Porta; B A. Fewkes; A. C. MacDonald 
and I. R. Williams. 


Actuaries’ Investment Index 


The following table is a brief extract from the latest 
figures furnished to subscribers to the Actuaries 
Investment Index, a service which is undertaken 
jointly by the Institute of Actuaries and the Faculty of 
Actuaries in Scotland. 





Price Indexes (Dec, 31st, 1938 
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No. of 
Class of Security Securi-| June | Dec. | April | May | June 
ties | 24th, | 30th, | 28th, | 26th, | 30th, 
1952 | 1952 | 1953 | 1953 | 1953 
British Government 2} per 
cent Consols d ad 1 78:7 | 83-0 | 85-7 | 86-9 | 85-8 
_ Home Corporations .. Be 4 75-6 | 80:9 | 82-9 | 82-7 | 83:7 
Investment trust debentures 4 79 82-3 | 83-7 | 84:4 | 847 
Industrial debentures: 
Productive, Distributive 
and miscellaneous Rm 20 83:2 | 85:6 | 86:2 | 86:3 | 87:4 
Investment trust preference 
shares: .. x Aë 8 79-0 | 83°5 | 836 | 84-0 | 84:2 
Industrial preference shares: 
Productive, distributive 
and miscellaneous ep 64 86:7 | 89:6 | 91-4 | 91-7 | 92-4 
Industrial ordinary shares: 
Productive SR KN SS 38 | 125-0 | 141-7 | 146-4 | 140-9 | 141-4 
Distributive gë .. | 23 | 156-7 | 188-0 | 212-9 | 205-8 | 2105 
Miscellaneous A ae 39 | 102-4 | 114-4 | 112-8 | 110-2 | 112-0 
All classes of industrial 
ordinary shares combined | 100 | 120-8 | 138-0 | 143-0 | 1386 | 140-4 
Ordinary shares: 
Banks and discount com- 
panies me ES 10 79:9 | 87:5 | 93:5 | 93-1 | 94:9 
Insurance companies Mé 10 | 100-4 | 110-8 | 120-8 | 121-1 | 118-9 
Investment trust com- 
panies L Co 9 |126-1 | 141-1 | 153-9 | 150-7 | 151°6 








Construction: Geometric average, accrued interest in fixed interest securities 
and bonus issues allowed for. 

‘Productive’: Aircraft, building, cotton, electrical manufacturing, etc, 

‘Distributive’: Shipping, stores and catering. 

‘Miscellaneous’: Companies not included under any other heading, 


Accountants’ Fees and Profits, 
by R. Sproull, C.A. 


We are informed by Professional & Trade Books 
Ltd that they are now the publishers of Accountants’ 
Fees and Profits, by R. Sproull, c.a. 


Our Contemporaries 


THE ACCOUNTANTS JOURNAL. (July.) 

Tue ACCOUNTANTS’ MAGAZINE. (July.) 

Tue AccouNTANTs’ JouRNAL. (Wellington.) (April.) 
‘Standard costs in operation’, by D. O. Walker, B.com., 
A.R.A.N.Z. 

Loca GOVERNMENT FINANCE. (July.) 

Tue Law Society’s GAZETTE. (July.) 
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THE ACCOUNTANTS’ JournaL. (Manila.) (March.) 

SECRETARIES’ CHRONICLE. (July.) 

CANADIAN Tax JouRNAL. (Toronto.) (May-June.) 

Tue CANADIAN CHARTERED ACCOUNTANT Tax REVIEW. 
(Toronto.) (May.) 

N.A.C.A. BULLETIN. (New York.) (June.) 

Tre AUSTRALIAN ACCOUNTANT. (Melbourne.) (April.) ‘How 
can the cost accountant meet management’s cost re- 
quirements?’ by R. G. Compton. 


TWENTY-FIVE YEARS AGO 
From The Accountant or JULY 21ST, 1928 


Extract from a letter to the Editor. 
Accountants and the Public 


On the point of the value of the apprenticeship 
system there probably always will be differences of 
opinion. Many Chartered men, I believe, are dissatis- 
fied with it, as an unscrupulous principal could make 
it merely a means of securing cheap assistance for 
the “‘donkey-work” of the office, without giving the 
youngster under his charge the same scope which 
comes to an unarticled clerk in many another office. 

With regard to examinations, I think that if your 
correspondent had had the experience of coaching 
candidates for the various accountancy examinations 
he would admit that the candidates entering for those 
of the junior bodies cannot be safely trained to a 
standard lower than that of those taking the examina- 
tions of the senior societies. This is a fact drawn from 
experience. 

I think that “Old Stager” provides his own answer 
to the problem of how it is that all the “plums” go to 
Chartered Accountants. Do financial backing, social 
standing and the semi-official inference of the term 
“Chartered” count for nothing? But if the wealthy 
sleep at the Savoy or the Ritz, surely it doesn’t 
follow that one cannot get a comfortable bed in ` 
Bloomsbury. 


SEVENTY-FIVE YEARS AGO 
From The Accountant Jury 18TH, 1878 

Extract from a letter to the Editor 

Deductions for Income Tax 
Sir,—I find that a very strange discrepancy in 
practice appears to exist with regard to the deduction 
of income tax on dividends, interest, &c., for the six 
months ending 30th June last. The English railway 
companies generally deduct 4d. in the pound, being 
at the rate of 3d. in the pound for the three months 
ending sth April, 1878, and 5d. in the pound for the 
three months ending 30th June. While the Indian 
railway companies, the agents of foreign govern- 
ments, and the Bank of England deduct 5d. in the 
pound from the dividends for the same period. . . . 
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ACCOUNTANTS’ WORKING 
_ PAPERS 


HEN a practising accountant prepares accounts for his 

\ ` : client, he usually brings into existence not only the 

final accounts themselves but also a quantity of notes, 
memoranda and calculations usually referred to as working 
papers. Do these belong to him or to his client? 

Although this apparently simple question was answered in 
1927 in the United States of America, it was not until this month 
that the matter was judicially settled in this country. In Ipswich 
Mills v. William Dillon and Another, decided in the Supreme 
Court of Massachusetts! the defendants, who practised as account- 
ants in partnership, had acted for the plaintiff in a Federal tax 
investigation. The plaintiff sued them for the return of inter alia 
office copies of the plaintiff’s tax return and the defendants’ 
work sheets in connection with the investigation. It was held, 
however, that these documents remained the property of the 
defendants. 

In Chantrey Martin & Co v. Martin? the point arose in pro- 
ceedings brought by a firm of accountants against their former 
audit clerk for one month’s salary in lieu of notice and for salary 
which had been paid to him in advance. 

The rules of the Supreme Court empower a litigant to apply 
at a certain stage of the proceedings for an order that the other 
party produce for him such documents in the other party’s 
posession or power, ‘relating to the matter in question as the 
Court shall think right’. 

The defendant applied under this rule for production of the 
documents held by the plaintiffs in connection with the preparation 
of a client company’s accounts, these documents being relevant. 

For the purposes of the rule, ‘possession or power’ has been held 
to be equivalent to the sole property in the documents so that the 
rule would not applysto papers in the plaintiffs’ possession as 
agents or as joint owners with someone else. 

The plaintiffs objected to producing the documents, on the 
ground that they were the property of the client company, and 
were in their custody solely as the company’s accountants} They 
also objected that even if the documents were their property, 
they embodied information which was the subject of professional 
confidence as between the plaintiffs and the client company, and 
production, with the consequent disclosure of the contents, 
would be a breach by the plaintiffs of their duty to the client 
company. The QuEEN’s BENCH Master ordered production and the 
plaintiffs appealed to Mr Justice Barry, who reversed the 
Master’s decision. He took the view that the working papers 


2 The Times, Tuly 15th, 1953. 
— 





1 The Accountant, August 6th, 1927, page 195. 
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were the property of the company. The defendant 
appealed successfully to the Court of Appeal. 
Production of the working papers was ordered, 
but the defendant and his solicitors were required 
to give an undertaking not to divulge the con- 
tents to any person other than for the purposes 
of the present litigation and not to use the 
information for any collateral purpose. No order 
was made for production of the company’s 
ledgers or of the correspondence with the Inland 
Revenue. 

Mr Justice Barry, whose decision was 
reversed, had relied on Gibbon v. Pearse!. In 
that case a building owner had employed an 
architect to carry out alterations. The architect 
had prepared plans, supervised the work, and 
been paid, but had refused to hand over the 
plans, claiming the benefit of an alleged custom 
of his profession. The Court of Appeal, applying 
Ebdy v. M’Gowan*, held that if there was such 
a custom it was unreasonable, and the architect 
was ordered to hand over the plans. Lorp 
Justice Cozens-Harpy said of the building 
owner: 


‘Unless he has the plans, how is he to know 
where the drains, the flues, and the other things 
are? 


It is a far cry from those plans to a solicitor’s 
drafts, but his Lorpsuip observed that there was 
no distinction between the case before him and 
that of the solicitor in ex parte Horsfall’. 


‘In that case, as in this, there was a contract 
for the performance of certain work. There were 
things which were necessary for the completion of 
the actual deed of conveyance, which was what the 
parties bargained for, and though a custom was 
set up by the solicitor of a right on his part to 
retain drafts and copies of deed and documents 
the originals of which he was admittedly bound 
to deliver up, the Court decided that the client 
who had paid for them had a right to the possession 
of them.’ 


The above two cases must be distinguished 
from London School Board v. Northcroft* and 
Leicester County Council v. Michael Faraday and 
Partners Ltd. 

In the first the plaintiffs sued a firm of quantity 


1 [1905] 1 K.B. 810. 

2 The Times, November 17th, 1870. 

3 (1827) 7 B. & C. 528. 

1 (1889) Hudson’s Building Contracts, 4th Edn. vol. ii, p. 147. 
5 [1941] 2 K.B. 205. 
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surveyors for the delivery of bills of quantities, 
dimensions and abstracts which they had pre- 
pared during their employment by the plaintiffs. 
MR Justice A. L. SMITH said, at page 149: 


‘Now, I should like to know how it can be said 
that what I call the private memoranda, which were 
made by Messrs Northcroft for the purpose of 
framing that which ultimately became the property 
of the plaintiffs, namely the bill of quantities, ever 
became the property of the plaintiffs. The paper 
belonged to Messrs Northcroft, the ink belonged 
to Messrs Northcroft, and the brains that put the 
calculations on the paper belonged to Messrs 
Northcroft, and I want to know how that document 
which came into existence ever became the 
property of the plaintiffs. In my judgment it never 
did.’ 


This decision was applied in the Leicester case 
where the defendants had been employed by the 
plaintiffs as rating valuers. The plaintiffs sought, 
after the contractual relationship had ceased, to 
obtain the defendants’ inspection notes, valuation 
sheets, summaries and plans relating to various 
properties, together with correspondence notes 
and correspondence with the railway assessment 
authority. With the exception of the correspond- 
ence they were unsuccessful. 

LORD JUSTICE MACKINNON held that Gibbon v. 
Pearse was radically different in that it was a 
matter of principal and agent. 

‘If an agent brings into existence certain docu- 
ments while in the employment of his principal, 
they are the principal’s documents and the prin- 
cipal can claim that the agent should hand them 
over, but the present case is emphatically not one 
of principal and agent. It is a case of the relation 
between a client and a professional man to whom 
the client resorts for advice.’ 

A leading article in The Accountant on August 
6th, 1927, said: 

‘If an accountant were obliged to give up, 
at the conclusion of his engagement, all the 
material necessary for his defence, his position 
would be unenviable if the accuracy or quality of 
his work were afterwards brought into question. 
. . . The working papers are the means by which 
the result is accomplished. It seems, therefore, to 
follow that, in the absence of special provisions in 
the contract of engagement, the delivery of the 
result is sufficient discharge, and that the working 
papers remain both in the possession and the 
ownership of the accountant.’ 

The article went on to emphasize that this did 
not mean that the accountant could disclose the 
papers to third parties. 
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CHEAPER LITIGATION 


HEN the family of a wealthy testator 

\ Ý , composed their differences about his 

will, instead of going to law, one of 
their legal advisers is said to have complained 
bitterly that the whole of the estate was going to 
be squandered on the beneficiaries. Apocryphal 
as the story is, it gives point to the complaint 
that litigation is too expensive. 

In April 1947 the then Lorp CHANCELLOR 
appointed a strong committee under the chair- 
manship of Sır RayMonpD EvERSHED, to inquire 
into the practice and procedure of the Supreme 
Court and to consider reforms for the purpose of 
reducing the cost of litigation and securing greater 
efficiency and expedition in the dispatch of 
business. Its final report was made in May 
1953 and has now been published!, It calls 
for a new approach to litigation, divesting it of 
those traditional characteristics which are ex- 
pensive to litigants. 

The report lays great stress on the need for all 
concerned, including Her Majesty’s judges, to 
become ‘costs conscious’. It adds that where 
wealthy undertakings are involved in proceed- 
ings the expense of which will be deductible for 
taxation, there is a tendency to extravagance. 

The report is the outcome of some 400 meet- 
ings of twenty-one sub-committees and forty 
meetings of the full committee. It acknowledges 
that there is no magic key which will open the 
door to cheap and simple administration of the 
law and which at the same time will preserve 
the high reputation of British justice. The subject 
is highly complicated and technical, and the 
suggested reforms are in the main equally so. 

One recommendation which will command 
wide support is that appellants from the High 
Court should be able to ‘leap-frog’ the Court of 
Appeal in certain cases and go straight to the 
House of Lords where: 

(a) the subject of the appeal was essential to the 

determination of the cause; 

(6) the question was of substantial legal or public 

importance and either: 

(i) covered by an earlier decision of the Court 
of Appeal; or 

(ii) a question of construction of a statute; and 

(c) the question had already been fully argued. 
The committee rejected a suggestion that tax 
Led, 8878.H.MS.O.1isnet. 


appeals from the Commissioners should go 
straight to the Court of Appeal. It did so for 
two reasons. The proceedings before the Com- 
missioners are frequently informal and: 
‘the real point of difficulty scarcely emerges at this 
stage. Only when the draft case prepared by the 
Commissioners gets into the hands of counsel for 
the parties does the question of law which the 
Court is to decide become crystallized’. 


The second reason is the fact that over 50 per 
cent of Revenue cases never go to the Court of 
Appeal. The report adds that the Revenue case 
is the one most likely to benefit from the com- 
mittee’s proposal for ‘leap-frogging’. 

A suggestion that there be a right of appeal 
from Commissioners on a question of fact was 
also rejected, the committee pointing out that its 
task was to reduce costs, not to increase them. 

Proposals are made in the report for facilities 
for litigation at the public expense where a case 
involves a point of law of exceptional public 
interest. Subject to this, the report rejects a 
suggestion that the Crown should bear the cost 
of Revenue appeals but it approves and en- 
courages the present practice under which the 
Revenue bears the taxpayer’s costs as a matter of ` 
grace where the appeal is brought by the Revenue’ 
for the purpose of obtaining a ruling for their own 
convenience and the taxpayer is of modest means 
or the amount at stake is small. 

When the committee was appointed, tax 
appeals were heard in the King’s Bench Division 
and it was suggested that they be transferred to 
the Chancery Division. Almost everyone the 
committee consulted was opposed to this, but in 
February 1950, the change was made. It was 
dictated by a need to reduce the then heavy 
pressure on King’s Bench judges. 

_ A proposal was made that in estate duty 
appeals there should be provision for a body 
similar to the General or Special Commissioners. 
Although not entirely satisfied with the present 
Gesten the committee bowed to the weight of 
opinion unfavourable to the proposal, but sug- 

ested that consideration be given to the establish- 
E of a body to deal with disputes as to the 

aluation of shares in private companies. Certainly 
tho one can give any convincing argument that the 
resent practice is satisfactory. 
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MECHANIZATION 


A BREWERY COMPANY’S ACCOUNTING SYSTEM 
by A. G. THOMSON 


O achieve maximum efficiency in all 

departments, a large brewery company 

has been engaged for several years on an 
extensive programme of modernization. Like 
many other brewers, the company was old- 
fashioned in its accounting methods, which had 
altered very little during the period between the 
two world wars. 

Twenty years ago there were no calculating 
machines of any description, the only machines 
in the accounts office being typewriters. The old 
methods were too slow for the company’s 
management, which wanted more information 
and wanted it more quickly. Mechanization 
seemed the obvious answer, and apart from the 
need for greater speed and accuracy it offered 
the further advantages of cutting down overtime 
and reducing expenditure on staff. 


A Large Accounting Problem 

The company owns four breweries, nine bottling 
stores, twenty-seven offices and stores, and thirty 
selling agencies. Though primarily manufacturing, 
it also owns over three thousand licensed proper- 
ties and of these it operates about four hundred 
public houses as managed houses. The head- 
office thus has a very large accounting problem. 
On the manufacturing side there are many 
thousand sales ledger accounts, 2,500 wage 
employees, over 1,000 salaried employees (in- 
cluding hotel managers), 3,000 nominal ledger 
accounts, and an equivalent number of bought 
ledger accounts. 

The head office is also concerned with repairs 
to the licensed properties, ranging from the 
replacement of a slate to major decorations, and 
involving hundreds of accounts. Then there are 
the accounts for the managed houses, each of 
which is a separate retail organization. Further 
accounts are necessitated by the activities of 
the company’s general and furniture store 
which supply the whole group with eer 
materials, cutlery, stationery and many othe 
requirements. There are also some twenty \ 
subsidiary companies whose figures must bei 
consolidated to produce annual accounts; these } 
look to the head office for advice on how to keep 
records and what methods to adopt. Much 
accounting assistance has recently been given to a 
new subsidiary of the company abroad. Finally, 


the head office is responsible for all costing in 


connection with production, sales and export. 
The company’s system of budgetary control is 
quite straightforward. The amount of cash to be 
made available for the next twelve months is 
determined at the beginning of each financial 
year and that sum is spread on a planned basis 
to cover the whole of the organization’s activities 
throughout that period. Each district manager is 
given considerable latitude as to how he spends 
his allocation, but in general, the head office 
maintains a close day-to-day control over all the 
company’s expenditure throughout the year. 


The Mechanical System 


The mechanical system extends to four main 
offices, namely, the ,accounts department, the 
ledger office, and the cashier’s and costing 
departments. These are all housed in a block of a 
former brewery, which has been converted into 
suites of well-appointed offices. 

Though the accountancy system has not yet 
been fully mechanized and is still in a stage of 
evolution, the company has achieved many of 
its objectives and has carried out most of its 
programme. Sixteen accounting machines have 
been installed, two in the accountant’s department 
and the others in the ledger office. Methods have 
been reorganized to take maximum advantage of 
mechanization, and as the various machines were 
installed the opportunity was taken to centralize 
sales entries. 

So far the company has mechanized the sales 
ledger offices and the bought and nominal ledger 
offices; it has mechanized wages to the extent of 
reducing them from gross to net; and it has 
mechanized the payment side of the cash book 
and also cash receipts. An accounting machine 
has been installed in the new mechanized beer 
bottling store; besides issuing a credit note for 
empties returned by the customer, it automatically 
accumulates any totals needed by the accounts 
office. A machine for the managed house depart- 
ment and two machines for the rapid compilation 
of sales statistics have still to come. 


Difficulties During Transition Period 


Inevitably a number of difficulties were en- 


countered during the transition period, but these 
were overcome and expenditure on mechanization 
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bas been fully justified by the results achieved. 
_ Many customers objected at first to the new form 
in which statements were presented, but once 
they became accustomed to the change the 
mechanized system was accepted without further 
comment. Some of the company’s own clerks 


` were also inclined to take an unfavourable view 


of mechanization, but they soon realized that by 
using accounting machines overtime could be 
virtually eliminated; it has, in fact, been cut down 
from about five weeks a year to as many days. 

For maximum speed and efficiency to be 
` achieved, each machine should be operated by a 
_ staff of three, consisting of a supervisor, an 
operator, and an operator’s assistant. One of the 
early troubles was that the most junior member of 
_ the team was given the job of pulling out of the 
tray the ledger account for each particular 
invoice, and since many customers have similar 
names, she sometimes pulled out the wrong 
- account. This problem proved very troublesome 
but eventually a satisfactory solution was found. 

Difficulties were encountered in the nominal 
ledger office because it was necessary for two 
machines to operate from the same ledger cards. 
The two operators had therefore to sit back to 
back and the 3,000 ledger cards had to be 
accessible to them both. The arrangement 
orignally considered was a revolving cylindrical 
tray which moved round vertically, but this 
system had certain disadvantages. The stack of 
cards was bulky and could not conveniently be 
removed and put in a safe, while another objection 
was that any cards or guides which protruded 
were liable to be bent or broken as the tray 
revolved. 


A Problem Solved 


The problem was solved by a girl operator who 
suggested that the tray should revolve horizon- 
tally instead of vertically. This idea was adopted 
and a well-balanced holder of the type suggested 
_ was designed and made. The cards are much more 
visible and clips allow them to be spread out 
fanwise. When a girl pulls out a card she inserts 
a guide with her name on it, so that no errors 
or misunderstandings can occur. The trays are 
detachable and can be lifted out with their con- 
tents for removal to the safe. 

Similar accounting machines are used for the 
bought ledgers and the system adopted in this 
office has eliminated the need for posting carbon. 
If a remittance advice is present it has not been 
paid. If it is absent the operative knows that it 
has either been paid or is in process of being paid. 

Besides supervising the sales ledgers, the sales 
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ledger office produces any sales statistics required. 
As invoices are posted an analysis is made and at 
the end of the month this is posted on the 
customer’s card. Thus the mechanical ledgers 
provide a cumulative analysis of the trade 
with every customer. A duplicate copy is dis- 
patched to the district manager concerned. By 
altering a plate in the back, some of the machines 
in the sales ledger office can also be used for 
wages. The mechanized equipment includes 
an electric addressograph and if the demand is not 
too great the operator prints her own plates. 
The sales ledger office is rather a long way from 
the strong room, but this difficulty has been 
overcome by the use of portable safes in which 
ledger cards can be locked up for the night. 

In the cash office a single operator has drawn 
up to 400 cheques a day on an electrically operated 
machine, which also does the book-keeping for 
this section. If the payment is a direct one which 
does not need to go through a bought ledger 
system, the machine will analyse it on as many 
cards as are required. All particulars are printed 
before the cheque is drawn and totals are auto- 
matically accumulated. The carbon copy is used 
as the cash book. The machine is equipped with a 
standard keyboard and the girl types the receipt, 
the cash book and the paying-in slip in a single 
operation. 


Increase in Proportion of Female Labour 
One effect of mechanization has been a further 
increase in the porportion of female labour. 
Before the war the accounts department was 
staffed entirely by male clerks, except for a few 
typists. Many clerks who were called up had to 
be replaced by women and mechanization has 
given a further impetus to the use of female 
labour. It was not easy to find girls near the head 
office who were capable of operating the account- 
ing machines, which were entirely different from 
any machines used by other firms in the same 
district. The company had therefore to train the 
majority of its operators, many of whom were 
transferred from other departments. 

Besides eliminating overtime, mechanization 
has enabled a greater volume of work to be handled 
by a smaller staff, though no employees have 
been dismissed through redundancy caused by 
the machines. In the main accountant’s office, 
for example, two machines are doing analyses 
which previously could not have been attempted. 
One consequence is that in future results will be 
produced three times a year instead of twice; 
but for mechanization this would be impossible 
without a big increase in staff. 


TE 
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THE ACCOUNTANT AND THE FARMER-IV 


FARM ACCOUNTS: THE APPLICATION OF COSTING 
by R. W. SMITH, O.B.E., T.D., F.C.A. 


( vin een is now regarded as essential 
in even the smaller manufacturing 
businesses. It has fully proved its worth 

in the distributive and other trades, and the 

technique of management accounting is such 
that it has become a special study. It is therefore 
at first sight somewhat surprising that similar 
developments have not taken place on a wide 
scale in the agricultural industry. It is true that 
in theory there is nothing to prevent the applica- 
tion of detailed costings to agriculture, and the 
publication recently of a study of the subject 
by Mr L. W. Bolton, A.c.W.A., A.C.I.S., goes 
far to demonstrate the practical application. 

Certain sections of the industry have for some 

time developed costings of their own for research 

purposes and in connection with price agreements, 
but the subject has not so far found favour 
generally with the farming community. 

One of the main reasons for this is that 
the industry, although one of the largest in the 
country, is organized — as we have seen in the 
first article of this series —in a large number of 
small units, mostly with very limited adminis- 
trative and office facilities. The small farmer, 
even if he is convinced of the necessity of 
applying costings to his enterprise, is dubious 
about doing so because of the fear that he will 
be burdened still further with forms and statistical 
records to add to the many which already make such 
an inroad on his very limited time for office work. 

It is the purpose of this final article to advance 
the case for applying costings to agriculture, 
but it is not the intention to embark on detailed 
instructions any more than in an earlier article 
it was intended to discuss in detail the farmer’s 
book-keeping. At the same time it is important 
to underline some of the problems that must 
inevitably arise and to suggest possible methods 
of dealing with them. 


A Proper Costing System Benefits Farming 
There is ample evidence of the fact that a proper 
costing system can be of benefit to the industry, 
for the larger farming organizations which have 
adopted it are generally converted to the idea 
that once undertaken they continue to provide a 
benefit that can ill be dispensed with. It would be 
unwise to generalize, but just as the smaller 
manufacturing businesses have in this respect 





followed the example set by their larger counter- 
parts, so too the smaller agricultural business 
would do well to emulate those which are already 
convinced by practical application of the ad- 
vantages of costing. 

It is as well not to pursue the analogy of the 
manufacturing business too far. The principles 
of costing for agriculture will be basically the same 
as for any other industry, but just as we have 
already seen that the normal financial and 
accounting methods are fundamentally similar, 
there are special features which have to be taken 
into account and for which special considerations 
will have to be applied. 

Perhaps the most important point to be 
remembered is that in farming there is not the 
same standard about the identity of the product. 
A manufacturer who produces a motor vehicle 
by mass production methods is quite certain 
that each one of a particular model is identical 
in every respect with its fellows and has taken 
up the same amount of labour, material and over- 
head expenses in its construction. ‘There can never 
be such precise identity about the produce of 
the land. It is true that standards are laid down — 
for example, for the size, weight and characteristics 
of a bacon pig, that potatoes must riddle to a 
certain size, that wheat for milling must conform 
to certain conditions, or that milk must pass tests 
laid down for the particular grading. But there 
may be infinite variations of quality, all of which 
will satisfy these tests, and yet have an appreciable 
effect on the costings without necessarily affecting 
the selling price. With produce which is not 
subject to obligatory marketing standards the 
diversity is even greater. Some of these variations 
of quality may be capable of control, but others 
may be the result of the many factors which 
cannot be gauged in financial terms and which are 
subject to circumstances beyond the control of the 
farmer. 

Costings and Policy 
The use of costings will nevertheless prove 
immensely valuable in deciding on a general line 
of policy. They may show that under normal 
conditions one particular part of a farm is capable 
of producing a heavier crop of wheat than another, 
but that the greater gross revenue of the former 
is more than offset because that particular piece 
of land presents difficulties in the way of requiring 
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extra labour or has a transport problem which 
result in the net return being less than that from 
growing the wheat where the crop will be some- 
what lighter. It is not suggested that the farmer 
will not himself realize this sooner or later — 
it may well be one of those pieces of information 
about a farm handed down by tradition — but 
the application of costings would in all probability 
disclose the fact within the course of a season or 
two instead of over a long cycle of years. 

The second important distinction between the 
use of costings in agriculture and manufacturing 
is that the farmer is to a much greater extent 
dealing with selling prices and markets over which 
he can have very little control. There are, it is 
true, fixed and guaranteed prices for some 
agricultural products, but the probability is 
that these will tend to become fewer in the future, 
and even these are still subject to changes as a 
result of outside influences. Unless there is ever 
a return to the unspeakable pre-war spectacle of 
deliberate destruction of produce in order to 
maintain prices, there must inevitably be some 
fluctuation due to the influence of supply and 
demand. By this is not meant the practice often 
encountered of ploughing-in unsaleable produce 
so that its fertilizing value is not lost. There is, 
too, the increasing prospect of manufacturing 
foods by chemical and synthetic processes. 


The Problem of Rotation 

One of the most important aspects of costing 
for the manufacturer is to relate selling price to 
cost price and to fix the former, if this is possible, 
at a figure that will yield a profit. If, on the other 
hand, the selling price is forced down by the effect 
of competition or lack of demand, then the 
manufacturer has the advantage of his costings 
to indicate ways of economizing in production 
or in an extreme case stopping production 
altogether. 

Neither of these possibilities can arise with the 
farmer. If he cannot produce at less than the 
agreed or market selling price, he cannot sell 
at an increased selling price, nor, once his pro- 
duction has reached the disposal stage, can he 
effect changes in his routine which will reduce 
his costs. It is important to remember that the 
manufacturer can always reduce his losses to 
a minimum and measurable figure by stopping 
production of an unprofitable line. Once the 
farmer has planned his season’s project it must 
run full cycle. But in this example, as in the 
previous one, costing will give an advantage to 
one farm in comparison with the enterprise 
which has no system. 
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It is possible, for example, to calculate 
certain standard costs which will show that 
there are some types of produce which can never 
yield a profit on a particular farm or part of one. 
But the more important aspect is that the cost 
of production will be shown and the farmer 
will know the minimum selling price which he 
can afford to accept. How often do we hear the 
remark that the market price does not make it 
worth while to harvest and the produce has been 
ploughed in? If the price realized shows only a 
tiny margin over the cost of harvesting, trans- 
porting and selling, there is still an advantage 
to be gained, and without costing this small 
advantage might be missed. 


Problem of Glut and Shortage 

Related closely to this problem is the ever- 
present problem of glut and shortage. The farmer 
can regulate the volume of his production only in 
some respects and then only on a long-term 
basis. He is dealing largely with perishables which 
are not capable of being stored to meet a future 
shortage. There are, it is true, some products 
which can be stored for limited periods, and 
science is now vigorously tackling the problem 
of storing other types of produce. On the other 
hand, in most cases the industrial manufacturer 
can plan his production of an article for which 
there is only a seasonal demand in such a way 
that there is a steady flow of production planned 
to make the most economical use of the factory 
output. The finished article can be stored and 
released to the market at a time which is warranted 
by the demand; as a result there can be a far more 
even spread of direct and indirect costs. 

The foregoing paragraphs demonstrate that 
whereas in manufacturing the effect of costings 
is to enable the manufacturer to regulate the 
quantity and quality of his output, this does not 
apply to the same extent in agriculture. The 
manufacturers’ costings are positive, and can form 
the basis of comparatively short-term planning. 
Unless great care is exercised in the use of 
agricultural costings they can present a picture 
which will give a false sense of security or a quite 
unjustifiable panic. In the case of the large 
unit which is able to operate detailed costings 
this risk is not so great but the position must be 
regarded with reserve by the smaller unit. 

It is also essential to bear in mind when 
designing a farm costing system that there is a 
multiplicity of transfers which must be calculated 
accurately if the results are not to be misleading. 
Obvious examples are the use of own straw and 
dung for composting, the value put into the soil 
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by folding sheep on to uncut greenstuff, the use 
of pasture and home-grown fodder for fattening, 
the manufacture of silage, and the use of home 
produced milk in raising pigs. Other examples 
are less obvious and there is a much greater 
variety of this kind of factor than in a manu- 
facturing business. There have for generations 
been rule of thumb methods of making these 
calculations but greater accuracy is required under 
modern conditions of working. 


The Farmers’ Labour Bill 


The greatest single item in the farmer’s costs is 
his labour bill and it is in this field that the most 
interesting and valuable results are likely to 
become apparent. Labour costs can be allocated 
in manufacturing with a degree of simplicity 
that is not possible in agriculture. 

Most labour in a factory is consistently em- 
ployed in the same way for long periods, but 
the farm hand may be engaged in a dozen or 
more different tasks in the course of a working 
week and it is essential that there should be an 
accurate analysis of the costs in this respect. 
There is also the problem that farm labour is 
employed for much of the time in tasks which 
cannot be subject to detailed and continuous 
supervision by reason of the time and space 
factor, as opposed to the factory where labour is 
or should be under almost constant control. The 
discovery of inefficient work in a manufacturing 
business is by its very nature more rapidly and 
easily checked, the effects of inefficiency in 
farm labour may remain unseen for many months, 
and the degree of waste or spoilage that may result 
can be very great. 

Much greater, too, is the problem of ensuring 
that labour is fully occupied on productive 
tasks. In addition to the normal problems arising 
from co-ordination there are the special problems 
arising from weather and other seasonal factors. 
Under ideal conditions, a particular task on a 
farm will take only a fraction of the time that will 
be necessary if conditions are adverse. ‘The 
problem has to be reviewed to decide if it is 
better to continue with the work, albeit at greater 
cost, or to wait for more favourable conditions 
and use the labour less gainfully in the meantime, 
and weighed against the risk that the better 
conditions may arrive too late. 

The proper analysis of labour costs will also 
show how much is being gained or lost in planning 
the routine of work. So many tasks on a farm 
involve movement of labour over distances which 
can never arise in a factory. So much has been 
discovered by the study of time and motion 
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factors in manufacturing where labour is con- 
fronted with only a fraction of the movement 
involved in farming, that it seems obvious that 
greater economies are likely to prove possible in 
the agricultural industry when this problem is 
fully investigated. How often do we see a farm 
tractor being driven without apparently per- 
forming any useful work at all? If the farmer 
were aware of the hourly cost of running a 
tractor it is certain that he would be far more 
searching in his inquiry about its daily use. 


Need for a Simple System 

The question will surely arise at this point as to 
how the farmer with restricted clerical facilities 
is going to grapple with the problems which have 
been presented in the foregoing few paragraphs. 
The difficulty is not so great as would seem at 
first. Much of the calculation involved is in fact 
carried out almost unconsciously by the farmer 
himself, the problem for the accountant is to 
produce for the farmer a simple system which 
will translate these almost instinctive calculations 
into valuable information and to draw the right 
inferences and so to influence improvements 
which would not otherwise become apparent. 

Direct and indirect costs both continue to ad- 
vance, some at an alarming rate, and there is 
continual pressure for wage increases for agri- 
cultural workers. The adjustments of guaranteed 
prices in the case of produce which is subject 
to price review do not keep pace with the ad- 
vancing costs, and there is a noticeable tendency 
for the average selling prices of other produce to 
become easier. In the face of this, costing for 
agriculture seems to be no longer a luxury for 
the few, but rather a necessity in spite of the 
special problems that arise. 


Conclusion 

It is hoped that in these four short articles enough 
has been said to demonstrate the opportunities 
that exist to improve the economics of farming. 
That this should be possible is proved by the fact 
that produce which has to be transported many 
thousands of miles can often be imported into this 
country more cheaply than we can grow it here. 
The problem to be solved is to find how we can 
grow it for ourselves in such a way that the 
industry continues to attract the right type of 
man-power and capital. The agricultural industry 
of Britain must by all the evidence continue to 
expand its production, and to achieve this must 
be in a good state of financial and technical 
health. In helping to find the solution the 
accountant has an important part to play. 
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STOCK VALUES 
AN ANIMATED DISCUSSION 


the London and District Society of Chartered 

Accountants at the Institute on April 29th, 
1953. Mr Douglas A. Clarke, LL.B., F.c.a., Chairman 
of the Society, was in the chair and introduced the 
opening speakers, Professor W. T. Baxter, B.COM., 
C.A., and Mr David Solomons, B.COM., A.C.A. 

In doing so, he said: Ladies and gentlemen, a 
fortnight ago we had a most interesting evening when 
Professor Gower, of London University, came and 
addressed us on ‘Companies and taxation’. This 
evening we are very glad to welcome Professor Baxter, 
Professor of Accounting at London University, who 
is himself a chartered accountant, a member of the 
Scottish Institute, and Mr David Solomons, also of 
London University, who is a member of our own 
Institute. Mr Solomons has for some years given us 
his help as a co-opted member of the London 
Regional Taxation and Research Committee, and has 
shared in the heavy work of that committee, par- 
ticularly in relation to the memoranda submitted by 
the Institute to the Tucker Committee and to the 
Royal Commission on Income Tax. 

In the time available this evening we cannot hope 
to reach any fresh conclusions, but we do hope we 
shall have the benefit of new ideas from Professor 
Baxter and Mr Solomons and from the general body 
of members present. Professor Baxter and Mr 
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Solomons have a calling that enables them to take a 
wide general view which can take account of research 
and thought in this and other countries. Practising 
accountants and accountants in industry are called 
upon to use their judgment in applying general rules 
to the circumstances of particular trades and indus- 
tries. Whether we are more interested in the mass of 
the general principles, or in the exceptional cases, or 
in the practical cases, we can all benefit from a 
discussion. 


The First Speaker 


Mr Davip Sotomons: I am glad, Mr Chairman, 
that you have reminded the audience that this is a 
discussion and not a lecture. I take it that the main 
difference between a discussion and a lecture is that 
in a discussion the people on the platform do not 
have to be afraid to admit their ignorance, whereas 
a lecturer has to maintain a pose of omniscience. 

I take it that we are all agreed, to start with, that the 
subject of stock valuation is a subject of extreme im- 
portance; if we were not all agreed upon that we 
should not be here. I think it would be a good starting 
point to remind ourselves of the number of different 
reasons why stock valuation is of importance. They 
are, of course, all connected with the measurement 
of business income and that subject in itself is im- 
portant for a number of reasons. 





Mr Douglas A. Clarke, LL.B., F.c.A., with Mr David Solomons, B.COM., A.C.A., on his right and Professor W. T. Baxter, B.COM., C.A., 


on his left. 
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First -and I put my points in this order quite 
intentionally — stock valuation and the measurement 
of business income I take to be important because of 
the managerial decisions that follow from it- 
managerial decisions about price-fixing, investment, 
and the like. I would put taxation second in import- 
ance, and the determination of dividends third in 
importance as a reason for considering the subject of 
stock valuation. Fourth, I should put the effect of 
what accountants do on such economic phenomena 
as the trade cycle, a subject which has interested 
economists quite a lot in recent years, and fifth in 
importance — importance, I mean, to the accountant 
and perhaps to the community as well — I would put 
the requirements of statisticians for the measurement 
of national income and the like. I have put these 
topics in this order on purpose. 

It is obvious that to explore all the ramifications 
of this subject would take not one but many meetings. 
To make the task a little more manageable, I shall try 
to confine myself to problems not specially related to 
price-level changes, leaving Professor Baxter to take 
up these other aspects of the matter. Although a 
review of current accounting literature might well 
suggest the contrary, there are still some unsettled 
questions in accounting which have little or nothing 
to do with changes in the value of money. 


Shortcomings of ‘Cost or Market’ 


Let me say at the outset that I have never thought our 
conventional rule for valuing stocks — cost or market 
price, whichever is the lower — very satisfactory. 
Every term in this phrase — ‘cost’, ‘market price’ and 
‘lower’ — is open to at least two, and in the case of 
‘cost? more than two, different interpretations, so that 
it is not at all as clear-cut as it purports to be. More- 
over, I can see nothing logical in a rule which takes 
cognizance of market values when they are below cost, 
but refuses to recognize that they have any relevance 
when they are above cost. Again, the valuation of 
stock at cost has as its purpose, of course, the neutral- 
ization of uncompleted transactions — a purchase un- 
matched by a sale — so that operating income may be 
made up of profits and losses on completed trans- 
actions. Why, then, should the figure usually called 
‘cost of sales’ reflect not only the cost of goods sold 
but also any unrealized losses in value which may 
have been suffered on goods not yet sold? 

However, it is much easier to pick holes in 
accepted conventions than to suggest something 
better to put in their place. For my part, I should 
like to see a modification of our accepted methods of 
measuring income so as (a) to separate the profits or 
losses on manufacturing and selling operations from 
fluctuations in stock values; (b) to represent costs 
and revenues in the accounts in terms of monetary 
units of equivalent purchasing power; and (c) to 
recognize that to most people it is the current values 
of assets at the balance sheet date which are significant 
rather than facts about past costs. 

It seems to me that we could come somewhere neat 
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achieving these three desiderata if (1) for the purpose 
of measuring operating income, at least for manage- 
ment’s own purposes, we consistently charged revenue 
with the cost of replacing goods used up during the 
period. Where a more or less constant quantity of 
stock was being held, and goods sold were being 
replaced fairly continuously as sales were made, this 
could be roughly achieved by valuing stock on a LIFO 
basis; and if (2) for the purpose of measuring capital 
gains and losses on holding stocks, we carried the 
difference between the LIFO value of stock and its 
current replacement cost at the balance sheet date to 
the debit or credit of a stock reserve account (accord- 
ing to whether LIFO was below or above current 
replacement cost). This stock reserve would be added 
to or deducted from stock in the balance sheet. ‘The 
other side of these entries would be found in the non- 
operating section of the revenue account, which 
would thus bring in as a non-operating gain any 
increase in value of stock not caused by an increase 
in its quantity, and as a non-operating loss any 
decrease. 

This proposal, I know, is thoroughly unorthodox, 
especially in that it brings into account unrealized 
gains as having equal standing with unrealized losses, 
though it does not, of course, regard them as neces- 
sarily distributable. I do not propose to develop this 
idea, which I really only bring forward in an attempt 
to blow away a little of the odour of sanctity which 
surrounds the dogma ‘cost or market, whichever is 
the lower’. I believe that Professor Baxter will have 
a good deal to say about the use of stock reserves in 
a time of deflation. My own suggestion, however, is 
not specifically related to the problem of changing 
price levels, but could be defended as providing 
useful information even where the prices of the goods 
dealt in were changing relatively to other prices, 
without any change in the general value of money. 


Meaning of ‘Cost’ 


I now want to take up two points concerning the 
interpretation of ‘cost or market’. One relates to the 
meaning of ‘cost’ and the other to the meaning of 
‘market’. What costs should the ‘cost’ of stock 
include? This question is not nearly such a simple 
one as it appears at first sight and I am sure that an 
investigation of the practice of any considerable 
number of businesses in this country would reveal . 
some remarkable divergences. Certainly an investi- 
gation into the practice of 150 American firms by the 
N.A.C.A. in 1947 produced some striking results; 
for instance, the firms investigated were fairly evenly 
divided between those who did and those who did 
not include in the costs of inventories: (a) costs of 
dispatch of goods from factory (sometimes these costs 
represented costs of dispatch to warehouse, some- 
times to customers); (b) costs of storing finished goods 
at factory; (c) research and development costs; (d) 
manufacturing royalties; (e) the expenses of the 
costing department, the purchasing department, and 
the wages office. 
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The difference of costing practice between firms 
can often be traced to differences of organization. 
Thus, if a particular administrative function is carried 
out at the factory, its cost is more likely to be included, 
in the costs of stock than if it is exercised from some 
geographically separate head office. On the other 
hand, some expenses such as dispatch, which, of 
course, relate to goods which have been sold and 
which cannot therefore still be in stock, are often 
included in the costs of stock simply because all 
factory overheads are lumped together, and. dispatch 
costs get charged into product.costs along with all 
the others. 

The general point which emerges is that there is 
room for much more care than is often exercised in 
distinguishing between costs which are properly 
chargeable to products and those which are properly 
chargeable to periods. But I would go much further 
than this and would argue that, for inventory valua- 
tion purposes, only those costs should be included in 
product costs which would not have been incurred if 
the units of product in stock at the balance sheet date 
had not been produced. This means, broadly speak- 
ing, that I would include only directly variable costs 
of production; all other costs I should charge to 
revenue in the period for which they were incurred. 


Non-variable Expenses 


I would support this view on two grounds. First, 
the allocation of fixed and semi-fixed expenses to 


units of product is a very arbitrary business, and can, ` 


in the wrong hands, lend itself to a manipulation of 
profits by the aimple expedient of allocating much or 
little overhead to those products’ which have tended 
to accumulate in stock, according as the business 
wanted to overstate or understate its income. This 
risk is, perhaps, not very great. The more important 
ground for my view, which has of course been stated 
many times, and which is referred to in the preamble 
to the Institute’ s Recommendation X, is that the 
inclusion of a proportion of non-variable costs in 
inventories tends to make profits vary with the level 
of production rather than with the level of sales, and 
so runs counter to the accounting dictum that a profit 
is made ‘only when goods are sold. So long as we stick 
to ‘cost’ as the general basis for valuing stocks, and 
take into account only realized profits, then I think 


_ we should exclude’ anything but the ‘avoidable’ or 


‘escapable’ costs of producing or acquiring: the goods 
actually in stock at the accounting date. ` 
It is perhaps worth mentioning that while the 
Institute’s recommendation on the valuation of stock 
neither approves nor disapproves.of the exclusion of 
overheads from stock values, the American Institute’s 
Bulletin No. 29 on inventory pricing states: 
‘As applied to inventories, cost means in principle 
the sum of the applicable expenditures and charges, 
directly or indirectly incurred in bringing an article 
to its existing condition and location.’ 
Moreover, it goes on to say: 
‘It should be recognized that the exclusion of all 
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overheads from inventory costs does not constitute 
an accepted accounting procedure.’ 


I cannot but think that this statement is regrettable. 


Meaning of ‘Market Value’ 


I now turn to that other international bone of con- 
tention, the definition of ‘market price’. The Insti- 
tute’s view is, of course, that for the purpose of 
comparing cost with market values 
‘market value should be calculated by reference to 
the price at which it is estimated that the stock-in- 
trade can be realized, either in its existing condition 
or as incorporated in the product normally sold, 
after allowing for expenditure to be incurred before 
disposal’. 


The American Institute’s view, on the other hand, is 
that 

‘as used in the phrase “lower of cost or market”, 

the term “market’’ means current replacement cost 

(by purchase or by reproduction, as the case may 

be) except that (1) market should not exceed the 

net realizable value (that is estimated selling price 
in the o course of business, less reasonably 
predictable costs of completion and disposal), and 

(2) market should not be less than net realizable 

value reduced by an allowance for an approximately 

normal profit margin’. 

You will remember that our own Institute justified 
its view that ‘market’ ought to mean ‘market selling 
price’ by arguing that 

“the fact that at the time of valuation the goods could 
have been acquired at a sum less than their cost 
only indicates that the expected profit is less than 
it might have ‘been had it been possible to acquire 
them at the accounting date~a possibility which 
often does not exist in view of the quantity held and 
of the fact that in many cases purchases have to be 
made -for later delivery; the circumstance has not 
caused a trading loss but only indicates that the 
ultimate results under other conditions might have 
been better’. 

I confess that I do not ‘find this reasoning at all 
convincing, and the American view that ‘market’ 
should mean ‘replacement cost’ seems to me to be 
more soundly based. The problem of valuing stock 
only arises at all because of the necessity to allocate 
business income between arbitrary short periods of 
time, normally of twelve months. When stock is pur- 
chased in year 1 and sold in. year 2, and the price of 
the goods (both buying and selling) has declined 
between the date of purchase and the end of year 1 
so as to bring the then current buying price, but not 
the selling price, at the year end below the original 
cost of the goods, on our own Institute’s view year 1 
would show neither profit nor loss, and year 2 (if no 
further change in prices took place in that year) would 
show a less normal profit. Does this fairly reflect 
the results of the two years’ trading? It seems to me 
that it does not. It was in year 1-that the decline in 
value of the stock took place, and it is year 1, there- 
fore, that should bear the stock loss. I do not see why 
year 2 should be. made to show a less than normal 
profit, which it will do if we fail to write the stock 
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down at the end of year 1. In this matter, I think, it 
is the American Institute which is on the side of the 
angels, although in fairness I should add that there 
were three dissentient voices in the American Com- 
mittee on Accounting Procedure on this point when 
Bulletin No. 29 was published. 


Degree of Disclosure 


I have time for only one more point, which really 
concerns the degree of disclosure as to methods of 
stock valuation in published accounts, rather than the 
methods of valuation themselves. I suppose most of 
us would agree that it is very difficult 10 interpret the 
results shown by a set of accounts without some 
knowledge of the methods of stock valuation which 
have been used. Yet the Companies Act requires no 
information to be given to shareholders about the 
way stock has been valued, unless there has been a 
change in the basis of valuation, or unless the stock 
is shown at more than its realizable value. I cannot 
see why balance sheets should be permitted to be less 
informative about stock values than they are about 
fixed assets values. The usual captions, such as ‘as 
taken and valued by the management’ or even ‘at or 
under cost’ are really quite unhelpful. It would be 
interesting to hear, in the course of discussion, how 
much further than this members are prepared to go 
in discloaing more information in their accounts than 
the present Eighth Schedules requires. (Applause.) 


Professor Baxter's Views 
Tue Cuarman: I will now ask Professor Baxter to 
speak. 

Professor Baxter: Mr Solomons has spoken about 
the rules for taking stock in any given year. But, what- 
ever the rules in fact adopted, they will over a run of 
years (a whole trade cycle) tend to give a rhythm to 
stock values, and when stock is big, this rhythm may 
be sufficiently strong to rock the whole enterprise. 
Stock reserves are a means of restoring steadiness. 


Therefore, to round off my colleague’s suggestions, - 


T shall venture to discuss these reserves. You ma 
probably feel that, where rising prices are concerned, 
the topic has already been aired ad nauseam. So I plan 
to say little about inflation, and to discuss instead 
what happens at the other side of the trade cycle, when 
prices come tumbling down. 

As you well know, quite a number of companies 
already create stock reserves. My plea is for the rapid 
spread of this system, and for bolder use of the 
reserves during times of slump. Many firms, par- 
ticularly those handling large stocks of raw materials, 
still seem to suffer from excessive fluctuations in 
profit; the recent history of the wool trade will no 
doubt come to your minds. These fluctuations are 
bad alike for investors, workers, and the general 
‘public, and a less pessimistic basis of valuing stock 
would have strong arguments on its side if it smoothed 
down the fluctuations. On the other hand, no 
accountant wants to give a false sense of security to 
the managements of firms that are running into 
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danger. So let us look again at our rules for valuing 
st on both the up-grade and the down-grade of 
the trade cycle, and see to what extent these two con- 
flicting aims can be reconciled. 

Sup a man earns a salary of {1,000 a year and 
owns his house. Neither popular notions of what 
constitutes income nor the rules of accounting 
expect him to treat current changes in the house’s 
value as part of his income. Assume, for instance, that 
prices rise for some years, and the house’s value as a 
result goes up by {£300 a year; then prices start to 
drop, and the house’s value falls by £300 a year. We 
should think the man foolish if he counted his income 
as £1,300 on the up-grade of the price cycle and {700 
on the down-grade. Such a system of income measure- 
ment would prompt him to cheerful and reckless over- 
spending on the up-grade, and so eat into his capital. 


- Then, when the price peak had passed, the system 


would cause him to switch to a spell of pessimism and 
retrenchment, during which he would tighten his own - 
and his family’s belts and would suffer considerable 
hardship ~ which would seem all the worse when 
compared with the carefree spending of the boom 
years, And if (as we assume) the man’s salary of 
£1,000 runs on smoothly from year to year, these 
ups-and-downs of measured income, and style of 
living, would be quite uncalled for. Moreover, the 

would not stop at the man himself or even 
his dependants. His dramatic changes in outlay would 
tend to upset the people who sell him things — his 


_ grocer and fishmonger, and still more the suppliers 


of durable goods. If thousands of other men were 
also to measure income by his system, and to adjust 
their expenditure in the same erratic way, the com- 
bined effect would be very serious. Fortunately for 
us all, however, salary-earners do not usually include 
asset fluctuations in their incomes. 


Business Profits when Prices Rise 


‘Accountants will no doubt smile at this childish 


and misleading system of income calculation. Yet do 
we not use something uncommonly like it to measure 
business profits where stocks are owned? In. such 
cases, and also where wasting plant is held, asset 
fluctuations do seem to colour profits. The explana- 
tion is as follows: assume a starts a year with 
a capital of £1,000, all of which is used to buy stock. 
Thereafter, prices rise ~ say, till the buying price of 
the stocks goes up to £1,300. The accounts behave 
admirably so long as all the stock remains unsold; no 
stock appreciation is added to profit. But when the 
stock is sold, appreciation gets into the accounts, 
though its advent is not recognized and its size is not 
separately measured. An asset valued at 1,000 pre- 


. inflation £s is replaced by other assets—the sale 


proceeds — valued in the depreciated Ze now current. 
Revenue account compares a historic cost of 1,000 
good £s with proceeds measured in inferior Ze: unless 
the account is corrected — say, by making a £300 
stock reserve to show that current (i.e. replacement) - 
cost has risen from {£1,000 to £1,300 ~ the apprecia- 
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tion is treated automatically as a realized gain, and so 
swells divisible profit. Note that this result follows 
whether or not the sale proceeds are in fact used to 
replace stock; they may instead be left as cash, or 
spent, e.g. on plant or buildings. Whatever shape the 
assets take, the accountant has to compare two 
balance sheet figures that are expressed in unlike fs: 

Capital (in £s of opening date) £1,000; 

Assets (in £s of later date) £1,300. 

If the disparity of £300 is not to be classed as a 
trading gain, we must recognize that we are com- 
paring two unlike units, and take corrective steps. 
We can either: 

(a) Deduct £300 from the assets, so in effect re- 

valuing them in opening instead of current £s. 
This is what Liro seeks to do; however, as the 
assets now consist wholly or partly of things 
other than stock, LIFO fails to provide the whole 
£300; or 

(b) Add £300 to capital, so revaluing it in terms of 

more up-to-date £s. This is what a ‘stock 
replacement reserve’ in effect does; we may 
think of it as revaluing stock at higher current 
prices just before the sale is made and using the 
appreciation to write-up capital. 
To me, (b) seems the better method. If we must 
revalue, surely we should prefer up-to-date units 
rather than ancient ones. 


Business Profits when Prices Fall 


Next, let us consider what happens when prices 
fall. For symmetry, let us reverse our previous figures 
by taking a firm that starts off the year with £1,300 
of capital and reserves. That sum is then invested. in 
stock, while prices are still high; and the stock is held 
for some months, during which prices collapse. After 
the fall, stock can be replaced for only £1,000; but 
the trading account recording its sale is, by our 
normal rules, charged with the full historic cost of 
£1,300 ~ i.e, divisible profits are reduced by a £300 
charge for depreciation in the money-value of assets. 
To work henceforth on the physical scale that was 
originally planned, the firm now needs a capital and 
assets, not of £1,300, but of only £1,000; when 
accounting procedure forces the firm to adopt the 
£1,300 level, real capital is not being maintained but 
expanded. Such an expansion may sometimes be in 
the owners’ best interest. This, however, is a matter 
that they should decide with their eyes open; they 
ought not to be forced blindfold to slash consumption 
and to save far more than last year. 

Various less painful ways have been suggested for 
equating the capital of 1,300 lightweight £s with 
assets worth 1,000 solid £s. Lo might tackle the 
problem by saying that closing stock is still worth 
£1,300. (Advocates of LIFO usually assume that the 
base-year is a time of low prices, so that stock is un- 
likely to be so grossly over-stated; but the possibility 
cannot be dismissed.) However, if the whole physical 
stock is not replaced, even LIFO cannot use as high a 
figure as £1,300, and so LIFO is a partial cure only. 
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This limitation, and the possibility that a large stock 
figure may deceive creditors, make me look askance 
at LIFO’s charms. 

The stock reserve seems a better device. When 
goods are sold at a time of low prices, the reserve is 
recognized to have become superfiuous, and is used 
to buttress profit. In our illustration, capital is in 
effect written down to £1,000 by the-transter of £300 
from reserve to revenue account. In this account, the 
£300 is an indication that the ‘cost of goods sold’ is — 
by the test of current prices — not £1,300 but £1,000. 

To summarize: accountants do not, like our 
imaginary salary-earner with a house, distort revenue 
by bringing in temporary fluctuations in the value of 
permanently-held assets. But, if an asset is turned 
over in course of trade, the comparison of original 
capital with new assets must inevitably make the 
accounts take cognizance of appreciation or depre- 
ciation of money values, unless some such device as 
the stock reserve is used as a corrective. 


‘Lower of Cost or Market’ 


My remarks have so far assumed that stock is valued 
at cost. In fact, however, at times of falling prices 
it is likely to be valued, in accordance with the 
‘lower of cost or market’ rule, at a lower ‘market’ rate. 
If, for instance, the firm in our last example duly 
replaces its stocks during the year for Ke the 
new stock’s value may sink to £800 by the close of 
the year; then the accountant writes off {200 more 
from assets and profit. 

Substitution of market for cost makes profit fall 
further and more quickly at the start of a slump. Over 
all the years of a complete cycle, total profit is not 
changed by the ‘lower of cost or market’ rule; 
reductions in some years are offset by increases in 
others — for example, in the year during which prices 
start to rise (and closing valuation, based again on 
cost, is compared with an opening figure still at 
modest market rates) profit is likely to spurt up more 
sharply than if cost had been used throughout. The 
rule thus does not by any means give uniformly con- 
servative results. Instead it makes profit—like an 
over-bred terrier ~ react excessively to each change 
in the trend of prices. 


Reserve Policy 

A wise reserve policy would at least cream off the 
extra profits that the ‘cost or market’ rule creates at 
the stage when the price-curve is recovering. Then, 
on the arrival of the next depression, transfers would 
be made in the opposite direction. Thus we should 
make the best of both worlds. Profits would be less 
erratic; stock would always be shown in the balance 
sheet at a cautious value, and so would not deceive 
creditors or lull managers into over-optimism. 

Such are the arguments in favour of a more 
vigorous stock reserve policy. They apply whether 
or not the annual adjustments are treated as costs or 
appropriations. However, if the adjustments are not 


‘during booms allowed, as costs for tax purposes, many 
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firms will not be left with the means to make effective 
reserves. 

It may well be that some of us-are disposed to give 
our blessing to profit stability, but will wish to look 
more fully into the costs and risks of any system that 
modifies the accountant’s traditional caution in 
valuing stock during slumps. Let us, therefore, again 
examine his case for writing-down stock. Two argu- 
ments are usually given for such conservatism. 

First, stock ought to be valued on a stringent basis 
bécause otherwise creditors will be misled and mis- 
takes of management (e.g. the buying of white 
elephants) will be glossed over. I think we should all 
subscribe to this view. But one of the great advantages 
of the stock reserve system advocated above is pre- 
cisely that it does not add one penny to the prudent 
stock figure found by normal methods. 

Second, when sale proceeds are likely to fall, 
owners had better start the belt-tightening process 
forthwith, and thus conserve cash or other assets. 
Our acceptance of this proposition should, I feel, be 
more guarded. We must distinguish between several 
possible situations. The slump may catch a firm with 
too little ready money to weather the crises ahead; in 
such cases, prompt frugality may be essential. Again, 
the decline may not be a temporary dip in a general 
trade cycle ~ instead, the given firm or industry may 
face difficulties peculiar to itself, and of unknown 
(perhaps permanent) duration; here there is no sub- 
stitute for honest judgment by the directors on the 
best use of the firm’s resources, and the outsider can 
merely say that there is nothing inherently wrong 
about paying out past savings if the owners (in full 
knowledge of the facts) deem such a course to be in 
their best interests. Lastly, we have the case of the 
firm with ample liquid funds, whose earnings are 
depressed by a general and temporary cycle. Here a 
savage cut in dividends seems absurd. To bring back 
stock reserves in such circumstances (we may reflect) 
can be no worse than making drafts on a dividend 
equalization reserve; it is surely more justifiable than 
the furtive retransfer of secret reserves by the banks 
(and most of our authorities assure us that such 
manipulations breed strength and confidence). If the 
adjustment were universal among big companies, it 
would give rise to few misgivings and would help 
enormously to maintain incomes and combat the 
slump. 

Transfers from Stock Reserve 
This brings me to my last point, It would be desir- 
able if there was, in the first place, a certain degree 
of uniformity in what was done~for example, if 
transfers from stock reserve did not depend too 
much on the bad luck of the particular firm or on the 
vagaries of its particular asset prices. I feel there are 
extremely strong arguments in favour of the device 
that has been suggested in connection with possible 
tax reforms, of making the transfers to stock reserve 
and back again dependent on some single official 
index rather than upon the feelings of the particular 
firm. 


July 25th, 1953 


Such is, I think, the case for the use of stock 
reserves. I do not suggest that in the first place a more 
vigorous policy would be free from mistakes, but it 
seerns to me that the benefits from the standpoint of . 
the individual, of the firm, and of our society, are so 
great that it would be well worth while to take this 
step. (Applause.) 


DISCUSSION 


Mr J. H. Mann, M.B.E., F.c.A.: Mr Chairman, ladies 
and gentlemen, we have heard most stimulating 
addresses by the two opening speakers, and, in fact, it 
ig rather difficult to know whether to give their 
remarks local treatment or general treatment, but I 
think all one can do is to pick out one or two points 
and mention them. The final point which Mr Solomons 
raised in connection with the disclosure of assets is 
perhaps worthy of mention. One difficulty I envisage 
is that there are several classes of stock — raw materials, 
stores, work in progress and finished goods — and the 
treatment of each may vary justifiably. Overheads, of 
course, are a separate subject on which one could 
spend an evening. 

I should like to refer to Professor Baxter’s final 
point about the possibility of working to a’single index 
figure. I hope he will have time to develop that. As 
regards the auditing point of view, I think we would 
admit that in the past we possibly have been rather 
complacent, but thanks to the Institute’s and other 
publications I hope we are getting less so, because I do 
not feel there is any justification for being complacent. 

Mr W. E. PARKER, ¥.c.a.: Mr Chairman, I have 
many problems but few answers to them, and I have 
come here hoping to learn the answers. The puzzle 
which I always have is about the distinction which I 
am sure always exists between real merchanting profit 
by a man who buys stock well in: the expectation that 
it is going to rise and does make a very satisfactory 
profit on it, and the other kind caused by inflation 
which we have been only too familiar with these last 
few years and perhaps, conversely, deflation which we 
may be going to experience very shortly. The idea at 
one time was that one could solve this particular 
problem, this distinction, by applying an index to the 
figures in one’s accounts which represent goods rather 
than money — that is to say, stock and fixed assets. 
One might be able to apply some sort of general price . 
index, some sort of index of the value of money, and 
use that as an exchange rate and so on, and so convert 
the historical cost of stocks into their value in terms of 
existing currency, but the trouble, I understand, 
is that you cannot find such an index; you cannot find 
a general index at all, An economy such as ours de- 
pends entirely upon what the country’s income is 
being spent on. At one time we buy wool, another time 
cotton, and so on: We cannot find a general index at 
all. Without that I do not see how we can indulge in 
any stock reserve as suggested and how we are to 
keep a distinction between a commercial profit and 
the adventitious profit which arises from a sort of 
exchange difference because the monetary value of 
£r has changed. If anybody can help with that I 
should be very grateful. 

Professor BAXTER: Perhaps I might talk about the 
points which the last two speakers have raised, both 
of which are extremely important and interesting. As 
to what sort of index should be used, I suppose there 
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are two main groups to choose from. One would be 
something like the wholesale price index, which would 
concentrate principally on the kinds of assets that 
business firms in fact hold. It might, indeed, be sub- 
divided by particular industries and so on. The other 
possibility is that you are not so much interested in 
the given firm maintaining its stock of physical assets, 
which is perhaps only the first step, but rather you are 
interested as shareholders in the maintenance of your 
standard of living. In that case, what you would regard 
as an adequate test of whether profits were being 
maintained is whether they follow an index that 
reflects the cost of living. 

Now, I am not a statistician, but I have a painful 
appreciation of the fact that you cannot say anything 
about an index without some clever person pointing 
out that it is imperfect. Even if we were to revise these 
two possible types of index considerably, they would 
not be above criticism. On the other hand, the degree 
to which they might err would be extremely small 
compared with the amount by which it is admitted 
prices have risen, since — shall we say? - 1925, when 
the firm bought its assets. The error would be negligible 
in comparison with the error of doing nothing at all. 
For my own part, it seems to me that we must accept 
the whole thing as rough-and-ready; it need not be 
more rough-and-ready than the accepted methods of 
writing off depreciation, which involve the wildest 
guessing 

I think that it would probably be better to take the 
second type of index, that is to say, the one that 
mirrors the cost of living. It might be given a bourgeois 
flavour, and so reflect the sort of thing which the 
average shareholder spends his money on, 

That leads me to the second point, which is the case 
of a merchant who makes an honest profit by buying 
in a good market and selling in a dear one. Here I 
think that even so far as minority opinion goes, I am 
in.a very small minority. The general feeling is that 
if you are going to give concessions — and, of course, 
the sort of thing at the back of your mind is to get some 
sort of tax concessions ultimately — you ought not to 
distinguish between any nd of rise in the value of a 
man’s stock, i.e. whether it is due to his peculiarly 
good qualities as a merchant or to the general rise that 
has taken place in everybody’s stocks. That seems to 
me to be wholly wrong. The easiest way to look at it 
is to take the case of A., who buys cheap and sells 


` dear. I think all would agree he is making a profit, a 


trading profit, and his fellow taxpayers will expect 
him to pay tax on that. Suppose the general index has 
risen from too to 120, but the price of A.’s particular 
goods has gone up from 100 to r50. If you adopt my 
system (taking as your criterion the general cost of 
living) you will allow A.-— whether or not for tax 
purposes is beside the point — to charge £120 as-a cost. 
“The £30 extra’, you would say, ‘is a perfectly good 
trading profit, and if you like to distribute it as divi- 
dend you can do so.’ If the tax authorities ever give 
any concession in this matter, they should not give it 
so far as that £30 goes. That, I think, is extra justifica- 
tion for using an index and for using an index that does 
not depend on the peculiar replacement costs of any 
special firm, but is rather a gauge of the general rise 
that has taken place in prices. 

Mr E. H. Davison, F.c.a.: Mr Chairman, I have no 
time to disagree with more than two or three people, 
but I should like, if I may, to pick on one point in 
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Mr Solomons’ speech, and that is with regard to his 
reference to the definitions in Recommendation X of 
market and replacement cost. I believe Recommenda- 
tion X to be right and I should like him to explain 
why he prefers to define market price in terms of 
purchase rather than sale. . ; 
In regard to the question of valuation of stock, I do 
feel we tend to overlook that the stock valuation prob- 
lem for balance sheet purposes is a somewhat distinct 
matter from the valuation of materials or goods con- 
sumed for the purpose of arriving at the profit. We 
have long ago abandoned, if we ever did use, the 
principle that we arrived at expenses by starting with 
the opening bank balance, adding all the receipts for 
the period, deducting the bank balance at the end and 
calling the result the expenses. The method of taking 
the opening stock, adding purchases, knocking off the 
closing stock valued on a more or Jess arbitrary basis, 
to arrive at the cost of sales leads, I think, to a good 
deal of loose thinking on the question of valuation. 
‘What we are attempting to value is surely not the stock 
but what we have consumed and most businesses are 
able to do that without reference to the balance which 
may or may not exist on the stock account at the close 
of the period, Clearly the balance of the stock account 
at the beginning may have to be brought in because 
that may be consumed during the period, but stock 
at the end cannot have been consumed during the 
period and the valuation thereof, therefore, cannot in 
any way affect the profit for the period, because it was. 
not consumed; it was not used in earning the income. 


The Index-number Problem 

There are other possibilities in regard to valuation 
which may be more appropriate and which I believe 
are more appropriate. In deciding their appropriate- 
ness in accounts I should like, if I may, to refer to the 
index-number problem which Mr Parker raised, as 
so many people seem to concentrate on this point of 
buying in a cheap market and selling in a dear one. 
Most of us deal with continuing businesses which are 
more or less doing the same thing day after day and 
year after year and would say that in a continuing 
business the method by which you arrive at your 
profit may well be quite different from the way in 
which you would in a joint venture or a merchanting 
operation. Broadly speaking, it is the single merchant- 
ing operation upon which most of our present account- 
ing theory is based. It is to my mind inappropriate. 
The continuing business has no difficulty about 
materials because it is buying materials from day to 
day and knows its own purchasing power. After 
all, for all practical purposes a general index is per- 
fectly valueless because it will be found by comparison 
with other businesses that there is very little diverg- 
ence between the index independently arrived at and 
used by one business or another. : 

Mr So.omons: I feel I am only called upon to take 
up Mr Davison’s request that I should elucidate 
further the important point about market price. May 
I put it very simply? It surely turns on what we mean 
by the profit of a particular year. Suppose in year I 
we buy goods for {100 with the expectation that we 
shall make a 20 per cent margin on sales. We expect, 
therefore, to sell them for £120 some time after the 
end of year 1. When we get to the end of year 1, 
however, we find that. prices have fallen generally, so 
that we could now buy the goods for £90. We should 
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still expect to sell at the same margin of about £20. 
Now suppose that we actually sell at {110 in year 2. Our 
accounts will show that we made neither a profit nor a 
loss in year r and that in year 2 we made a profit of only 
£10 and not the £20 which was expected to be made. 

It seems to me that that is wrong and that in fact 
nothing happened in year 2 which entitles us to say 
that year 2 a3 a separate period of time has made more 
or less than the normal profit. The deterioration of our 
profit from the expected £20 to the realized £10 has 
in fact taken place between the time we bought in 
year 1 and the end. of year 1. This result is achieved 
by the American method of writing down stocks at 
the end of the year 1 if they can be bought at that date 
for less than we actually paid for them. 


‘Realized and Unrealized Losses’ 


Mr H. Norris, a.c.a.: May I make one point on 
what Mr Solomons said on the question of cost or 


market value which he. criticized severely.-I am not . 


gure whether he gave us a substitute for it. Roughly 
apeaking, he said that he did not see why we should 
ignore increases in value and yet be so concerned with 
decreasés in value. He used the expressions ‘unrealized 
gains’ and ‘unrealized losses’. It seems to me that 
‘realized losses’ is a ‘meaningless expression as you 
cannot realize a loss because realization means turning 
something into cash. It is not an expression which 
means anything. We ought not to use the expression 
‘realized or unrealized losses’. A profit is essentially 
part of your revenue ~ a loss is essentially a cost and 
there would nor be a loss unless you had paid some- 
thing out. Having acquired some material and the 
price having gone down so that you do not expect to 
realize the full cost, you have already incurred your 
loss; you have paid out that money which is lost; you 
have paid, say, £100, in respect of which you realize 
only £90. This is a loss of £10 actual cash already paid 
out. That is why you should not speak of unrealized 
gain being merely the opposite of unrealized loss. It 
is not so. Therefore, I think that the present rule is 
not in the least illogical, If Mr Solomons has an 
alternative, would he enlighten me? 

Mr Sotomons: I did very sketchily outline an 
alternative to the ‘cost or market’ rule but I would 
prefer not to go back to it because I purposely re- 

from giving prominence to it. I did say that 
it is much easier to pick holes in an accepted rule than 
to replace it with something better. I am completely 
unconvinced by Mr Norris’s argument that we ought 
not to talk about unrealized losses as though they were 
simply the opposite of unrealized gains.. Aa account- 
ants we do record a loss where goods have been bought 
for £100 and at the balance sheet date are valued at 
‘£90. Mr Norris says that that is a real loss because we 
have spent £100 but I do not see the logic of that. 
We bought certain goods and at the balance sheet date 
we still have them. Nothing has really changed; we 
are exactly where we were before because, although 
the goods have lost value, we still have them. I there- 
fore see no reason to accept Mr Norris’s view that one 
ought not to talk about unrealized losses in the same 
way as we talk about unrealized gains. 

Mr B. A, PENNocE, A.C.A.: Like the previous speaker 
from the body of the hall, I am somewhat surprised by 
Mr Solomons’ comments about setting unrealized profits 
against unrealized losses. I do not know which term 
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is right. Coming to the point, it seems to me that all 
accounting is conventional. There are certain con- 
ventions which are adopted and the current conven~- 
tion is that profits are calculated on the completion’ 
of a transaction and for that reason it is only when the 
transaction is completed that you have got your 
realized profit, and if it is a profit you should do this, 
but, being prudent people, we provide for losses 
which may be made, and it is right that we should 
provide for losses by having them offset by realized 
profits. . 

I would like to mention another thing. It has been 
suggested that we should use LIFO and I should like 
your guidance on that. I am not being critical but I 
gained a new problem when listening to what Mr 
Solomons said. The problem is this: it surprises me 
very much, after hearing what I have just spoken 


‘about, that is, the bringing in of unrealized profits, 
that Mr Solomons did not see any harm in that, but. 


talking about overheads,.and work in progress, he was 
horrified, it seems to me, because it would be taking 
into account unrealized profits. The point on which I 
want some guidance is whether work in progress should 


be valued at standard costs or at actual costs, the point - 


being very often that no doubt the actual costs differ 
from standard costs, perhaps because of wastage and 
so forth, which do not really add anything to the value 
of the stock. 

Mr Sotomons: I.would like-to take up the first of 
those two points. As regards the apparent contradiction 
between my views on the inclusion of overheads in 
stock values and my readiness to accept unrealized 
gains as of equal standing with unrealized losses, I do 
not think there is any real contradiction there. The 
point I was trying to make is that if you are adopting 


one accounting convention that profits are only made. 


when goods are sold, then profits should not be shifted 
from one period to another by the mere act of produc- 
ing goods without selling them. But this is the result 
of another convention which permits us to include 
overheads in stock values. If we are to be consistent 
in sticking to the first rule, it follows that overheads 
should not be included in stock values. However, I am 
not myself particularly wedded to the view that profits 
are only made when goods are sold or, at least, that 
profits should never be recognized until goods are 
sold. If I were allowed to adopt a different convention 
on that point, I should be prepared to reconsider my 
position on the other. 


Accuracy in Measurement 


There is a further point raised by the last speaker 
which I think ought to be taken up and that is the 
question of prudence. It seems to me that we, as 
accountants, tend to confuse our job as people who 
measure things accurately, with our job as people who 
advise directors what to do with what was measured. 
We are surely in the first place concerned with an 
attempt to measure income, a difficult enough job. 
Why not let us measure it and then, when we come 
to think about financial policy, reserves, dividends and 
so on, consider what we shall do with it? I cannot 
see that the necessity to be prudent should in any 
way affect what we do as measuring agents, so to 
speak. If I may suggest perhaps a rather ridiculous 
analogy, if one were going to the North Pole the 
prudent thing, I take it, would be, knowing the tem- 
perature was going to be very low, to take a. lot of 
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warm clothing; it would not surely be prudent to 
, take a thermometer, for the purpose of measuring the 

temperature, which consistently showed too low a 

reading. That would be silly. I mention that point in 
j "attempting to emphasize my view that accurate 
measurement should come first and that prudence is 
something which should come afterwards and quite 
separately. 


; Abnormal Quantity 

, Mr J. F. SHEARER, 0.B.E., F,C.A.: We have heard much 

\ about values and prices. I would just like to ask this: 

| stocks are normally usable or unusable. I do not think 

| there is any question but that you would expect a differ- 

! ent basis to be used for those stocks which are normal in 
'., quantity and those which are abnormal in quantity. 

i Professor Baxrer: I must confess, sir, that I cannot 
ok think of any convincing reason why one should have 
K ` a different basis. It may be that the questioner has 

got some peculiar situation in mind which would 
, clarify the issue. i 
, Mr Sueargr: Traders in wool, textiles, chemicals, 
w who in times of short supply have bought two or three 
V years’ requirements. 

Professor Baxrgr: I should have thought that the 
ordinary rules would have taken care of this. One 
would have to look at these swollen stocks and say 
either ‘We can sell it all at such and.such a price’ and 

ı mark down the whole stock, or perhaps ‘We will sell 

` one lot in one market and take the rest overseas.’ In either 

' case you would mark down sufficiently. Perhaps that 
is the point? ` 


a Mr Smearm: I would disagree on that; I would say. 


\ it is dangerous to value normal stocks and an abnormal 
| quantity of stock on a different basis, which would 
| , certainly be lower. 

_ Professor Barrer: Assuming you have only one 

| market, would not the ordinary criterion - what you 

' are going to sell all the stock for—apply? In other 

words, while from the standpoint of the firm itself 

1 | there may be a distinction between normal and 

| abnormal stocks, there is none from the standpoint of 

| customers. Both lots have normally to be valued on 

A the same basis. I must confess that I do not see how 

any difficulty would arise. 

, The Cuamman: This question depends on the fact 

| that part of the stock is part of what is flowing through 

ithe factory and part of it is a speculation in the market. 

Mr Suearer: It would be an insurance against 
cessation of future supplies. 


| ‘Cost or Replacement Value’ 

Mr C. O. H. MERRIMAN, A.C.A.: My point is one of des- 

cription in the balance sheet. It seems to me that the 
rm which we usually use, ‘cost or market value which- 


po. 





describe the thing as ‘cost or replacement value’ or ‘cost 
or net selling value, whichever is the lower’, because,. 
especially in the markets as they are today, a description 
like ‘cost or market value whichever is the lower’, as 
distinct from ‘cost or replacement value’, can literally 
conceal thousands of pounds of reserves. I think there 
is a case for being a little more definite in balance 

™ J sheet expressions. 
_| Also I would like to ask Professor Baxter to elaborate 
one small point. He has been talking about indices 
d the use of coefficients. In view of the fact that I 
ink it can be argued that the purchasing power of 
money has been consistently dropping during past 


| 
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centuries, how often would he suggest that these 
indices should be revised? I do appreciate the fact that 
when you'revise an index you are, so to speak, con- 
solidating or making permanent the changes of money 
over the preceding figure since the original index was 
prepared. I would like to know his views on that point. 

Professor Baxter: That is one of those horrid 
technicalities that I must confess I am extremely 
ignorant of. From what one reads about the difficulties 
of revising the current cost of living index, one gets 
some grasp of the appalling problems at stake. As I 
said before, I have no doubt whatever that any 
statistical answer must be imperfect by absolute 
standards. The point is that doing nothing at all is a 
great deal more imperfect. As to the time at which one 
revises the indices, I suggest this is done when 
statisticians change their basis, and not when account- 
ants give a different figure. The change, I think, has 
to be left to your independent body (the Board of 
‘Trade or whoever it is) in the light of the best statistical 
information. I am, in general, against leaving things to 
the experts, but it seems to me that, when your 
appendix has to be taken out or your index has to be 
revised, this is the best possible course. 


Recommendation XV - 


Tur CHAIRMAN: If there are no more members wish- 
ing to contribute to the discussion I will attempt to 
say the last word. I think it is clear that this subject 
is a very wide one and I do not think it would be fair 
in using the last word to attempt to cover the many 
specific topics that have been raised, I would, however, 
like to read a paragraph from the middle of Recom- 
mendation XV. Possibly from its position, this is a 
paragraph which is perhaps leas read than the begin- 
ning or the end. This was issued roughly eleven 
months ago: 

“Monetary profits do not therefore necessarily reflect 
an increase or decrease in wealth in tetms of purchasing 
power, and in times of material change in prices this 
limitation upon the significance of monetary profits may 
be very important. It would be a major development in 
the building up of a coherent and logical structure of 
accounting ‘principles if the limitations of accounts based 
on historical cost could be eliminated or reduced by the 
adoption of new principles, capable of practical applica- 
tion to all kinds of businesses in a manner which would 
be independent of personal opinion to a degree com- 
parable with the existing principles based on historical 
cost.’ 

Recommendation XV then goes on to refer to differ- 
ent methods which have been suggested for new 
accounting principles and finally the Council recom- 
mends members who are directors or officers of a 
company or are asked by clients for advice that they 
should consider experimenting with methods of 
measuring the effects of changes in the purchasing 


‘power of money on profits and on financial require- 


ments. 

I hope that this general discussion will help towards 

that kind of experimenting in fresh methods which 
could be grafted on to our accounting system in future 
years. 
I should now like particularly to thank Professor 
Baxter and Mr Soldmons very: much for the trouble 
they have taken both in preparing their introductions 
and in answering so many questions from the members 
here. I am sure we are very grateful to them for what 
they have done. (Applause.) : 
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- WEEKLY NOTES 


The Society’s Examinations 


In the examinations of The Society of Incorporated 
Accountants and Auditors held last May, the results 
of which have now been announced, seven candidates 
were awarded honours in the Final, the First Certifi- 
cate of Merit and First Prize being won by Mr 
John Derrik Hender, of Coventry. The Second 
Certificate of Merit and Second Prize were awarded 
to Mr James Alan Marriott, of London, and the 
Third Certificate of ‘Merit and Third Prize to Mr 
Desmond Frederick Davis, also of London. 

There were 828 candidates in the Intermediate 
examination, of whom 335 (41 per cent) were 
successful, and six candidates were awarded honours. 
The First Place Certificate and First Prize were won 
by Mr Denis Ernest Hamment, of London; the 
Second Place Certificate and Second Prize by Mr 
James John Reed, of London, and the Third Place 
Certificate and Third Prize by Mr Geoffrey Robert 
Norden, also of London. 

In the Preliminary examination, 148 candidates 
sat, of whom 37 (25 per cent) were successful. . 

A list of the successful candidates in the Final 
(Parts I and II) examination, together with a com- 
plete summary of the results, appears elsewhere in 
this issue. 


The Institute of Municipal Treasurers 
and Accountants’ Examinations 


A total of 898 candidates sat for the examinations of 
the Institute of Municipal Treasurers and Account- 
ants held last May, and of these, 28 per cent were 
successful. In Part A of the Final examination, 
118 candidates (29 per cent) passed, while in Part 
B 32 (32 per cent) were successful. There were 395 
candidates for the Intermediate examination, of whom 
ror (26 per cent) passed. 

Prizes will be awarded on the combined results 
of the May examinations and those to be held next 
November. A list of the successful candidates in the 
two parts of the Final, together with a summary of 
the complete results, appears elsewhere in this issue. 


Wear and Tear Percentages 


The Board of Inland Revenue have issued a new 
list of agreed percentage rates of wear and tear 
allowances for machinery and plant for tax purposes. 

As from 1952-53 inclusive the basic rate for general 
saw milling machinery and plant is raised from 7} 
per cent to 10 per cent. A new item in the: list is 

eneral manufacturing plant under the heading 
Joinery manufacture’. Here also the rate is 10 per 
cent as from 1952~53. Steam trawlers have been taken 
of the heading ‘Shipping’ and entered under a new 


1 Income Tax Wear and Tear Allowagces,’ H.M.S.O. od. 





` heading, “Trawler owners’. The heading ‘Building 
brick manufacture and heavy clay industry’ has 
been taken out and replaced by a new heading ‘Heavy 
clay industry (including building brick manu- 
facture)’. At the same time, the figures for ‘straight 
line’ wear and tear under this heading have been 
deleted. The separate heading for ‘Furniture’ has 
been deleted and replaced by a heading ‘Hotels, 
boarding houses ae restaurants’ but the figure 
remains at 10 per cent (excluding soft furnishings). 
as from 1951-52. All the above figures require to be 
multiplied by five-fourths. 


Trustees’ Remuneration ‘Earned Income’ 


The House of Lords has now held that remuneration 
paid to a trustee under the terms of a will is earned 
income for tax purposes. In Dale and Others v. CLLR. 
(The Times, July 21st) Sir Henry Dale appealed 
against an assessment to special contribution made 
upon him. The Inland Revenue had included as his 
investment income the {1,000 a year tax-free which 
he received as a trustee of the Wellcome Trust under 
the will of Sir Henry Wellcome. The Special Com- 
missioners held that the {1,000 a year was not 
‘earned income’ and, therefore, must be included as 
investment income liable to the contribution. Mr 
Justice Harman reversed this decision but it was 
restored by the Court of Appeal.? It was common 
ground that Sir Henry performed onerous and regular 
duties as a trustee in return for the £1,000 and the 
man in the street might well be surprised at the Court 
of Appeal’s decision, which was based on the 
argument that as a trustee is not in general entitled to 
remuneration, his office is not an office of profit 
within Section 14 (3) (a) of the Income Tax Act, 
1918. In the House of Lords, Lord Normand said 
that the words 

‘income arising in respect of any remuneration from 

any office or employment of profit held by the 

individual’ 
in Section 14 (3) (a) of the Income Tax Act, 1918, 
seemed clearly and unambiguously to apply to the 
disputed income in the present case. Their other 
Lordships concurred and the appeal was accordingly 
allowed. 


Army Officer’s Expenses 

Rule 9 of Schedule E, which restricts. expense 
deductions for income-tax to those expenses incurred 
wholly, exclusively and necessarily in the performance 
of the duties of the employment, continues to give 
trouble — and disappointment ~ to the taxpayer. ‘The 
latest subject for judicial consideration were the 
expenses incurred by an army officer on what might 
be called the social side of his duties. . 

In Lomax v. Newton a major in the Territorial 


3 See The Accountant, July 5th, 1952. 
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Army claimed a deduction in respect of the following 
expenses: 
(1) Annual mess subscription ‘to provide a mess’ 


(2) Share of entertaining mess guests ~ £9 16s. 
(3) Payments to batman at camps — £3 10s. 
(4) Hire of camp furniture — £1 5s. 
(5) Hotel expenses attending conferences — £6. 
(6) Cost of tickets at sergeants’ and other ranks’ 
dances and sergeants’ annual dinner club, 
etc — £2 158. i 
The General Commissioners had found that all these 
expenses were incurred wholly, exclusively and 
necessarily in the performance of Major Newton’s 
duties. The Crown appealed. 
In a reserved judgment delivered last Tuesday, 
Mr Justice Vaisey said that the words of Rule 9 
were deceptive; they were so restricted as to come 


Ky to nearly nothing at all. As regards items 1,to 4 


inclusive he allowed the Crown’s appeal, holding 
that there was no evidence to support the Com- 
missioners’ finding. It was irrelevant to say that an 
officer who did not incur the expenses would be 
asked to resign. No doubt he would also be asked to 
resign if be did not wear decent civilian. clothes 
when not in uniform but that did not allow him to 
deduct his tailor’s bills. His Lordship refused, 
although with some hesitation, to disturb the Com- 
missioners’ finding on item 5, but he gave a i 
that his decision should be used as a precedent only 
with great caution. Hotel bills might well cover 
personal indulgence as well as necessary maintenance. 
As to item 6, it could not be said that an officer was 
on duty when he went to dances held by other ranks, 
no matter how desirable that attendance might be. 
He accordingly allowed the Crown’s appeal in that 
case, on the grounds that there was no evidence to 
~“ support the Commissioners’ finding. He ended his 
judgment by calling attention to the extreme and 
possibly unintentional narrowness of Rule o 
Judgment was given immediately afterwards in 
Griffiths v. Mockler, where a regular major in the 
Royal Army Pay Corps had successfuly claimed, 
before the Commissioners, a deduction of £11 7s 
in respect of his mess subscription. Here again the 
Crown was successful, His Lordship holding that 
there was no evidence on which the Commissioners 
could find as they did. 


Colliery Houses’ Valuation Tribunal 


An independent tribunal composed of Sir Malcolm 
Trustram Eve, G.B.E., M.C., T.D., Q.C., a former 
chairman of the Central Land Board, Sir Harold 
Howitt, G.B.E., D.S.0., M.C., F.C.A., J-P., a past president 


` of The Institute of Chartered Accountants in England 
and Wales, and Sir Edward Gillett, P.P.R.1.c.8., has 


now issued its findings on the problem of valuation 
of houses provided for colliery workers. 

For some time the National Coal Board and the 
Mining Association of Great Britain have co-operated 
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in efforts to speed up the assessment of compensation 
for these assets, vested in the National Coal Board on 
nationalization, and which are not covered by the . 
lobal sum awarded by the Green Tribunal, of which 
ir Harold Howitt was a member. In order to reduce: 
the field of dispute, the National Coal Board and the 
Mining Association decided to set up a tribunal,. 
whose -findings they agreed in advance to accept, 
which would declare general principles applicable 
to the valuation of house property used in association 
with collieries throughout England and Wales. 

The Mining Association contended before the 
Tribunal for current replacement cost, modified 
to suit the age and obsolescence of the houses, while 
the National Coal Board maintained that the houses 
should be valued by capitalizing, on the basis of an 
appropriate earnings yield, the net annual revenue 
which a purchaser could reasonably have expected to 
derive from the-houses by way of actual rents. 

The Tribunal consider that the best method is 
first to estimate the net rental which a colliery con- 
cern would be likely to pay on a lease for a term of 
years ‘in order to use the house properties in 
association with the colliery’ and then to apply to. 
that net rental value an appropriate multiplier or 
years’ purchase. Thus no regard is to be paid in 
valuations either to the actual outgoings or to any 
rental actually paid by the occupiers of the houses. 

As to the appropriate multiplier or years’ purchase, 
the Tribunal consider that the landlord would in 
nearly all cases be entitled to receive a yield of 
about 6 per cent which they measure as sixteen years’ 
purchase. Where, however, the properties: were at 
vesting date getting near the ‘spot value’ period of 
their life, they think that this yield might properly 
be increased towards, or up to, 7 per cent measured 
as fourteen years’ purchase. 


Bank Deposits: A Year’s Comparison 


Last week the deposit figures for the ‘Big Seven’ 
among the banks were published comparing the 
deposits and assets for June with those for a year ago. 
Deposits were 34 per cent higher on the year. Among 
the assets the biggest change was among investments 
which, of course, includes Government borrowing. 
Here an increase of 12} per cent was recorded. 
Advances were about 6 per cent lower. 

Government borrowing has clearly been the main 
cause of the increase in credit and these figures 
reinforce the inference which has been taken from the 
month to month statistics from the banks that the 
Government continues to exert pressure against dis- 
inflation so far as its own fiscal affairs are concerned. 
The private sector of the economy has undergone a 
dose of restriction in the last eighteen months and this 
comes out im the figures referred to above but it may 
well be that disinflationary pressure in this quarter has 
been relaxed too of recent months, for the drop in 
advances from June to June is rather less than has 
been recorded in earlier months this year on an annual 
comparison. R 
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FINANCE AND COMMERCE . 


Successful new issues have provided the main feature 
of business during the August holiday three-week 
account in stock markets. General business has 
been on a small scale but the tone of markets continués 
firm under the lead of British Government stocks 
which have been assisted by the satisfactory War 
Bonds conversion operation. 


Property Revaluation 


Explaining to shareholders the reasons for or against 
asset revaluation is never a straightforward matter 
at the best of times. But when the position is com- 
plicated by the main assets being divided between 
commercial properties and buildings ‘in which there 
is to be found almost every combination of rent-con- 
trolled and non-controlled flats? the task becomes 
more difficult still, | 

In the report of The London County Freehold 


and Leasehold Properties Limited the problem is 
solved quite adequately in question and answer 
form. The main point at issue is the company’s need 
to revalue its assets on the basis of reliable income. 
At present, because of control of renta in other 
directions, revaluation is only a workable proposition 
in the case of the commercial properties. 

The average yield on book value of the company’s 
commercial properties, the directors point out, is 
much higher than the 6} per cent indicated by the 
revenue balance of £810,415 and the £11,993,716 
gross value of properties. Existing sinking funds, 
the board state, might not provide a sum large enough 
either to rebuild a freehold or replace a leasehold 
property with another bringing in the same income. 
As a matter of prudent policy’ book values may 
have to be written up so that sinking funds can be 
revised. 


woe THE LONDON COUNTY FREEHOLD 
Balance Sheet at March 31st, 1953, and Consolidated 





Share Capital and Reserves 
E £4,000,000, 
ed: 5} per cont Cumulative Gieres sock, 
Ordinary Stock : 


Capital Reserves 
Balance of Share Premium Account 
Less Discount on Debentures and expenses of issue aker deducting 
profit on Stock redeemed we os as 


Other Reserves 


Revenue Reserves 
General Reserve .. . 
Add Transfer from Revenue Appropriation « Gr 


Balance of Revenue carrled forward 


Debenture Stock and Mortgages 
3 per cent First Mortgag benture Stock secured by T Trust Deeds , 
Mortgages secured on on contain specific properties . DÉI 


Bank Loan secured on certain spectfic properties 


Provisions 
Properties Internal Modernization ,. a Gi 
Re rs, Redecoractons and Renewals: 

£160,014 








lance from last year DÉI . 
Add Transfer from R Revenue Appropriaties DÉI DI 30,000 
` 190,014 
tae Fepooaeg ti In excess of annal provision (1952 add 
£19,305) 18,503 
Staff Welfare .. 


Current Liabilities 
Accrued interest on Debenture Stock and Mortgages, less tax 
Creditors and accrued expenses 
Profits Tax to date fess Income-tax recoverable 1952/53 and earlier years 
Amount owing to Subsidiary Compan: 
Instalments of War Damage Contribution accrued to date ‘ 
Proposed final dividend 9d per 10s unit of Ordinary Stock, less" tax 


Rents recelvabie In advance S- Ze D ve we .. 
























































































































































1953 1952 
LGF. & L.P. Led Group LCF, & LP. 1. Group 
£ £ H £ £ 
821,000 . 821,000 821,000 821,000 
2,479,000 2,479,000 2,479,000 | 2,479,000 
- 3,300,000 3,300,000 | 3,300,006 | 3,300,000 
569,363 569,363 569,363 569,363 
8,341 8,341 = — 
1,022 561,022 569,3 569,363 
110,930 110,930 710,930 110,930 
671,952 671,952 680,293 680,293 
708,808 708,808 $58,808 658,808 
50,000 50,000 50,000 350,000 
758,808 758,808 708,808 708,808 
294,734 294,769 289,451 289,486 
~ 1,053,542 1,053,577 998,259 998,294 
; 5,025,494 5,025,529 | 4,978,552 | 4,978,587 
4,725,365 4,725 4,703,373 | 4,703,373 
217,841 217,841 226,414 
4,943,206 4,943,206 4,929,787 4,929,787 
527,500 "500 527.500 527 
5,470,706 5,470,706 | 5,457,287 | 5,457,287 
3,947 3,947 11,683 11,683 
I7E SU 171,511 160,014 160,014 
28911 28911 ,608 a 
204,369 204,369 201,305 201,305 
20,498 20,498 19,566 19,566 
116,639 720/286 E 158,209 
90,092 90,202 124,822 124,954 
55,786 E 64.971 Ko 
98,528 98,528 102,459 102,459 ~ 
102,259 102,259 86,765 86,765 
- "483,802 531,773 437,737 491,953 
391,341 391,341 | Sa 370,901 
£11,575,712 £11,623,718 |€11,445,782 GIE 


| 


i 
i 
i 
l 


+ 
\ 
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Today’s Value 


Concerning other properties, in which rent control 
b applies to varying degrees, it is impossible to deter- 
mine the actual, as distinct from the potential, 
value of controlled properties until the Rent Re- 
strictions Acts are revised. When the position is 
finally stabilized ‘the board may feel that there should 
be a revaluation of all the company’s properties’. 
To the question of ‘What is replacement value? 
Yesterday’s or today’s?’ the board leave no doubt 
as to their opinion that it is today’s values that 
matter and to defend themselves in advance they add 
that ‘obviously there will be those who say that to- 
morrow’s value may change again. We can only deal 
with established and not hypothetical factors’. 
From the reprint of the company’s accounts it will 
be seen that it is the company’s policy to show the 
amount of profits tax attributable to dividends in 
the appropriation account with the amount of the 


A dividends. This, in the board’s opinion, facilitates 


AND LEASEHOLD PROPERTIES LIMITED 
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THE ACCOUNTANT 


108 


the break-down of revenue as shown in the separate 
statistical information accompanying the accounts 
and gives a truer picture of the revenue disposal 
year by year. 


No Consolidation 


Consolidation for consolidation’s sake does not 
necesgarily result in group accounts giving a clear 
picture. The result might even be just the reverse. 
The Board of Ocean Coal & Wilsons Ltd for example, 
are well advised in resisting the demand from some 
stockholders in the company for consolidated 
accounts for the whole group. 

The group is divided clearly into two parts. There 
is first the ‘Ocean Coal’ side of the business where 
the greater part of the assets vested in the National 
Coal Board in 1946 and where future operations will 
be determined by the amount of compensation 
finally received. Secondly there is the “Wilsons” side 
of the business which consists of a group of merchant- 





Fixed Assats 
ere e valued In (925 and taken over from Subsidiary Com- 
ee at book values on amalgamation with the Company In March 
Ka Sëch additions and improvement a at cost: 
Ge Ge 5 


Leasehold gp ov 
Less Amortisation .. 


PLANT, Equipment and SS Purnisere:§ at cost 
Less Depreciation .. . 


SHARES In Subsidiary Company at Cost .. 
LOANS on Mortgage 


| Current Assets 


Cash at Bank iA in hand 

Rones due and accrued less £25 Berl (1952, £25,290) provided for doubt- 
ul debts . 

Dabtors, Including estimated amount recoverabie In respect “of war 
damage expenditure and compensation k 

Stores and work In progress at cott or under 








i ‘ T. 3. CULLEN 
BUCKMASTER 


} Directors. H 









































































LCE & LP, Ltd e Group LCF, & ye Group 
£ £ £ £ £ £ 
"2 KK aera WISEN 190 

2,685,883 2,685,883 | 1,941,304 | 1,941,304 
9,064,811 9,064,811 ` 9,615,107 | 9,615,107 
819,094 819094 863,782 | "863762 
- 8,245,717 8,245,717 | 8,751,325 | 8,751,325 
10,931,600 “10,931,600 10,692,629 10,692,629 
45,954 70,789 63,373 
22,111 36,247 31,873 
—— Bw 34,542 
15,000 — 15,000 
9,865 9,065 © 10,150 
10,980,308 10,976,007 | 10,740,532 
174,403 180,015 184,942 
269,745 269,745 260,914 
136,585 142,421 242,573 249,283 
14,671 §5,530 16,821 65,780 
595,404 647,711 705,250 765,754 
£11,575,712 11,500,033 


£!4,623,718 [£1 1,445,782 
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Revenue Account and Consolidated Revenue 






























































1953 f 1952 
LCF. & L.P, Led Group LCF. & Group 
LP, Ltd 
á £ £ £ £ £ £ 
Directors’ Fee? 6,600 6,850 6,600 6,850 
Auditors’ Fees 1,225 1,785 1,225 1,785 
Trustees’ Foer ae si SS 788 788 788 788 
Deprectation and Amortisatlon of ege gesteet 
Leasehold Amortisation 2 49,449 49,449 50,145 50,145 
Freehold Depreciation .. 4 4,589 4,342 4,342 
54,038 54,038 54,487 54,487 
Interest on accrued Leasehold Amortisation and Freehold SSES, 29,116 29,116 26,928 26,928 
Depreciation of Plant, Equipment and Office Furniture ;. 4,205 6,1 2,876 499 
87,359 89,324 84,291 85,914 
intarest on Debenture Stock, Mo es and Loans 162,528 162,528 158,028 158,0. 
Net Revenue for yaar earrled down oro charging Profits Tax actributable-t to 
KEE Se b 284,861 284,861 260,263 260,263 
$: The te amount of all Directors’ emoluments of the Parent Company 
including the e Director’ z3 commission and pension premium) Is 
692 (1952, £23,671 
£543,361 £546,136 £511,195 £513,628 
Appropriations for the i 
Transfer to Gene Rasare 50,000 50,000 50,000 50,000 
Transfar to Repairs, Redecorations and Renewals + Provision -30,000 30; 000 " E 
Transfer to Staff Welfara Provision — pan 7,500 7,500 
Dividend on 5¢ per cent Cumulative Preference Stock (less tax) A OG 23,706 23,706 23,706 23,706 
interim Dividend 44d (1952, 4d) per 10s unit of Ordinary Stack le ess tax) .. 48,805 43,383 3,783 
Proposed Final Dividend 9d (Si. Bd) por lOs unit of Ordinary Stock (less tax) 102,259 102,259 86,765 86,765 
m 174,770 ——— 174,770 
153,854 153,854 
Profits Tax attributable to Dividends (1952, less meamea 64,808 64,808 60,809 60,809 
Balance of Revenue carrled forward e 294,734 294,769 289,451 289,486 
£614,312 £614,347 £561,614 £561,649 


ing and warehouse companies operating in various 
parts of the world but mainly in South America. 
The accounts are therefore presented with the 
parent company and colliery sections figures shown 
separately from the Wilson side of the stockholders’ 
interests. “The picture’; the chairman remarks, 
‘would have been completely obscured by presenting 
consolidated accounts of the group as a whole.’ 


Changed Policy 

There is particular neéd for the clearest possible 
view in the Ocean Coal & Wilsons accounts this 
year. After suffering from the foreign exchange up- 
sets which now seem inseparable from South 
American operations the board have decided to 
withdraw entirely from some areas and to reduce 
operations to a considerable. extent in others. 
Immediately after colliery nationalization the plan 
was to develop the Wilsons side of the group as a 
continuing business. 

Now the policy is to repay ordinary capital to the 
extent of 1s on each 4s stock unit as soon as possible 
from available resources and to repay a further 6d 
when colliery compensation is nearer finality. The 
trading subsidiaries are to be placed on a financially 
stable and profit-earning basis without any further 
sterling investment so that advances from the parent 
company can be repaid. 

Unfortunately the accounts will be seven months 
old by the time the company holds its annual meeting. 
The delay is understandable considering the special 
circumstances involved in the sale of overseas assets 











and the calculation of special provisions to cover 
exchange losses in Brazil and estimated loss on stocks 
arising from the closure of businesses. T'he, chair- 
man’s statement, however, gives a more immediate 
picture of the position. 


‘Portiand Bill’ 


Employees of the Blue Circle Group of ‘cement 
companies this year have ‘Portland Bil’ to explain 
the year’s results to them. ‘Portland Bill’ has the 
same sort of vocabulary as ‘Mr Cube’ of Tate & Lyle 
and he has been created ‘to help explain in simple 
terms some important facts and figures.’ He does 
his job well. 

One of his most interesting statements is that the 
stockholders in the group own assets with a current 
replacement cost of over £50 million so that stock- 
holders supply the 10,693 employees of the organiza- 
tion in Great Britain with £4,675 worth of ‘tools’ 
Total sales were {41,338,500 so that on average 
each employee produced £3,866 worth of sales 
income. This £3,866 is analysed into terms of raw 
materials, wages, taxes, depreciation, profit sharing, 
reserves, interest and dividends. 


Money Market 


Treasury Bill applications totalled £385,680,000 d 
July 17th, and maintaining the bid at £99 Be 2d, the 
market obtained 48 per cent of requirements. Thi 
average discount rate was little changed at £2 op 3-600 
per cent. This week’s offer is £240 million. ` 


/ 


July 25th, 1953 


AND LEASEHOLD PROPERTIES LIMITED 
Account for the year ended March 3st, 1953 


THE ACCOUNTANT 


D 
111 





T~ 


Rents vie ae os 
less General and Water Rate 


Lets Ground-rents 


annual provision), Porte 
sional Charges, Management 

Contributions R 
Income-tax for 1952-53 based on profits for current year 
Profits Tax based on profits for current year 





Mortgage Interest receivable 
Other Interest recelvable 
Sund Receipes 

| Transfer Fees . 


| 


| Net Revenus for year brought down before charging Prana: Tax Beer to 


, dividends 


W Balance of Revenue broughe forward from ‘previous year 


Income-tax Repayment claims for past years 


Nota. ~ Profits Tax has been divided Into two 
on tho dividends ts shown with the dividends 


. Account. The Net Revenue for the year, if Income-tax and the whole of 


£582,402) jess Income and Profits Tax £398,718 (1952, £382,941 


a 


What is the Object of Accounts ? 


Sm — I want to refer to Mr Briscoe’s article ‘Replace- 
ment profit is false’ (The Accountant, June 6th, 1953) 
pnd to subsequent correspondence because I feel t 


@ the essential object of accounting — usefulness — has 


been insufficiently noticed. 
Mr Briscoe used to tell us plainly of his concern in 





inflation for the bond-holder and the pensioner. In - 


the article I refer to he forsakes their equitable claim 
to consideration, nails their banner to the mast of 
r orthodox profit and argues that Keynesian economics 
ow the truth of orthodox and the falsity of replace- 
tent profit. That his argument is ill-founded ‘Petti- 
togger’ (June 27th) and Mr Lacey (July 4th) have 
ilready pointed out. Will Mr Briscoe forgive my 
ding that it is unnecessary as well? This I add in the 
interesis of bond-holder and pensioner and of sound 
ccounting. On the one hand it is no help to the 
ing-out of sound accounting theory to bring in 
the emotional appeal of those who lose through 
inflation. On the other, if a case to relieve them 
ts, it exists whether profits are computed by 
torical (or orthodox), by replacement or by revalued 
methods. 
My main point is that the object of accounts is 
fulness. They are wanted as a guide to rational 
action. It is easy to demonstrate that if the whole of 
storical E are regarded as consumable income, 


o E 


Repalrs, Redecorations and Renewals (based on Directors’ calculation of 
e, Fuel and other property outgoings, Profes- 
penses, Insurance Premiums and Staff Pension 


rts so that the amount payable 
s as a part of the Appro ration 

a 
Profics Tax is deducted, tx £220,053 (1952, £199,454) being Wer" (1952, 



























































1953 1932 
LCF. & LP. Group LCF, & Group 
Ltd LP. Led 
£ D £ £ D £ 
2,217,247 2,217,247 2,099,083 2,099,083 
471,830 471,830 450,991 $50,991 : 
1,745,457 1,745,417 1,648,092 1,648,092 
153,531 153,531 151,336 151,336 
719,533 „| 719,533 670,129 670,129 
317,584 317,584 268,829 268,829 
16,279 16,326 53,215 53,310 
1,206,927 1,206,974 1,143,509 1,143,604 
538,490 538,443 504,583 504,488 
40) 401 417 417 
2,550 50 3,670 3,670 
1,724 4,536 2,263 4,791 
206 206 262 262 
£543,361 £546,136 £511,195 £513,628 
£ £ D 
264,861 284,86! 260,263 260,263 
289,45! 289,486 CH 386 
40,000 40,000 14,000 14,000 
£614,312 £614,347 £561,614 £561,649 











CORRESPONDENCE 


ters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


the owners’ store of real wealth will be less at the end 
of the year than it was at the beginning. What is the 
purpose of computing profits if not to answer the 
question for managers, proprietors and legislators 
‘how much can we consume without eating into our 
store of real wealth (=next year’s income-producing 
potential)?’ 

To deify historical costs as facts can misguide 
T and legislators in the pricing of the products 
of a business. The Institute’s palliative of placing 
some of the historical ‘profits’ to reserve is no help 
here. Nor is it certain to have the desired effect on the 
proprietors for whom it is mainly designed. It is a 
grudging admission that insufficient cash exists to 
justify a dividend equal to the ‘profits’ reported as 
having been earned. Both Mr Briscoe and the 
Institute blithely ignore the effect which the size of 
the profits reported have on people’s minds. Big 
profits generate optimism in the business world and 
small profits pessimism. Reporting ‘too big’ profits 
can lead to excessive optimism and to economically 
unhealthy expansion; reporting ‘too small’ profits, to 
unnecessary pessimism, to declining activity and to 
criminal loss of welfare. This is what economists 
mean when they say that, in inflationary conditions, 
planned investment exceeds intended savings. They 
do not say, as Mr Briscoe infers, that actual invest- 
ment and actual sayings are unequal. Per contra, long 


N 
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before Mr Briscoe’s article of faith appeared, they 
have maintained that actual investment must equal 
actual savings. Actual investment and actual savings 
are brought to this necessary equality by: 

(a) unanticipated business gains and losses; and by 

(b) unintended (i.e. not voluntary) savings. 
The business gains and losses are unanticipated in the 
sense that they arise from differences between the 
money values placed on stocks and equipment by 
historical accounting and the subsequently realized 
selling values and income-earning potentials. Under 
historical accounting methods, windfall gains on 
stocks are admitted (sometimes) in directors’ reports. 
Unexpected losses on stocks appear in the following 
year as provisions for stock losses—if the stocks 
happen to be still unsold. If they happen to have been 
sold, they get buried without notice in the year’s 
trading results. Gains or losses through new equip- 
ment being more or less profitable than anticipated, 
are rarely mentioned, chiefly because, under historical 
accounting methods, they are usually unnoticed. 


May I turn from this rather rigorous treading over 


Mr Briscoe’s chosen ground of savings. and invest- 
ment to Mr Reed’s letter in your issue of July 4th? 
Mr Reed is guilty of the same extravagances as Mr 
Briscoe when he restates: 
‘that there is no flaw in the tried and trusted methods, 
and the solution to the problem (money versus real 
values) lies not in falsifying accounts . . . to deceive 
our legislators and the public to the extent of 
profits. ... 
This kind of pre-judgment i is to be deplored. Account- 
ants must face up to thé fundamental issue ~ which 
basis of valuation makes accounts most useful, i.e. of 
greatest service to the community? How can Mr Reed 
talk so vehemently about truth and falsity and put 
forward so naive an illustration. When goods are 
purchased for {£1,000 and sold for £1,500, £500 is 
added to the cash balance. Had the {1,000 been kept 
in cash throughout, there would have been no 


addition to the cash balance. This establishes, says. 


Mr Reed, that £500 profit has been made on the 
purchase and sale even if one postulates a price 
increase of 50 per cent in the’meantime. In reality, it 
only shows that in conditions of rising prices, invest-, 
ing £1,000 in goods is a better proposition than hold- 
ing on to it in cash! Mr Reed does not go on‘to tell 
us what happens if the £500 is regarded (as most 
people regard profits certified by accountants) as 
consumable income. The writing is on the wall. 


Yours faithfully, 
A. PAKENHAM-WALSH. 
Dublin. 


Economists and Replacement Costs 
Sir, — As Mr. Ross states (July rh issue) the 
economists’ function is to contemplate the economic 
system as a whole, wherein debits cancel credits. 
But no amount of argument will make the debits and 
credits vanish. They exist, and whilst cancelling out 
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in total cannot be ignored individually, When inflation 
puts profits into some pockets it takes losses from 
others; the reality of this will be attested to by all . 
with money savings. Why then do economists 
pretend the profits do not exist and conveniently ~ 
forget the losses? 

When measuring income from profits one must 
use the same yardstick as for other incomes. The 
sale for £2,000 of goods costing £1,000 produces 
first as real a {1,000 as a salary of that amount. 
In an economic system one must work from the 
unit of exchange back to that unit. The economists 


‘befog the issue by taking in a second purchase of 


goods which belongs to the second business cycle, 
and then’ assert that no profit has been made. 
Obviously not! The process has not been completed 
by the sale of the goods. 

If the £b ooo profit mentioned above purchases 
less than it would have done in previous years that 
is a fate common to all incomes, and business men" 
well aware of the purchasing power of their personal , 
incomes should not be misled by ‘historical’ profits. 
One final point on taxation. A person holding goods ` 
may be no better off as a result of inflation, but the 
holder of cash is much worse off. It is clear that the 
former is better able to contribute to the national 
exchequer. 

Yours faithfully, 
E. R. KERMODE. 

Liverpool, 12. 


Accountants and Secretaries and 
Section 161 (1) (b). 
Sir, — Your correspondent, ‘Chartered Accountant. 
and Chartered Secretary’ (issue July 18th) possesses: 
a double qualification, and I respect that. However,. 
I am sure he will not object if I make my own. point 
clear, indeed he would expect me to do so. I must 
therefore question the logic of his statement that my 


- suggestion requires complete rebuttal. What I have 


suggested is that in addition to the requisite experience 
gained in the offices of practising accountants, 
applicants under Section 161 (1) (b), must possess .- 
other recognized qualifications. 

Surely no fault can be found with such a suggestion? 
It is hardly necessary to reiterate that all the recog- 
nized accountancy and secretarial examining bodies 
have a number of subjects in common. 

I cannot think that it is suggested that experience 
alone is preferable to both experience and theory -. 
which is gained only through many long hours of 
study. The two essentially go together. 

I hope that the Companies Act will not be amended, 
either to preclude qualified secretaries from appoint-_ 
ment as auditors under Section 161 (1) (b), or top 
preclude qualified accountants from appointment as 
secretaries to public companies: 


Yours faithfully, 
CHARTERED SECRETARY. 
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SIR HAROLD HOWITT HONOURED 
DEGREE CEREMONY AT OXFORD 


E have pleasure in congratulating Sir Harold 
Howitt, G.B.E., D.S.0., M.C., D.L., F.C.A., upon 
whom the honorary degree of Doctor of 
Civil Law was conferred in Convocation at Oxford 
last Saturday. We believe this to be the first time that 
a member of the accountancy profession has been 
honoured in this way by the University of Oxford. 
In his address delivered in Latin, the Public 
Orator Mr T. E. Higham, Fellow of Trinity College, 
a spoke of Sir Harold in the following words: 
¥ Cavete, Academici, ne hoc viro audiente Lyconis 
Plautini illa verba efferatis: 
beatus videor: subduxi ratiunculam, 
quantum aeris mihi sit quantumque alieni siet: 
dives sum, si non reddo eis quibu’ debeo.? 
hic enim haud ita pridem calculatorum nostratium 





ł-Curculio, 371ff. 


Sir Harold Howitt, (right) with Sir Maurice Bowra, 
Vice-Chancellor of Oxford University. 





‘Instituto’ praefuit — eorum, dico, qui diploma publicum 
meriti rationes ita subducunt ut confectae ab eis tabulae 
‘perpetuae existimationis fidem et religionem amplec- 
tantur, nec cuiquam liceat divitias, quas non habeat, 
somniare. praefuit idem gentium internuntiis qui de 
rationibus computandis deliberarent; praefuit iuvenum 
Societati eandem vitae viam, quam ipse est persecutus, 
ineuntium; nunc autem ad aestivas calculatorum scholas 
doctrinam suam ac sapientiam confert. et mirificus 
mehercules rerum usus ad doctrinam eius adiungitur. 
iuvenis enim peregre depugnavit, atque ita, ut praeclara 
militiae decora sit adeptus; senior, cum denuo pugnan- 
dum esset, a summis belli aerii administris socius 
adsumptus est, nec non eis praesedit qui domibus sarci- 
endis et struendis materiem compararent. bellorum 
cum fieret intervallum, nunc terrae Rhodesiae rebus, 
nunc Borneonis insulae adiutor interfuit; nunc domi 
principum virorum mandatu rem pecuariam et annonam 
macelli tractavit. est idem Mercatorum 
Scissorum Fraternitatis Magister, idem 
in Comitatu suo Irenarcha Legatique 
Regii inter vicarios. quis autem omni 
tempore aut iuventutis Britannicae aut 
commilitonum suorem commodis attentius 
deserviit? 

praesento vobis ratiocinatorum decus, 
Haroldum Gibson Howitt, excellentissimi 
Ordinis Imperii Britannici Magnae 
Crucis Equitem, ut admittatur honoris 
causa ad gradum Doctoris in Iure Civili. 


English abstract of the Latin 
Oration 


‘Be careful not to speak, when our guests 
can hear you, like Lyco in the play of 
Plautus: 


‘I’m well-to-do, it seems. I’ve cast 
my books - 

My trifling assets, liabilities — 

And rich I am- if I don’t pay my 
debts.’ 


‘For here is one who was President not 
long ago of the Institute of Accountants 
-I refer to those who are ‘chartered’ 
and whose principles of accountancy not 
only make their statements, when drawn 
up, ‘implicit with the good faith and 
conscientiousness that ensure lasting 
respect’ but allow no one to day-dream 
of riches which he does not in fact 
' possess. 

* Cf. Cic. Pro. Q. Rosc. Com. 2.7. 


3 Curculio, 371ff. 
* Cicew, Pro. Q. Roscio Comoedo, 2.7. 
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‘He was also President of an International Congress 
on Accounting, and President of the Chartered 
Accountants Students’ Society;! and at the present 
time he is making his contribution of learning and 
wisdom to the Chartered Accountants’ Summer 
School. Along with his learning goes practical 
experience remarkable in its variety. As a young man 
he went abroad on active service and won decorations 
of high distinction. Later in life, when we had to 
fight again, he was made a member of the Air 
Council and was also chairman of the Building 


1 More literally: ‘He was President of the society of young 
men entering upon his own way of life.’ 





NATIONAL INSURANCE IN 1952 


The Fourth Report! of the Ministry of National 
Insurance, published on July 17th, describes the 
administration of the national insurance, industrial 
injuries and family allowance schemes during 1952 
and states that the Ministry paid out about £480 
million in insurance benefits and family allowances 
in the year; received and accounted for about £450 
million by way of insurance contributions, and main- 
tained 26 million separate ledger accounts. 

The following are among the matters of interest 
dealt with in the Report. 


Family Allowances 


In 1952, family allowances cost the Exchequer £77 
million, £14 million more than in 1951, due largely 
to the higher allowances paid from September 2nd, 
1952. At the end of the year about 3,100,000 families, 
containing about 8 million children were receiving 
allowances of 8s od a week for each child after the first 
within the age limits. 

Just over 64 per cent of the families had two children 
under the age limits (i.e. were receiving one allowance 
of 8s od), and received about £32 million. Over 23 per 
cent had three such children, receiving about £23} 
million, about 8 per cent had four, receiving £114 
million, and 4} per cent had five or more, receiving 
£10} million. It is estimated that there were also about 
34 million families for whom no allowance was payable 
because they had only one child under the age limit. 


Unemployment Benefit 


The Ministry of Labour and National Service con- 
tinued to administer unemployment benefit as agents 
of the Ministry of National Insurance. The standard 
rate of benefit of 26s od a week was increased to 32s 6d 
with effect from July 24th, 1952. Of the people reg- 
istered at Employment Exchanges in December 1951, 
about 207,000 were in receipt of unemployment 
benefit and about 27,000 others were in receipt of 
national assistance only. By December 1952, these 
numbers had increased to about 290,000 and 38,000 
respectively, but the number of claims for the country 
as a whole never at any time reached 2 per cent 
of the estimated total number of employees. The cost 
of unemployment benefit as a whole was £14,795,000 
for the year ended March 31st, 1952, a decrease of 
over £2 million compared with the previous year. 


EEE 
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Materials Board. Between the two wars he was 
concerned with the affairs of Rhodesia and Borneo, 


and was also placed on Commissions dealing with H 


livestock and agricultural marketing in the home 


country. He is Master of the Merchant Taylor's ; 


Company, a Justice of the Peace, and a Deputy 
Lieutenant of his county; and there is no one who 
at all times has devoted himself more diligently to the 
interests of the youth of our country and of his 
comrades in arms. 

‘I present to you for admission to the honorary 
degree of D.C.L. an ornament of the accountants’ 
profession, Sir Harold Howitt, G.B.E.’ 


Sickness Benefit 
In July 1952, the standard rate of sickness benefit 


` 


was increased from 26s od a week to 32s 6d. In the early - 


part of the year the number of persons receiving 
sickness benefit was consistently lower than at cor- 
responding dates in any of the three previous years, 
and during July it reached its lowest point since 1948 — 
744,000. From September onwards the number 
receiving benefit was higher than at the corresponding 
dates in 1951, and it rose to 937,000 during December. 

The Report gives figures published for the first 
time by the Ministry, which analyse, according to 
diagnosis, medical certificates received in support of 
claims for sickness benefit. These show that more than 
a quarter of the spells of certified incapacity for work 
which ended in 1950, were due to influenza or 
bronchitis. The total cost of sickness benefit for the 
year ended March 31st, 1952, was £63,301,000 — over 
£5 million less than in the previous year. 


Retirement Pensions 


In September, 1952, the standard rate of retirement 
pension was further increased to 32s 6d. The total, 


number of people receiving retirement pensions we%p, - 


up during 1952 to about 4,150,000. During the year, 
about 305,000 new pensions came into payment, 
including about 75,000 to the wives of pensioners in 
right of their husbands’ insurance. Out of the total 
expenditure of £389 million on all national insurance 
benefits during the year ended March 31st, 1952, 
about £275 million was on retirement pensions. 


Finance 


Income to the National Insurance Fund amounted to 
about £557 million in the year ended March 31st, 
1952. This included £417 million in contributions 
from employers and insured persons, £108 million 
from the Exchequer and £32 million income from 
investments of this fund and the National Insurance 
(Reserve) Fund. 

Payments totalled just over £460 million, including 
£389 million for benefits, £41 million to the National 
Health Service and £24 million for administratio 
The excess of receipts over payments for the year w 
approximately £98 million and the balance in the fund 
at March 31st, 1952, was approximately £577 million 
compared with £479 million on April 1st, 1951. The 
balance in the National Insurance (Reserve) Fund was 
£783 million. 


< 
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NOTES AND NOTICES 


E The Institute of Chartered Accountants in 
England and Wales 

' The following is a list of Associates elected to Fellow- 

ship at the Council meeting held on July 8th, 1953, 

who completed their Fellowship before July 21st, 1953. 


Associates elected Fellows ` ` 
Bedford, Thomas; 1948, A.C.A; (Blackburns, Robson, 
Coates & Co), City Chambers, Infirmary Street, Leeds, 1, 
and at Bradford, London and Manchester. 
, Deith, Raymond Cecil; 1928, a.c.a.; (Norton, Deith & Co), 
j 14-18 Queen Victoria Street, London, EC4, and at 
i Felixstowe. 
Giuseppi E Denis Paul; 1938, A.C.A; Palmer, Guiseppi & Co), 
Market Place, Oakham, Rutland. 
' Pollard, Clifford, B.COM.; 1926, a.c.a.; Williams Deacons 
Bank Chambers, 2 ‘The Downs, Altrincham, Cheshire. 
Webb, Rupert Dudley Clarkson; 1921, A.C.A; Granville 
House, Arundel Street, London, WC, 


i (Not in England or Wales) 
, Sykes, Edward Heath; 1937, a.c.a.; (Buckle, Sykes & 
i Weatherly), Chartered Bank Chambers, Beach Street, 
Penang, Malaya. 
Weatherly, Frederick, M.C.; 1939, A.C.A.; (Buckle, Sykes & 
Chartered Bank ( 





Weatherly), ers, Beach Street, 
Penang, Malaya. 
f Bretz OF MAY 1953 INTERMEDIATE 


AND FINAL EXAMINATIONS 


Notices to candidates who sat for the Institute’s 
examinations last May were posted on Friday, July 
24th. A full list of successful candidates will be 
| displayed at the Institute from 12 noon on Tuesday 
; next, July 28th, and will be pales in these 
columns next week. 


Personal 
| Mr J. L. BAYLIFFE, A.8.A.A., A.T.L1., announces that 
he has ceased to practise under the name of 
` Davipson & Co, Incorporated Accountants, and that 
as from July r4th, 1953, he has commenced to 
ractise at the same address, CA Hammet Street, 
aunton, under the name of J. L. BAYLIFFE & Co. 
Messrs LAMBETH, JOHNSTONE & Co, Chartered 
Accountants, of 199 Piccadilly, London, Wr, and at 
Cheltenham, Gloucester, Slough and Stroud, an- 
nounce the amal tion of the firms of CLEMETSON, 
Jounstone & Co R. W. Lamperu & Co, and 
Ropertson, HL & Co, under the new style of 
| LAMBETH, JOHNSTONE & Co, Chartered Accountants. 
Mr H. C. Hossins, F.c.a., a partner in the firms of 
CLEMETSON, JOHNSTONE & Co, and ROBERTSON, 
Hitt & Co, has retired from active practice and 
r E. B. ORR, B.A., F.C.A., eege 
artner in the new firm. ; 
Mr L. G. Harris, F.S.A.A., SE 
| July rst, 1953, he has moved his office address from 
72 Finsbury Pavement, London, EC2, to 3 Red 
Place, London, Wr. Telephone: Mayfair 0708. 





— 
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Obituary 
Percy Morcan-JONES, F.C.A. 


We have learned with deep regret of the death at 
Eastbourne last Sunday, of Mr Percy Morgan-Jones, 
F.C.A., senior partner in the firm of Edmonds & Co, 
Chartered Accountants, of Eastbourne, Portsmouth 
and London. 

Mr Morgan-Jones, who was admitted an associate 
of the Institute in 1899, and elected a fellow in 
1915, had been a member of the Council of the 
Institute since 1937, and was a past chairman of the 

. District Societies Committee and the Applications 
Committee, and a member of the Library Committee. 

He had been with his firm at Eastbourne for 63 
years and had served on the committee of the South 
Eastern Society of Chartered Accountants since its 
formation in 1932, being President in 1935. 

Mr Movgan-Jones will be remembered by many 
members for his keen participation in the Institute’s ` 
Summer Courses at Oxford. He was a freemason and 
a rotary club member. 


CHARLIE BATES, F.C.A. 


~It is with regret that we record the recent death, 

after a short illness, of Mr Charlie Bates, F.c.A., a 

partner in the firm of R. H. March, Son & Co, 
Chartered Accountants, of Cardiff and London. 

Mr Bates, who was 70, was admitted an associate 

of the Institute in 1909 and elected a fellow in 1924. 

He had been a partner in his firm since 1919 and had 


- continued in practice up to the time of his death. 


A well-known sportsman, he played lacrosse for 
Wales and in his younger days was a keen tennis, 
cricket and hockey player. He was a member for 
many years of Radyr.Golf Club and on several 
occasions competed in the Welsh Amateur Golf 
Championship. 


Board of Trade Annual Report on Companies: 


The general annual report for 1952} on matters 
relating to companies has just been issued by the 
Board of Trade. The introductory paragraphs ` 
describe the more important company matters 
dealt with by the Board, which include: the progress 
of registrations; the number of companies on the 
registers; the winding-up of companies, the ad- 
ministration of the Companies Act under various 
provisions; appointments of inspectors to investigate 
the affairs of companies; and prosecutions by the 
Board of Trade. ‘The general information is supple- 
mented by detailed statistical tables for comparison 
with previous years. A list of Orders and Regulations 
made under the Act is also included., 

The report shows that 277,664 companies were on 
the registers in Great Britain on December 31st, 


1Companies General Annual Report by the Board of 
Trade for the year ended December 31st, 1952. H.M.S.O.- 
Price 1s 3d—by post as 5d. 
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1952- ompa with 270,017 at December 31st, 
1951). Of these 16,875 were public companies and 
260,789 were private companies; the comparable 
figures for 1951 were 17,029 and 252,988 respectively. 

During 1952, 12,296 new companies were regis- 
tered Ui 1524 in 1951); of these 12,170, comprising 
2x public and 12,149 private companies, were 
registered with a share capital, the total capital of 
the companies so tee being {£52 million. 
The total capital in the previous year was {£962 
million. During the year, 4,649 companies were dis- 
solved or struck off the registers, as against 5,197 in 
1951, and winding-up proceedings were begun in 
3,323 (2,954 in 1951) cases, of which 445 (411 in 
1951) were compulsory liquidations. 


The Society of Incorporated Accountants and 
Auditors 
Dinner TO THE Lorp MAYOR 
The President, Mr C. Percy Barrowcliff, F.s.a.a. and 
the Council of The Society of Incorporated Account- 


ants and Auditors gave a dinner at Incorporated’ 


Accountants’ Hall last Monday in honour of the 
Lord Mayor of London. Among the guests present 
were: 
Sir Bernhard Binder, Sir pelis Bowker, Sir Joba 
Braithwaite, Sheriff Sir Sidney Fox, Alderman’ and 
Sheriff Sir Harold eile Sir Wyndham Hirst, Sir 
Gerald Kelly, Sir Norman Kipping, Sir Denys Lowson, 
Sir Brian Mountain, Lord Piercy, Mr Howard Robertson, 
The Very Reverend WRM Matthews, Dean of St Paul’s, 
ER Sir Edward Spears, Sir Percy Thomas, 
Ju Ralph Thomas, Mr Frank Travers, and Sir 
ames Turner. 
The to toast of “The Lord Mayor and the Corporation 
of London’ was proposed by Mr Barrowcliff and 
the Lord Mayor, Sir Rupert de la Bère, responded. 
Mr Bertram Nelson, F.S.A.A., Vice-President of 
the Society, proposed the toast ‘of “The Guests’ to 
which The Very Reverend W. R. Matthews, res- 
ponded. 


Seventh International Congress 
on Accounting 
THe NETHERLANDS’ INVITATION 
ACCEPTED 

The seventh International Congress on Accounting 
is to be held in Holland in 1957. Following the 
Sixth International Congress which took place in 
London last year, several countries proffered hos- 
. pitality for the next Congress and the accountancy 
bodies throughout the world have now indicated a 
clear preference for the acceptance of the invitation 

of the Netherlands. 
The secretary of the Sixth International Congress 
has accordingly written to the Nederlands Instituut 


van Accountants accepting the invitation and asking. 
them to commence ewer: the necessary arrange- ` 


ments. The name and ad of the Secretary of 
the Nederlands Instituut are: Mr H. C. Treffers, 
Secretaris, Nederlands Instituut van Accountants, 
Amsterdam C, Herengracht 491, Nederlands. 
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London and District Society of Chartered 
Accountants 

Mr W. G. Densem, F.C.A., was elected chairman of ~ 
the London and District Society of Chartered `, 
Accountants for 1053-54 at a recent meeting of the ` 
committee, an J.H , M.B.E., M.A., F.C.A., 
was elected vice-chairman. Mr Densem, together 
with Messrs E. K. Wright, M.A., F.c.a., A. H. Cheney, ` 
A.C.A., and A. P. Ravenhill, F.c.A., has been appointed 
a representative of the Society on the Institute’s 
Taxation and Research Committee. 

Other recent changes in the Committee of the 
Society are -as follows 


Members in Practice 
Mr D. A. Clarke, LL.B., ¥.c.a., and Mr E. F. G. Whinney, 


© M.A., F-C.A., retired upon their election to the Council of / 


the Institute, and Mr G. F. Ansell, a.c.a., and-Mr J. D 
Russell, M.A., A.C.A., have been elected. Mr J. H. Mann, ` 
MEB.E., M.A., F.C. A, ‘retired by rotation and was re-elected. 
Mr Clarke and Mr Whinney remain, with Mr G. LC 
Touche, B.A, F.C.A., as the members appointed by the 
Council; Sir ‘Harold Gillett, M.C., F.c.A., and Mr LW: 
Robson, F F.C.A., have ceased so to serve. g 
Members not in Practice 
Mr J. Clayton, A.C.A., retired upon his election to the 
Council of the Institute and Mr C. W. Aston, ACA., WAS 
elected; Mr E. H. Davison, A.C.A., retired by rotation and 
did not seek re-election; Mr L. P. Cleminson, M.A., ës 
has been elected. 
Member Employed in the Service of a Practising Accountant 
Mr B. D. Barton, A.C.A., has been elected by. the Committee, 
no nominations having been received in respect of. the 
vacancy created by Mr A. N. Hollis, p.F.c., A.C.A., having- 
commenced to practice. ! 


Annotated Tax Cases 


Part IV of Volume XXXII of the Annotated Tax 
Cases, edited by Roy Borneman, Q.C., is published 


today and contains reports, with notes on the judg- 


ments, of the following cases: Harvey v. Br 
(H.L.); Thomas v. Marshall (H.L.);. Househo 
Grimshaw (Ch.D.); Hutton v. C.I.R. (Ch.D.); Y; Morgan Í 
v. Tate & Lyle Ltd (C.A.), CLR. v. Walker Cain 
er D. ¥ CIR v. Universal Grinding Wheel Co Ltd: 
Ch.D 

The annual subscription to the Annotated Tax 
Cases is 308 post free, the publishers being Gee & Co. 
(Publishers) Ltd, 27-28 Basinghall Street, London, 
EC2. . 


ogle 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant JULY 277TH, 1878 
To the Editor of the Accountant. 
Income Tax 


Sir,—With respect to a letter in this day’s 
Accountant, I think there can be no doubt as to the. 
5d. in the pound, 

The rate of income tax in force for the present ER 
year, which commenced on the 6th of April, is 5d. i 
the pound—consequently all dividends payable during 
the fiscal year are subject to the tax of 5d. in the 
pound. 

Yours, &c., 


July 2oth, 1878. G. H.C. 
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THE SOCIETY OF INCORPORATED 
ACCOUNTANTS AND AUDITORS 


Results of Examinations held in May 1953 
FINAL EXAMINATION Parts I and II 
Honours Candidates (7) 


First Certificate of Merit and First Prize 
Hender, John Derrik (City Treasurer’s Department), Coventry 


Second Certificate of Merit and Second Prize 
Marriott, James Alan (with Hodgson, Harris & Co), London 


Third Certificate of Merit and Third Prize 


Davis, Desmond Frederick (with Barton, Mayhew & Co), London 


Fourth Certificate of Merit 
Plumpton, Allan Lionel (with Keeling & Co), London 


Aberdeen 
Robb, D. A. (with Jas. A. Lë & Co). 


x7 Arbroath 


IEN 
d 


WI 


Herd, I. L. (Town Chamberlain’s Office), 


Armagh 
Wilson, D. I. (with Rawlinson, Allen & White). 
Aylesbury 
Ramsden, A. B. (with R. Ramsden), 
` Bangor 
Knowles, T. R. (with Highfield, Pritchard & Murby), 


Barrow-in- Furness 
Johnson, D. J. (with Peat, Marwick, Mitchell & Co). 


i Bath 
` White, E. G. (with Ralph D. Owen & Co). ~ 

Beaconsfield 
Gross, A. W. (with F. L. Rouse & Co). 
Harding, D. L. (with F. L. Rouse & Co). 

Bedford 
Bean, H. K. (County Treasurers Department). 

Belfast 
Bustard, G. D, (with Muir & Addy). 


Griffith, T. D F. (with Olver & Spence). 

Harris, RE. (with Martin Shaw, Ais & Shaw). 
Kirk, j. {with Hill, Vellacott & Bail 

Steele, J. F, (with ‘Brown, Lewis S Waite), 


Birmingham 
WI Berri, A. bäi Russell, Durie Kerr, Watson & Co). 
Bennett, G. J. (with Clement Keys & Son). 
Nutt, K, R. (with W. R. Lane, Son & Rile 
Reardon, R P. (with Russell, Durie Kerr, 
Woodcôck, G 


Blackburn 
Hesketh, W. (with Frank A. Astley). 


fataon & Co). 
. (City Treasurer's Department). 


: Bolton 


Culshaw, G. (with Harper, Pilling & Co). 


Bombay 
Cheryan, EE , B.A. (formerly with Gondalia & Mandviwalla). 
Golvala, K P. (with Sorab S. Engineer & Co). 
Tarapore, P. j. (with Kalyanivalla & Mistry). 
Bradford 
Dolan, J. (with R. S. Dawson & Co). 
Goodall, "G. (with Dickinson Keighley & Co). 
Hardwick, W. D. (with Rawlinson, Greaves & Mitchell). 
Morton, Ċ. H. (with Charles D. Buckle & ; 
Nicholson, W. (with Rawlinson, Greaves & Mitchell). 
Bridport 
Knight, P. J. (with G. L. Atherton & Co). 
Burnley 


Lomas, B, (with Rawlinson, Hargreaves, Smith & Wood). 


Canterbury 
Cozens, E. J. (with Larking & Larking). 


Cardif 
Booker, E. S. (with Alfred D, Thomaa). 
Burchell, G. G. M. (with Sweeting, Pearce, Davies & Co). 
Littlestone, N. (with David N. Curitz). 


Fifth Certificate of Merit 

ernon (Borough Treasurer’s Department), 

thamstow 
Sixth Certificate of Merit 
Roullier, John Harry (with Farrow, Bersey, Gain, Vincent & Co), 
London 
Seventh Certificate of Merit 
Kell, Ronald Wilson (with Peat, Marwick, Mitchell & Co), 
Datlington 


Green, John Edwin 


Carlisle 
all, J. (with Duthie & Son). 


MeF bail, y (formerly with Duthie & Son). 


. Slack, R. M. (with Duthie & Son). 
Chesham . 
Lane, H. J. N. (with George Hay & Co), 
Chester 
Middleton, N. S. (Ministry of Housing and Local Government). 
Cirencester 
Goodale, F. N. (with Midwinter & Rhodes). 
Clitheroe 
Briggs, J. H. (with Kilner & Farnell). 
Coleford 


Baker, R. J. (with Geoffrey T. Barter). 


Consett 
Routledge, R. T. (with J. M. Nicholson & Co). 


Cork 
Foley, W. Se e with Kirby & Kirby). 
O'Conor, N. J. (with C. P. McCarthy, Daly & Co). 
Shinnick, C. (formerly with C. P. McCarthy, Daly & Co). 


CH (vith Chaplin, Hall & Co) 


Salmon (with Chaplin, Hall & Co). 
Croydon 

Long, D. M. (with Boden, Swaysland & Co). 
Daraa 


a FS Aig eat of Housing and Loca] Government). 
E. (with Peat, Marwick, Mitchell & Co). 


Derby 

Gillanders, W. (with Nutt, Horne & Co). 

Ravensdale, R. C. (with Nutt, Horne & Co). 
Dewsbury 

Whiteley, J. (with G. L. Hirst & Co). 
Doncaster 

Noble, J. B. (with Alfred F, Girling). 

. Dorchester 

Rimmer, e E. e Edwards & Edwards). 
Douglas (L.O 

Currie, G. Ww. l with Albert Hill & Co). 
Dublin 

Keegan, E. J. (with Purnell, Davenport, Tierney & Co). 

Lightbody, 3 . M. (with William C. Ribbeck & Co). 

Morris, E R. (with J. A. Kinnear & Co). 

Walsh, "RG . (with J. A. ‘Kinnear & Co). 
Dudley 

Bengree, J. S. (with Wm. Lloyd & Co). 
Dundee : 

Brown, A. (formerly with Don & Stewart). 
Edinburgh 


Gray, A. S. (with Scott & Paterson). 

Hamilton, I. D., B.com. (Department of Health). 

Peck, J. F. A. (Ministry of Labour and National Service). 
Epsom 

Humphreys, L. (with Kennedy, Smellie & Co). 
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Exeter 
Creedy, P. W. (with W. W. Beer, Aplin & Co). 
Exmou: 


Snell, D. M. (with S. J. G. Southon & Co). 
Falkirk 
Morrison, I. (with Featua Moffat & Co). 


OW 
cRobbie, Miss A. T. (with Robert Fraser), 
Guernsey 
Mollett, C. S. (with Black, Geoghegan & Till). 


Hakfax 
cMahon, J. J. (Borough Treasurer's Department). 


D 
Gale, J. G J. G. (formerly with F. A. M & Co). 
Sims, J. with F. A. Magee & Co). 
Hereford 


Yeo, H. D. (with Thorne, Widgery & Co). 


Proud, R. (with Dixon, Brown & Co). 
Hitchin 
Armstrong, R. J. (with S. McCombie & Co). 


Horsham H 
Cole, M. J. E. (with Philip T. Bryant). 


Hounslow 
Velupillai, S., B. sc. (with Harmon Smith & Co). 


Huddersfield 
Davison, F. A. (with J. R. Davison & Co). 
Field, K. N. rath J. R. Davison & Co). 
Jackson, E. (with Pattimore & Dyson). 
Aull 


ere P, R. (with Hodgson, Harris & Co). 
Dobson, C. C. (with Hodgson, Harris & Co). 
Fewlass, J. "W. B. (with Hodgson, Harris & Co). 
Hudson, R. F. (with Goldie, Campbell & Robins). 
Nias R. (with Goldie, Campbell &’ Robina). 


Kei 
ee rat, W. (Borough Treasurer’s Department). 
Kitchen, G. L. (with Cryer & Kitchen). 


Leeds 
Beddard, H. J. (with Croudson & Co.) 
Bridgmount, F. (with Peat, Marwick, Mitchell & Co). 
Crabtree, G. (with Alexander, Sagar & Co). 
Crowther, R. D. (with Beevers & m Wal 
Hemingway, J. (with John Gordon, ton & Co). 
Hirst, F. C, (formerly with Croudson & Co). 
D, W. (with John Gordon, Harrison, Taylor & Co). 
with Fredk. & C, S. Holliday). 
with Brown, Butler & Co). 
ir Charles H. Wilson & Co). 


Leicester 
Brooks, T. B. (with Shirley, March, Bosworth, Cramp & Co), 
effs, WC (with John Rowley & Co). 
ewcombe, D. W. (with Wykes & Co). 
Rhodes, D. A. (with Thomas May & Co). 
Smith, W. F. (with Alfred G. Deacon & Co). 
Lincoln 
Chidgey, C. H. f 
Laverack, J. A. 


Liverpool 
Benne W. (with Hopkins, Stevenson & Co). 
, (with Charles E. Dolby & Son). 
Heller, S.L formerly with J. Sloan & Co). 


Lunn, 
Parker, D. F. 
Strickland, P.- 
Tasker, D. (with 


with Harlow, Ward & Smart). 


REE (with L ingon Nelson & Co). 
Riley, N ees Simon Jude & West). 
London 
Akerman, S S. R. (with Gray Stainforth & Co). 
Allen, E. P. (with Alfred Wrig 
ee, A.D. J. (with hae S Williamson). 
Balkin, S. (with S. Brief & Co). 
Barkshire, F. W. (with Peat, Marwick, Mitchell & Co). 
Basu, N. K., B.A. (with Edward Boyles & Co). 


Bayliss, E. N: (Holden, Howard & Co). 
Beale, G. M. (with B. de V. Hardcastle, Burton & Co). 
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London (contd.) 


Bearman, K. A. W. (with Kemp, Chatteris & Co), 
Bennett, K. L. (with Moore, Stephens & Co), 
Berman, S. (with Wilson Wright & Co). 

i n, J. (with Harold C. Wright, King & Co). 
Boxall, E. R. (with jenn M. Winter & Sona). 
Brinkley, M. S. (with Mellors, Basden & Co). 
Brown, A. C. (with Pannell, Crewdson & Hardy). 
Brown, G. W. (with Viney, Price & Goodyear), 
Brown, Reuben (with A. T, Chenhalls & Co). 
Buckle, E. C, (with Peat, Marwick, Mitchell & Co). 
Cartwrigh t, W. T (with Cooper Brothers & Co). 

Chakraborty, B. R., B.8C. (with Percy Phillips & Co), 

Chignell, H L. (with Holroyd, Northcott & Co). 

CC. J. (with Gibson, Appleby & Co). 

Couzens, L. H. (Comptroller's Department, Metropolitan 

Water Board). 

Crawley, L. C. (with Charles Comins & Co). 

Cross, H. W. (Colonial Audit Department). 

Cuthbert, J. R. T, (with Silversides, Slack & Barnsley). 

Eales, B. J. (with Broads, Paterson & Co), 

Edwards, R F. (with Cooper Brothers & Co), 

Eggert, M. A. (with Alexander B. Neil & Co), 

Esnouf, F. J. (with Fawley & Malyon). 

Everett, K. A, J, (with Farrow, Bersey, Gain, Vincent & Co). 

Fenton, J. R. R. (with Cooper Brothers & Co). 
Good, D. H. (with Viney, Price & Goodyear). 

Gray, "e (with Metcalfe Collier, Hayward & Blake). 

Greatbanks, E. J. (with Newman, Ogle, Bevan & 

Green, D. Ù. (with Farrow, Bersey, Gain, Vincent 

Green, E, J. g e Button, Stevens & Witty). 

Green, J. P. (with Pike, Russell & Co}. 

Halley, W. E. (with Hodgson, Harris & Co). ` 

Hardy, P. F. (with Clements, Hakim & Co). 

Harkem, A. H, E. (with Gordon Hawley & Co). 

Hawke, F. C. (with Deloitte, Plender, Griffiths & Co). 

Hayes, E. CG rith Eric H. Ascher & Co). 

Hayward, W, F. (with Wright, Fairbrother & Steel); 

eard, R. W, (with Prideaux, Frere, Brown & Co). 

Heavens, R. J. (with Cooper Brothers & Co), 

Hendre, J. F. (with Cooper Brothera & Co). 

Hone, D. (with D. J. Brass, Scott & Co). 

Hughes, J. M. (wih Franklin, Wild & Co). 


; Co}. 


Johnson, P. B. (with Woodington, Bubb & Co). 

Kimble, B. H. (with B. de V. Hardcastle, Burton & Co). 

Lake; D. J. (with Deloitte, Plender, Griffiths & Co). 
Lewis, A. O, (with Kemp, Chatteris & Co), 

Linden, F. S. (with Broads, Paterson & Co). 

Loader F, e (with Ce J. H ughes & Co). 

Logan, P with KE Hudson & Co). 

. Lowe, EE with James Grimwood & Co), . 
Manwell, P. (wih Rickard & CH 
Marks, D. B. A Peat, Marwick, Mitchell & Co). 
Maynard, G. F. (with Barker, Williams & Co). 

Mercer, K. with’ Finnie, Ross, Welch & Co). 
Midcalf, R. W. (Boro h Treasurer's Department, Holborn). 
Mourgue, H. G. (with Harker, Holloway & Co). 
Oliver, J. E. (with Allan, Charlesworth Co). 
Page, D. CG (with Lithgow Nelson & Co), 
Penfold, E. iy C. (with Deloitte. Plender, Griffiths & Co). 
Potticary, W . G., (with Charles Comins & Co), 
K. (with Spicer & Pegler). 

arley & Warley). 

Riopa D. Je (wit Shipley, Blackburn, Sutton & Co), 

Rivett, E. L. (with Keeling & Co). 

Secker, F. J. (with Brown.. Peet & Tilly). 

Shaw, R. J. (with J. A. Greenfield). 

Sheridan, J. (with S. Brief & Co). 

Simmonds, P. J. (with Townsend, Watson & Stone). 

Simmons, D. ©. (with Blakemore, Elgar & Co). 

Slater, J. D. (with Se Brothers & Co). 

Smith, A. H, (with L Findlay & Co). 

Stephens, J. E. C. (with Brown, Peet & Tilly). 


Taylor, E. A. (with Binder, Hamlyn & Co). 
Van den Bergh, C. E. (with Price Waterhouse & Co). 


Telephone: Victoria 2002 (3 lines) 
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London on 
Walder, E Treasurer's Department, Finchley). 
Wayman, J. J. F. eene Tre Peskett & Co). 
, White, B. C. H. (with Josiah Beddow & Son). 
Wilkins, A. P. (with Joel Auerbach). 
Wilkinson, D. L. (with Brown, Peet & Tilly). 


Williams, D. G. (with R. G. Kirkpatrick & Co). 
Wilson, E. (with Josolyne, Miles & Co). 

i Wise, P. R. (with Hibbert, Sier, Woods & Co). 
uton 
Watts, D. J. (with Keens, Shay, Keens & Co). 


Manchester 
Ainsworth, I. H. (with J. B. Boyd, Wrigley & Co). 
Allen, G. (with Thomson McLintock & Co). 
Chiff, J. S. (with Geo. T. Cheetham & Co). 
Holmes, A. H. (with Deloitte, Fender Griffiths & Co). 
Jones, E. A. (with Joseph Affleck & 
Rao, A. R., M.A. (with Floyd, SE & Co). 
Middlesbrough 
Worland, "e E SECH Peat, Marwick, Mitchell & Co). 
Newcastle upon Tyna 
Clasper, (with Price Waterhouse & Co). 
` Johnson, A. (with Peat, Marwick, Mitchell & Co). 


we Philipson, A. (with Price ‘Waterhouse & Co), 


e 


Robson, A. K, (with James L. & F, S. Oliver). 
Newmarket 

Wright, F. B. (F. B. Wright). 
Newport, Mon. 

pones, D. T. (with Friend, Ellis & Co). 

ee R. (with Rowland Jenkins & Co). 

homas. G. A. (formerly with C. "D. Stephens & Co). 

Newton Abbot 

Luscombe, T. G. W. (with W. E. Reynolds & Co). 
Northampton 

Sketekley. P. T. (formetly with Horace E. Lacey). 
Norwich 


Swindells, ae . (with Harper-Smith, Moore & Co). 
Upshaw, E L. (with Culley & Co), 
Nottingham 


Potts, F. E. (with Mellors, Basden & Mellors), 
ford 
Whitley, J. (formerly with Thornton & Thornton). 


aris e 

Wells, M. T. (with Deloitte, Plender, Griffiths & Co). 
Penrith 

Mitchell, J. A. (with N. T. O'Reilly & Partners), 


Penzance 7 
Broad, H, P. (with Whitaker & Redfearn). 
Plymouth 
1 Franks, D. J. (with White & Pawley). 
Poole z 
Sartin, D. J. (with Edwin G. Pulsford). 
Portsmouth 
Butcher, F. C. D. (with Edmonds & Co). 


Preston 
Sudell, W. F. (with Whitehead & Aldrich). 
Ryde OU. Ob) 
Bostock, R., B.com. (Borough Treasurer’s Department), 
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Sheffield 
e J. W. (with Garnett, Pepleige & Lewis). 
Peace, D. (with Wells, Richardson & Co 


Reaney, K, (with Macredie & Evans). 
Taylor, D. W. M. (with Cunningham, Priestley & Co). 
Skipton : 


Wicks, W. A. K. (with Weston, Whalley & Jackson). 
Southampton 
Lyon, J. F. (with Beal, Young & Booth). 
Scopes; d L. (with Westlake, Clark & Co). 
Young, J. B. (with Beal, Young & Booth). 
Spalding 
Creaaey, E. W. (with Smith, Thompson & Co). 
Stockport 
Burgon, B. (with John McIntyre). 
Stockton-on-Tees 
Barry, G. R. (with Richard Jewitt, Sparrow & Co). 
Stoke-on-Trent 
ohnstone, D. P. (with J. Paterson Brodie & Son). 
we, W. H. (with Bourner, Bullock & Co). 
Stroud 


Price, W. B. (with S. J. Dudbridge & Sons). 
Swansea 

Johnson, K. J. (with Ashmole, Edwards & Goskar). 
Taunton 

Brown, J. R. (County Treasurers Department). 
Walsall 


Davis, K. (with Walter J. Edwards & Co). 
Waterford 

Phelan, W. G. (with T. R. Chambers, Halley & Co). 

Fiireell, P. J. (with W, A. Deevey & Co). 


'ngbor: 
Britchford, D. E. (with James & Sanders). 
West Hartlepool 
Bamford, A, (Deputy. Borough Treasurer). 
Kent, G. W. (with Wm. Fortune & Son). 
Wisbech 


Salmon, A. D. (with Larking, Larking & Whiting). 
Wolverhampton 
Field, R. E with H. Davies & Co 
Latham, C, P, (with M. Alex. W er). 
Worcester 
Collins, G. C. (with Rabjohns, Leopard & Co). 
orthing 


GE D. P. (with Arthur Stubbs & SE 


Zei, D 


Ae Stephenson, Smart & Co 
Wragg, G 


d 
D. (formerly with W. D. Garbutt & Eliott). 
(Candidates Passed 262) 


FINAL EXAMINATION Part I only 
Names on request to the Secretary. 
Candidates Passed (204) 


FINAL EXAMINATION Part IT only 


Names on request to the Secretary. 
Candidates Passed (200) 


‘The next examinations of the Society will be held on November 
roth, "tb, rath and 13th, 1953. Completed applications should 
reach the Secretary not later than Monday, September 21st, 1953. 


Summary of Results 





Final 
~ ant EN 
Parts : Modified 
Candidates ISU Partl Pot Dt Intermediate Preliminary Preliminary 
Passed .. Ss kx 42 231 200 335 37 40 
Failed .. vg ae 75 398 66 493 III 45 


Sixteen candidates who sat for Parts I and II of the Final examination satisfied the examiners in Part I only. 
Thirty-six candidates who sat for Parts I and II of the Final examination satisfied the examiners in Part II only. 
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Results of Examinations held in May 1953 
FINAL EXAMINATION 


PART A 
(in alphabetical order) 
*Adams, E., Greenock. Greville, W. P. L., Carmarthen R.D.C. *Myera, H., Cheshire C.C. 
*Adame, F. An Leeds (A) Group H.M.C. *Halliday, E. I., Bootle B. Norris, A. L., Harrogate B. 
Ballantyne, R. . L., Dumfries Haslam, A., Middleton B. O’Brien, B. F., Wo B. 
*Bardwell, J. H. Norfolk C.C. *Heape, G. E., Brentford and Chiswick B. Pearce, K. Ji Salisbury H. 
Barker, J. H., Coventry C.B. Hill, J’, Liverpool C.B. Phillips, V. E., Berkshire C.C. 
Bartle N. SC Gloucestershire C.C. Hilton, J. A., Rochdale B. *Phillips, W. D., Deal B. 
Dis Keighley B. *Hodson, F. B., Barrow in Furness B. Plowman, L. A., Croydon B., 
Baw Bawler, ic ke Taunton B. *Holland, K. A., Isle of Wight C.C. *Preacott, L. R., Manchester C.B. 

Bence, R. M. "np Burton-on-Trent B, Holmes, R. A., Sevenoaks R.D.C. Preston, A. I. ‘Sheffield R.H.B. ~- 
*Bierton, D. G. N., Hertfordshire C.C. Honywill, J. F., Plymouth C.B. Prin le, R. E. AL, Stockton-on-Tees B. 
*Billinghurst, C, G., Norfolk C.C. *Hope, A.'S., Eastbourne B, Protheroe, J. H., Hemel Hempstead: 
Bonner, J., Haslingden B. Hughes, S. T., Coventry C.B. Development Corporation. 

*Bowes, R. W., South Shields B. Irving, G. A., "York C.B. Purser, D. G., Nairobi. 
Brett, R. H., Leicester C.B, ees G. E., Friern Barnet U.D.C. *Raby, W., Todmorden B. 
Burrell, Pi; London C.C. eavons, G. G., Corby U. D.C. Raven, M. A., Nottingham C. B. 
*Chaplin, N. J., Cardiff C.B. *Jenkins, W. ER Leicestershire C.C. Richards, J. Č., Torquay B. 
Chapman, R., ‘Northampton B. Johna, A. J. W., London Corporation. Ridley, P. S., Brighton ' 
Christie, C., ‘Middlesbrough B. *Johnson, P. E., East Midlands Gas Board Robinson, R. W., Southampton B. 
*Clapham, F., Urmston, U.D.C. *Jones, A. T., Cheshire C.C. *Rockley, -L. E., Leicester C.B. 
Clark, A. G Leicestershire C.C. *King, D. F., Lowestoft B. Rose, eh D., Nottingham C.B. 
*Connell, D. A., Ipswich B. Laming, P. F., Camberwell B. Sanda, R. L., Liverpool C.B. 
"Corbin, "e H., "New Forest R.D.C. Langstone, J. Kg Walsall B. *Scott, Ir Së Hemel Hempstead B. 
Cox, E. H., Penarth U.D.C. ` *L Latham, d K Stoke-on-Trent C.B. Shakespeare, F. Ws Bullingdon R.D.C. 
Craddock, T, Coventry C.B. Lewis, D. E., Sussex (Weat) C.C. *Shuttleworth, J. A., Huddersfield B. 
Crosse, P. S., Luton B. *Lewis, R. & Aylesbury B, Smith, J., Lancashire C.C. 
*Davies, R. R., Cheshunt U.D.C. Limbert, B., Leeds C.B. Smith, J. Ze Lancashire CC 
*Dexter, R 7 Blaby R.D.C, Luke, A., Glamorgan C.C, Stancli e, B CH B. te 
*Drury, J. H. , Denbighshire C.C. sL nch, E. J. F., ot A Albans R.D.C. *Stubbs, A. Cc, 
Durbin, A. T., Barry B. arr, 1 Ee Yorkshire (East Ridin; ng) CC *Swan, J. L. Bon 3 
*Ellis, C. A., London Corporation. “Me E Ja Abingdon R.D. aylor, D. iA SE C.B. 
Fenton, W. Jad London CC. Maninger ; R., Cowdenbeath. Thompson, TE B., Sunderland B. 
$Eisher, W. J. H., Plymouth C.B, *McGreal, K J. "vw. Worcester C.B. *Town, B. S., y Harrogate B. 
*Fleming, E. M., Hamilton. *McKenzie, ee B., Newport (Mon.) B. *Towneend, R. A., Leicester No. 2 HMC, 
marine R Si Newcastle under Lyme B. SE A.D a » Kingston up upon Hull C.B. ACM L. Da Delt (Lindsey) C.C. 
ar ts o L; eter ar iy 
*Gibbons, I A G., Luton a MA SH, Essex C.C. Tuer, R, Yorkshire (West Riding) C.C. 
*Gibba, R. E., Essex C *Morria, I. F, West Bromwich B. Whetham, R. I., Southend-on-Sea B. 
Gration, E. K., Cine R.D.C. *Mortimer, R G., Leicesterahire C.C. *Whitaker, H, Lytham St Annes B. 
*Gravely, K., Essex C.C. *Mottram, K., Leicestershire C.C. *Wilcox, G. J., Northampton B, ` 
Greaves, B. W., Finchley B. *Wink, A., Clackmannan C.C. | 
* Passed Part Dir at a previous examination, + Passed Part B in May 1953. 
i PART B 
(in alphabetical order) 
a ee J.W. J North ot SE Hydro “Harman, D gi be Fiabe gee *Pasco, E. G., Harlow Development Cor- 
ectric Board, Aberdeen a. rison, xfor: B. poration. 
+Batty, R. 1, Keighley B. *Harwood, J., Halifax B. "Pauley, E: By South EE t 
Boyle, La Midlothian C.C. *Henderson, A. T., Sunderland B. D.C. 
T A S York C.B. - Stick, J. F., Reading B. rei K. W., Bradford C.B. i 
tamon V ’Swindon B, *Jones, H. F., Swansea B. Price, B. J., Bedworth U.D,C. 
D., ee U.D,C. *Lawson, J. A, South Western Electricity Roberts, C., Swansea B. 
k, D. R , Caernarvon and Anglesey Board (Bristol Sub-area). *Saunders, P. J., Royal Tunbridge Wells B. 
*Loftus, F., Bolton B. *Stiller, A. R., Barnes B. 
Foon d Manchester C.B. Mannin R. H., Whitchurch U.D.C. Stonefrost, M. F., Slough B. 
*Gibb, W., Ramsgate B. *Mould, M. C., ‘Amersham R.D.C. *Twelvetree, E. A., Ipswich B 
Graben B. „ Eastbourne B, *Muscroft-Jakobsen, E. W., Nottingham- Watson, J. L., Glasgow. 
*Hadley, J. W., Walsall B. shire C.C. 
* Passed Part A at a previous examination. + Passed Part A in May 1953. 


Summary of Results . 
Intermediate Final Part A Final Part B Total = 


4 No. percent No. percent No. percent No. percent 
Passed oe .. tor ` 26 118 29 32 32° 251 28 
Failed zy , 294 24 284 71 69 68 647 72 








Total .. .- 395 100 402 100 rot 100 898 100 
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ESTABLISHED 1874 
VOL. CXXIX., NO. 4102 


CHARITABLE TRUST 
/ ACCOUNTS 


HE Committee on the Law and Practice relating to. 

Charitable Trusts, whose report! was the subject of a: 

leading article in our issue of January 3rd, recommended 
among other things that the obligation on charities to submit 
annual accounts should be enforced and that the accounts should 
be audited by a professionally qualified auditor. There are at 
least 80,000 non-educational charitable trusts, but in.1951 less 
than 28,000 of them submitted accounts to the Charity Com- 
missioners and most of the accounts were not professionally 
audited. The recommendation came under heavy fire in the House 
of Lords on Wednesday of last week, when. VISCOUNT SAMUEL 


initiated a debate on the committee’s report. 


The ARCHBISHOP OF CANTERBURY doubted whether every 
trust should. be encouraged to submit to professional audit 
‘with all the considerable expense that would be involved’. 
Viscount Simon did not think it could have been appreciated by 
the committee to what sort of bodies this requirement would 
apply. He instanced a small Nonconformist church in a country 
district, one of its respected members being treasurer of its modest 
funds. Penalties for not producing professionally audited accounts 
might deter public-spirited persons from accepting trusteeships 
at all. He was supported by Lorp RENNELL who pointed out that 
exempt private companies are not required to have qualified 
auditors. After mentioning Nonconformist churches, he continued: 


‘Certain other small local funds are obviously too small ever to 
afford any form of audit by a chartered accountant or anybody else, 
and it is neither fair nor reasonable to require them to pay a fee 
which, to any professional person, cannot very well be less than {1 
per year, out of an income which may be only a few pounds.’ 


To put the matter into perspective, it may be helpful to review 
the present law which applies, and which has applied for the past 
hundred years. The Charitable Trusts Act, 1853, as amended by 
the Charitable Trusts Amendment Act, 1855, gives to the Charity ` 
Commissioners extremely wide powers to require, from trustees 
of charities, information of the most detailed kind. Section 44 


` of the latter Act provides among other things that the trustees of 


every charity shall make up the following accounts on or before 
March 25th, in each year: 

(1) An account of the gross income arising from the endowment, 
or which ought to have arisen therefrom during the year 
ending on December 31st, immediately preceding; 

(2) An account of all balances in hand at the commencement 





1 Cmd. 8710. H.M.S.O. 6s 6d net. 
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of the year, and of all moneys received dur- 
ing the same year on account of the charity; 

(3) An account for the same period of all 

payments; 

(4) An account of all moneys owing to or from 

the charity as far as conveniently may be. 

These accounts must be certified by one or more 
trustees ‘and shall be audited by the auditor of 
the charity if any’. The trustees must send a copy 
within fourteen days to the Charity Commis- 
sioners. Section 45 empowers the Charity Com- 
missioners to lay down the forms with which the 
compulsory accounts must comply. No specific 
penalty for non-compliance is laid down, but 
persistent refusal would render trustees liable to 
committal to prison for contempt of court. 

The statistics of accounts rendered under these 
provisions are eloquent of the fact that the pro- 
visions are not strictly enforced. In the last ten 
years the Charity Commissioners have made only 
six requisitions for the production of accounts. 
One reason is that the Charity Commissioners 
have not sufficient staff to examine all the 
accounts; another reason is that proceedings for 
committal are expensive and slow. Nevertheless, 
the duty to submit accounts and the liability for 
default are already in existence, and it is open to 
the Commissioners to make such searching 
inquiries that the trustees required to answer them 
would probably be compelled to engage profes- 
sional assistance, if they had not already done so. 

What the committee’s recommendation really 
amounts to then is not the creation of a new 
burden, but a switching of the existing burden 
from the Charity Commissioners, i.e. from the 
general body of taxpayers, to the charities them- 
selves. Bearing in mind the very considerable 
tax concessions which charities already enjoy, 
again at the expense of the general body of tax- 
payers, the burden of professionally audited 
accounts does not seem to be a very onerous one. 

The historical development of the legal defi- 
nition of charitable purposes has resulted in large 
numbers of charities enjoying exemption from 
income-tax in respect of income applicable to 
purposes which do not commend themselves to 
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the sixteenth century for apprenticing boys in a 
certain neighbourhood to local trades. The supply ~, 
of beneficiaries having dried up, a local farmer ; 
suggested to the trustees that they should pay 
the fees of apprenticing his son to himself to 
learn farming. Lorp Brveripce said that there 
was nothing to prevent foolish trusts from being 
created even now, which would fall into the legal ` 
definition of charity. 

The recommendation as to audited accounts 
does not in any case apply to what the committee 
calls ‘plain charities’, that is, charities which 
rely entirely on subscriptions and donations 
which are spent substantially as they come in, 
without ever being invested. These charities have 
always enjoyed exemption from the requirements 
of the Charitable Trusts Acts, although there has 
recently been increasing control of a small 
selection of them, such as war charities and 
charities for the blind. 

Coupled with the recommendation on accounts 
is another one for the registration of all charities 
(other than ‘plain charities’) both at the office of 
the Charity Commission (or the Ministry of 
Education) and in the office of the local authority 
in whose area the charity operates. This is. 
intended to assist would-be beneficiaries, the 
voluntary workers who act for them, and would-be 
donors, to discover suitable charities for their 
needs or desires. Audited accounts under the 
first recommendation would be submitted to the 
Charity Commission (or the Ministry of Educa- 
tion) in triplicate so that a copy could be sent 
on to the local authority concerned, where it 
would be open to inspection along with the register 
of the charities themselves. This requirement, | 
combined with professional audit, would make ~~ 
official annual scrutiny unnecessary, in the 
opinion of the committee. 

As Lorp NATHAN pointed out, a charitable 
trust is essentially a public trust, over which the 
beneficiaries are unable to exercise a close super- — 
vision. The obligations proposed to be laid upon 
charitable trusts are no heavier than those laid 
on companies, private as well as public, friendly 
societies (no matter how small j al 
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wife, but there was no evidence that he had 
deducted tax, or that he was in receipt of any 


the footing that the sums received by her were 


gross sums, and as there was no requirement that 
a payer should produce a receipt showing that 
tax had been paid in order to establish that there 
had been a deduction of tax under Rule 21, the 
wife was to be treated as having received the 
sums in question as net sums after deduction of 
tax so that she had borne the tax and could not 
be assessed again in respect thereof. 

The fact that the husband was abroad did 
not alter the position, since the income was 


| English income of the wife, who was resident in 


the United Kingdom, and the husband had in 
his hands the amount of the tax which he had 
deducted under the authority of the statute, 


_as collector for the Crown. 


But, on the other hand, the Court agreed that 
if the wife was to be treated, as she was not, as 
having received a sum of untaxed income, she 
would be directly assessable, notwithstanding 
that the Crown enjoyed the right of recovering 
the tax from the payer, who ought to have 
deducted, but failed to deduct, the tax, these 
rights being derived from Section 26 (x) of the 
Finance Act, 1927. 


Scheme of Collection 
The scheme of collection of tax, where annual 
sums are payable, has been clearly summarized 


by Viscount Simon in Allchin v. Coulthard . 


\ THE ACCOUNTANT 125 


i ihe amount at all. Consequently, the Crown gets 


. from the payer both the tax at the standard rate 


A income which had suffered United Kingdom tax, Which would otherwise be due from the recipient 
nor did he render to the Inland Revenue any Vf the annual payment and the tax due from 
- „account of the payments made to the wife of tax himself in respect of what is left of his profits and 

i deducted therefor. A gains after the payment is made. 

' The Revenue sought to assess the wife to ‘(b) If the annual payment is payable and paid 
tax on the basis that the payments to her were ` SC SC and See the payer is entitled 
untaxed income in her hands, The Court, ` $? deduct from the payment he makes to the recipi- 
however, held that the proper inference on Seanad Ss SEN the deer EC Ser OF 
the facts was that the husband had intended the residue and to treat the payer as acquitted of 
and had purported to deduct tax from the liability to him in respect of the amount thus 

` payments and that, as the wife could not sue deducted. By this means, the payer recoups himself 

/ the husband for the balance of the payments on for the tax SE he has paid or will pay on the . 


annual payment. 
‘(c) If and in so far as the annual payment is not 
payable and paid out of profits or gains brought 


into e, the person making the payment is 
bound to deduct from it income-tax at the current 
rate and to account to the Crown for the amount 
deducted. In effect, the payer in such a case acts as 
collector for the Crown of the tax due from the 

` recipient. The requirement that the recipient must 
allow the deduction and treat the payer as acquitted 
of liability in respect of this amount is not repeated 
in Rule 21 but must be implied.’ 


~ Rights of Crown against Payer and Payee 


Returning now once again to the case of Stokes v. 
Bennett, it is clear that the Crown can proceed 
for the recovery of tax as against the payee, who 
has received the gross sum of the annuity without 
any deduction of tax therefrom. See Glamorgan, 
Q. S. v. Wilson ([1910] 5 T.C. 537). If, therefore, 
the wife had received a gross sum of £22, which 
in that case would only have been part of the 
full gross sum of £44, since she was entitled to 
£22 ‘free of tax’, she would have been assessable 
to tax thereon. But the Court came to the conclu- 
sion that the wife could not be regarded as having 


-réceived a gross payment. 


On this aspect of the matter, the Crown; 
in effect, sought to argue, inter alia, that every 
payment to an annuitant must be presumed to 





have been received gross, unless it can be 
shown that tax has been accounted for to the 
Revenue; but the Court pointed out it was 
not obligatory on the recipient to produce a 
receipt of: payment of the tax from the Com- 
missioners in-order to entitle him to contend that 
tax had been deducted. For this and other reasons 
the Court held that the sums received by the 
wife were not gross sums. Had the husband been 
resident in the United Kingdom the Crown, in 
the circumstances, could not have recovered the 
tax from the wife. 


((1943] 25 T.C. 460) where he said: 


“The three heads under which the existing scheme 
of collection of income-tax ied in Rules 
19 and 21 may be stated are as follows: 

De si ‘(a) A person liable to pay any yearly interest of 

money, annuity or any other annual payment to a 

ST recipient is not entitled to deduct this payment 
in arriving at his profits or gains to be assessed and 
charged with income-tax. If the amount is payable 
and paid out of his profits or gains, he is-assessed 
on a sum which includes such payments, while the 
recipient is not directly assessed in respect of 
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Effect of Residence Abroad 
Nor in the view of the Court did the fact that the 
husband was resident abroad affect the wife’s 
position vis-a-vis the Revenue.. Where an order 
for payment free of tax is made against a person 
who is resident abroad, such person, even though 
he may not have any income which is liable to 
United Kingdom tax, must, it seems, in order 
to comply with the order, remit not only the net 
sum but also the appropriate tax. Shearn o 
Shearn (46 T.L.R. 652), a case which EE 

was not referred to in Stokes v. Bennett. 
The Crown in Stokes v. Bennett, relying on 
Whitney v. C.LR. ([1926] 4 A.T.C. 551; 10 T.C. 


88) (where it was pointed out that the Income . 


© Tax Acts do not purport to tax, income which is 
not derived from property in the United Kingdom 
nor is income received by a resident in the United 


Kingdom) sought to argue that Rule 21, which . 


deals with deductions of tax where the payment 
is not made out of profits or gains brought into 
charge, could not apply, since otherwise its 
application would result in the taxation of a 
person wholly outside the scope and ambit of 
the Income Tax Acts. ` 

But that argument overlooked the fact that 
the payer, though resident abroad, was, not- 
withstanding, in the position of a: collector of 
tax for the Crown and he was bound to account 
for the tax to the Crown. In such a case an 
assessment could be made upon the payer, 
directly in his own name, at his address abroad, 
according to Whitney's. case, although the 
Crown might be unable to enforce its claim 
abroad in a foreign court, which would decline 
to assist in the enforcement of the revenue laws of 
a country which was ‘foreign’ to it. 

The husband, therefore, was to be regarded 
as having deducted tax from the payments 
and to be holding the os as collector and agent 
for the Crown. And tax having been already 
deducted, the recipient of the payment less 
such tax could not be liable for the tax to the 
Crown, whose remedy, if any, must solely 
be against the person making the payment. 


Deduction of Tax against Arrears 

In conclusion, it might be mentioned in passing 
that the right of deduction of tax must be exercised 
when making the payment, and failure to make the 
deduction at the time will bar the payer from 
recovering the tax subsequently from the payee. 
(Ord o Ord ([1923] 2 K.B. 432); Hemsworth v. 
Hemsworth ([1946] K.B. 431; 2 All E.R. 117); 
Johnson v. Johnson ([1946] 25 A.T.C. 33). 

Where, however, the payments have been 
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continuously in arrear, tax has been held to be 


deductible from the payment made on account of — 


the arrears, at the. respective rates of tax in force 
at the dates when the payments should have been 
made. (Taylor v. Taylor ([1938] 16 ATC 48); 
Wallis v. Wallis ([1941] 2 All E.R. 291).) 

In Taylor v. Taylor weekly sums were pay- 
able under a separation agreement and had been 
paid in full during the earlier years, without 
deduction of tax but were in arrear during the 
later years. 

It was held that the husband was no longer 
entitled to deduct tax in respect of the earlier 


years but that as regards the later years, since € 


he had not made the payment in full for any 
such year and a residue remained payable in 
respect of those years, he was entitled on making 
payment of such residue. to deduct therefrom 
the appropriate tax. 

This case therefore appears to have decided 
that where payment in full has been made for 
any year (i.e. an annuity year and not a financial 
year, it seems) the right to recover from the payee 
the tax that ought to have been deducted is lost; 
but on the other hand, where payment has been 


made in full for part of any such year, it is still g 


open to the payer to adjust the matter when making . 


payments for the balance of such year, and to 
retain out of such subsequent payments, not only - 
the tax deductible from the payments made for 
the remainder of such year, but also the tax 
which wag not deducted from the earlier pay- 
ments made in that year. 

But in order to exercise the right of deduction, 
the payer making the payment or part-payment 
must make a éalculation in order to ascertain the 
amount of the deduction and of the residue and 
he must then notify the payee of the deduction 
and pay the residue. As Denning, L.J., pointed out 
in Hemsworth v. Hemsworth ([1946] 2 AUER 118): 


“Unless such notification is made, the person to 
whom, the payment is made has no information on 
which to allow such deduction and cannot be called 
on to allow it, and unless the person paying had 
made such a calculation he is not acquitted and 
discharged of so much money as is represented by 
the deduction, nor has he paid the residue. If the 
person pays without any such notification it must 
be taken to be a payment made without deduction 
and to be a discharge only in respect of the amount 
actually paid; and when the creditor sues for the 
balance which remains due over and above the 
sums actually paid, the debtor, when he comes to 
pay that balance, is entitled to deduct tax on that 
balance and pay the residue. That right only arises 
on payment, but Taylor v. Taylor shows .that 
judgment should be entered only for the residue.’ 
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PUBLIC EXAMINATION OF DIRECTORS 
IN WINDING-UP 


by W. H. D. WINDER, M.A., LL.M. 


HEN the Courts were first given the 
power to order the public examination 
of a director in a- winding-up by the 

Court, the judges fully appreciated the serious- 

ness of this procedure and proceeded to con- 

strue this power strictly, insisting on a proper 
observance of all the preliminary statutory 
formalities as well as of the ordinary principles 
of justice. This power was first given under the 
provisions of the Companies (Winding-up) Act, 

1890, and a: now contained in Section 270 of the 

Companies Act, 1948, the procedure preliminary 

to the exercise of the power being set out in 

Section 236. In 1892 Lord Justice Lindley, after 

pointing out that-not a private but a public 

examination was involved in which any creditor 
or contributory might take part, said that it was 
therefore a very serious matter, and continued: 

‘It is all very well to say that it does not hurt 

a man to be examined; but we know perfectly 

well to what length these examinations go, and it 

is a very serious matter indeed to be examined 
under this section’ (In re Great Kruger Gold 

Mining Co Ltd ([1892] 3 Ch.D. 307)). 

In the recent case of In re Campbell Coverings 

Ltd ((1953] 2 W.L.R. 1135) the Court of Appeal 

defeated an attempt by the Official Receiver to 

use these stringent powers in a voluntary winding- 
up in the same way as they can be prayed in aid 
in a winding-up by the Court. 

Before the implications of this recent ruling 
are considered it may be useful to glance at some 
of the conditions which must be-fulfilled before 
a public examination can take place in a winding- 


- up by the Court, 


Procedure in Winding-up by Court 
It is well known that in a case where a winding-up 


order is made, the Official Receiver is required . 


to make a preliminary report and may also, if he 
thinks fit, make a further report stating whether 
in his opinion any fraud has been committed by 
any person in the promotion or formation of the 


company or by any officer of the company. If ` 
such a further report is made to the Court then ` 


the Court has certaih powers, including the 
power to order public examination of the persons 
implicated in the further report. This prelimin- 


8 ary procedure is essential and the Courts have 


insisted on its strict observance. A director or 


"Sa, 


other person cannot be hurried into the witness- 
box to be publicly examined without some kind of 
prima facie case of suspicion being presented in 
an official document. 

In the Kruger Co case, the Court held that the ` 
further report was too vague to justify a public 
examination and the vagueness of the report 
could not be remedied by a mere oral statement 
of what was supposed to have been said at one 
of the preliminary stages of the winding-up. 
It was laid down that in order to give the Court 
the necessary jurisdiction the least that was 
required was that there should be a report upon 
the responsibility of the Official Receiver, that 
in his opinion some fraud had been committed, 
and that the persons whom it was proposed to 
examine answered the description in the Act, that 
is, were officers of the company or others specified. 

‘Anything short of that would be, I think, to open 
the door to a course of action such as would make 
an English judge shudder.’ 

These are the forthright words of Lord Justice 
Lindley and he continued: 

‘Any other construction would leave it open to 
the Court, upon mere information, without any 
opportunity of testing it, without any power of 
holding the Official Receiver responsible for it, 
to make an order that X., Y. and Z. should be 
publicly examined. So to construe the Act would, 
as it appears to me, be contrary to every principle 
of justice’. 

His lordship thought that if the Court allowed 
the order for public examination to štand, the 
Court would 

‘be opening the door to great oppression upon 

innocent people’, 

He did not mean to say for a moment that the 
Official Receiver would do otherwise than what 
he thought right and still less would the judges, 
but the power given by Parliament was a very 
stringent power and 

‘required to be construed and limited according 


` to those principles of justice which underlie 


everything in this country’. - 
Legal Safeguards 
Earlier in his judgment, Lord Justice Lindley 
had remarked that if one were to look at the 


statutory provisions alone, but bearing in mind 
those principles which underlie the administration 
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of justice everywhere in England} one’ would 
suppose that there would be some machinery for 
ascertaining in the presence of the ‘person to be 
examined whether he was such a:person as is 
referred to in the statute and one would suppose 
that this question would be tried upon notice to 
the person who had to be examined. But he 
agreed that when we come to think it out, and 
see what such a conclusion involves, we see that 
it would render the statutory provisions almost 
unworkable, because if you are to give a person 
notice that it is proposed to have him examined 
on the ground that he has taken part in the pro- 
motion or formation of the company, or has been 
a director or other officer of the company, we 
might have a decision by the judge, an appeal to 
the Court of Appeal, and finally an appeal to 
the House of Lords, upon the question whether 
he is liable to examination; long before the exam- 
ination could be obtained the delay would render 
the examination practically useless. An interpre- 
tation of the Act which led to such inconvenient 
consequences could not be correct. ` 

As the same judge observed on a later occasion, 
the provision for public examination 

‘is one of the most beneficial to be found in the 

whole: of the Companies Acts, andit is so bene- 

ficial that attempts were made at first to stretch 
it to an extent which was hardly just to the person 
who had to undergo the ordeal of a public ex- 
amination’. (Re Civil, Naval & Miltary Out- 

fitters ([1899] 1 Ch. 230).) 

It has been made clear that the Official Receiver 
need not give his opinion that fraud has been 
committed in the sense that he levels a definite 
accusation at a named person but he must show 
in his report, by his account of the facts, that 
fraud has probably been committed. His facts 
must suggest it, expressly or impliedly. 

‘It is not necessary for the Official Receiver to 
draw an indictment against the person to be 
examined’ (In re Trust & Investment Corporation 
of South Africa ([1892] 3 Ch. 332). 

But, as Lord Halsbury ruled in Ex parte 


Barnes ([1896] A.C. 146), it is not enough that 


there is a general finding that fraud must have 
existed somewhere, which would mean nothing. 
There must be an individual person pointed to 
and in respect of whom all the different provisions 


for his protection, as well as for his being made’ 


an example of, become’ perfectly reasonable. In 
the event of there being no fraud suggested in the 
report, or in the event of there being no individual 
pointed out as being suggested to be guilty of 
fraud, the Court has no jurisdiction to make an 
order for a public examination. « | 
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The report must show facts on which the sugges- 
tion of fraud is based. It is not sufficient for the 
Official Receiver to suggest fraud has been com- 
mitted by a named person without also setting 
out the facts on which that suggestion is based. 
According to one judge, 

‘the Official Receiver is regarded by the legislature 

as an officer in a high position, especially competent 

to form an opinion on matters of this kind. He is 
somewhat in the position of a magistrate in London 


who has to consider whether he will commit ` 


persons for trial, and all that the Court has to see is 
that the Official Receiver states matters showing 
that he can reasonably come to the conclusion 


that there was fraud on the part of the particular . 


person against whom his report suggests it’ (Mr 
Justice Wright, 1899 1 Ch. 225). 


Examination in Voluntary Winding-up 


In the case of a voluntary winding-up there is‘ a 


statutory provision for a report by the liquidator 
to the Director of Public Prosecutions if it appears 
to the liquidator that any past or present officer, 
or any member of the company, has been guilty 
of any offence in relation to the company for 
which he is criminally liable. Where such a 
report is made the Board of Trade may subse- 
quently apply to the Court for an order conferring 
on a designated person 

‘all such powers of investigating the affairs of the 

company as are provided by the Act in the case 

of a winding-up by the Court’. 


In the recent Court of Appeal case referred to . 


at the beginning of this article this procedure had 
been adopted, an Assistant Official Receiver 
attached to the High Court being the person 
designated to wield the powers provided for. He 
then reported to the Court that a public examina; 
tion of one of the former directors of the company ` 
was desirable, setting out the grounds of his ` 
opinion, and. applied to the Court for an order 
for public examination. In a winding-up by the 
Court such an order could, of course, have been 
obtained. Did it follow that it could be obtained 
in a voluntary winding-up? 

The answer given by the Court of Appeal 
was no. It was held that such an order is not 
contemplated by the language of subsection (3) of 
Section 334. The Court construed the Act 
strictly, as did the judges when the power to 
order public examination was a novelty introduced 
by the Act of 1890. The Master of the Rolls 
declared himself as follows: 

‘I am compelled to conclude that the language 
does not contemplate such an order. It is evident 


from subsection (3) that the Board may apply to: 


a 


& ` 


i 


n 


— tion was a different matter. The words of the Act 


cag ~ 


August Ist, 1953 


the Court, not for an order that a person is to 
attend the Court for examination,.but for an order 
conferring on the Board or some person desig- 
nated by the Board “all such powers of investi- 
gating the affairs of the company as are provided 
by this Act in the case of a winding-up by the 
Court”. It seems to me impossible that under that 


subsection the Court could invest the Official - 


Receiver with the power on his own motion to 

conduct a public examination of the person whose 

conduct had been impugned.’ 

The words used in the Act did give power to 
compel persons to supply information and to 


. impose penalties if they did not. But the power 


to set in motion the procedure of public examina- 


did not extend so far and the Court declined to 
stretch the interpretation of the words actually 
used. 

fe Alternative Procedure 


-At the same time the Court did throw out a 


hint that a public examination in a voluntary 
winding-up might be achieved by a different route. 
This is not a binding part of the decision in this 


_ case and is contrary to the opinion expressed in the 


leading text-book on company: law (Buckley on 
the Companies Act, twelfth edition, page 568), but 
an opinion of the Court of Appeal, although only 
an obiter dictum, must necessarily carry weight 
for practical purposes. The opinion expressed 
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was that the liquidator or a contributory or 
-creditor might obtain an order for public examina- 
tion by applying to the Court under Section 307 
(1) of the Act. That is the comprehensive section 
which, on such an application, the Court may 
‘exercise, as respects the enforcing of calls or any 
-other matter, all or any of the powers which the 
Court might exercise if the company were being 
wound-up by the Court’. 


It would not follow, however, as the Master of 


“the Rolls’ pointed out, that the Court would 


necessarily exercise this particular power unless 
there were before the Court material which was in 
substance at any rate equivalent to the material 
which the Court would require_to have in a 
compulsory winding-up. Indeed, he went on, the 
contrary seemed to be the right view, and that 
before the Court would exercise ‘its discretionary 
power it would require information similar to that 
which it would have required if the application 
had been made in the course of a compulsory 
-winding-up. So it seems that on this possible 
alternative route to a public examination of a 
director the procedural safeguards described in 
the first part of this article will apply. It will be 
appreciated that the use of this possible alternative 
does not depend on the initiative of the Official 
Receiver; it requires the application of the liquida- 
tor or a contributory or creditor. 


AUSTRALASIAN COMMENTARY -XIII 


Professional Topics in Australia and New Zealand 


by S. R. BROWN, LL.B., F.C.A.(Aust.) 


The writer of this series of articles is the senior partner in a firm of chartered 
accountants in Sydney, Australia. He is the author of several text-books on 
accounting and company law. 


Principles 
EFERRING to those cases where directors 
R= reluctant to provide more information 
in the accounts than the minimum re- 
quired by statute, Mr F. E. Trigg, F.c.a.(Aust.) 
recently urged that where an accepted accounting 


‘principle is involved, especially where its appli- 


cation has a material bearing on the accounts, 
it is necessary for practitioners to hold firmly 
to their principles and by tactful persuasion ty 
to have them recognized. - 

For example, he said, an unwillingness to 


‘persuade directors to accept the principle of 
‘adequate disclosure through fear of losing the 


audit or losing favour, is a serious matter affecting 


„us all. The individual practitioner would be 


greatly encouraged if he felt convinced that in 
taking a firm stand on a principle all other 
practitioners would do likewise. 


Tacitly admitting that there is a weakness in 
the general professional attitude in this respect, 
Mr Trigg appealed to members of the confererice 
he was addressing: 

‘May I ask you to contemplate the effect on the 
business world if that were traditional, and the 
tremendous ening of the profession’s 
authority that would result?’ 

(The Chartered Accountant in Australia, May.) 


Unquoted Shares 

The report of the three-man committee appointed 
by the New Zealand Society of Accountants to 
study share valuation ‘methods has just been 
released. It takes up a fifty-nine-page small 
booklet and represents a very important con- 
tribution to professional literature. +. 

Its features are a table of fourteen points for 


-every valuer to consider and a discussion of 


J 
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five main methods of valuation, viz. asset value, l 


super profits, capitalization of profits, dividend 


yield and the averaging of the first and third of 


these methods. 

Although the report is concerned with unquoted 
shares, the investigations of the committee into 
market operations showed, among: other things, 


that of the companies operating in New Zealand - 


and listed on the Stock Exchange, the market price 
at the end of August 1952 of 58 per cent of such 
companies was less than the net asset book value. 
The committee concluded: that since the current 
market value of the assets of almost all companies 
is at present substantially above their book value, 


it could safely be said that the market price ol of ` 
the shares of over 80 per cent of listed comipariies 


is below their true "asset Fees 
ggg natn 


. Another Case Study. 
A second case study of the audit procedure in 
` relation to stock on hand appears in the April 
issue of The Chartered Accountant in Australia, 
Prepared by a member of the Victorian Division 
of the Australian Chartered Accountants’ Re- 
search Society, it relates to a major manufacturing 


company owned and controlled by an overseas. 


“corporation. 
` Internal control and internal audit are featured 
in this company, and in addition there are the 
travelling auditors of the shareholder corporation. 
on which coverage there is superimposed the 
annual audit of the Australian external auditors. 
The latter placed most emphasis on the study 
. of the inventory manual and an appraisal of the 
efficiency with which its instructions were carried 
out. 

A complete physical inventory was taken by 
the company once each year, at the end of 
May, June or July, allowing time to effect 
adjustments. by the December balance. As few 
units of finished products were on hand at any 
particular time the external’ auditors checked 
those in detail to the prepared schedules. They 
observed that materials for the maiyproduct in 
process had been properly issued’ for the pro- 
duction schedule current at the ‘cut-off point. 
In all other sections tests were made of quantities 

` and these were recorded for subsequent checking 
to the inventory records. T'he complete. study 
sets out concisely a twenty-five- SES audit 
programme. | 
Terminology 

The Australasian Institute of Cost Accountants 
has just published a bulletin on the terminology 
of cost accountancy. Prepared under the direction 
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of the General Council of the Institute by the 
Divisional Councils in each Australian State, 
it refers to and defines 136 terms. 

A notable point is the decision of General 
Council to suggest the elimination of the word 
‘overhead’ from the cost accountants’ vocabulary 
and to establish more specific terms which could 
embrace costs coming within this category. The 
recommendation is that costs which cannot 
be allocated directly to the product or service 
sold should be specifically identified as factory 
service cost, distribution cost or administration 
cost, 


- The only types of standard costs recognized 


A 


are basic standards and two types of current 


standards, viz. ideal and expected actual. Four ~^ 


degrees of plant capacity are defined, viz. maxi- 


mum (or theoretical), practical, normal and idle, ` 


capacities. 
Later this year the Institute is expected to 
publish a code of ethics. 


Reserves 

Mr C. R. Airey, pp, A.A.S.A., thinks that the 
solution of the difficulties inherent in modern 
definitions of reserves and provisions, is to be 
found in formal definitions rather than in 
definitions of substance. He argues, for example, 
that in defining reserve, it is not necessary to use 
language which conveys the full flavour of the 
concept of a reserve; nor is it necessary to indicate 
either the purposes for which reserves are set 
up or the effects of their existence. 

On this basis reserves are defined as: 

‘credit balances which together record the sum of 

past profits or other surpluses, less such amounts as 

have been applied against losses, credited to boo 

values of assets, or distributed’. 
The author makes the interesting point that all 
the benefits which a business can derive from a 
reserve have already been furnished before the 
reserve is created. Setting up a reserve is purely 
a negative act—an act of retention, of refusal 
to pay out funds. (The Australian Accountant, 
May.) i 
Working Papers ' 
The June issue of The Accountants’ Journal carries 


_a statement on Accountants’ Working Papers 


approved by the Council of the New Zealand 
Society of Accountants. This statement was 
prepared by the Accounting Practice and Pro- 
cedure Committee and will be published in 
booklet form. That part dealing with the method 
of preparation deals mainly with a loose-leaf 
system of working papers. 
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-EARLY ACCOUNTS OF THE UNIVERSITY 
OF OXFORD 


by I. G. PHILIP, of the Bodleian Library, Oxford. 


Manslaughter and Murder 
HE history of the finance of the University of 
Oxford begins with manslaughter and murder. 
In the winter of 1208-og an Oxford student 
killed a woman and disappeared. The Mayor and 
townsmen of Oxford, intent on justice but failing 
to find the offender, arrested two or three innocent 
students who shared his lodging and, with the 
ret ae ready permission, hanged them outside the 


bys ‘began the first of the great conflicts between the 
University and the town. The University, a training 
ground for clerics, was defended by the Church; 
the town’s action was supported by King John, who 
was then engaged in a general and bitter struggle with 
the Papacy. But the Church proved stronger than the 
King. Under threat of excommunication the King 
eventually submitted to the Pope and, after a few years’ 
defiance, the townsmen of Oxford also submitted. 


Financial Recompense for the Hanging of 
Students 

In 1214 the Papal Legate in England issued an 
ordinance in which he imposed terms on the town, 
terms which included as some recompense for hang- 
ing the students, an annual payment of 52s for the 
use of poor scholars, and the payment of a feast for 
one hundred of them. This annual payment was the 
University’s first financial endowment and it is an 
interesting example of the continuity of university 
history. Shortly after r214 the Abbot of Eynsham 
undertook the payment on behalf of the town, and the 
abbey continued to pay annually up to the dissolution 
of the monastery in the sixteenth century. 

The Crown then took over the obligation and this 
blood money, as it might be called, is still paid to the 
University Chest by the Paymaster-General. The sum 


ee ad received, now £3 1s 6d, is handed over by the 


“to the Vice-Chancellor of the University for the 
relief of needy students. This procedure is particu- 
larly interesting at present because the Paymaster- 
General is a Fellow of Wadham College and the 
Vice-Chancellor is the Warden of Wadham College, 
but the £3 1s 6d pursues a roundabout course 
intriguing to accountants and irritating to auditors. 


First University Chest 
In 1240, Robert Grosseteste, Bishop of Lincoln, 
directed that this revenue of the University should be 
E into a chest to be kept in St Frideswide’s 
riory and that other gifts should be added thereto. 
This was the first University Chest. It should be 


An address delivered in the Divinity School, Oxford, on 
“July 11th, 1953, during the Summer Course of The Institute 
of Chartered Accountants in England and Wales. 





remembered, however, that this was essentially a 
loan chest, a sort of academic pawnshop. Money was 
lent from it to finance needy students who deposited 
as security some pledge of value ~a piece of plate, 
a garment or a book — which was to be sold at the 
end of a year if there was no repayment of the loan. 
This chest at St Frideswide’s was followed by many 
others. During the Middle Ages there were at least 
twenty such chests kept in the Old Congregation 
House at St Mary’s Church, all of them being 
charitable foundations essentially for loans to needy 
students. The older statutes of the University show . 
that many of these chests contained schedules of 
accounts, but although we have lists of the annually 
elected guardians of the chests, none of their accounts 
survive. 

Early in the fifteenth century two new chests were 
made, both known as the Chest of the Five Keys. 
The first one, established in 1412, was used chiefly 
to hold university statutes and other documents of. 
value. The second, established in 1427, was reserved 
for money and plate. The five keys of this chest 
were kept by the Vice-Chancellor and four elected 
Masters of Arts, and there were also eight auditors 
of the accounts of the chest. This Chest of the Five 
Keys is the direct ancestor of the Chest as we know it 
today, the central financial organization of the 
University. The fifteenth-century chest, normally 
on exhibition in the Ashmolean Museum, was in use 
until 1668 when it was superseded by a painted iron 
chest which, in use up to 1756, now adorns the office 
of the present Secretary of the Chest. So much for 
the beginnings of the University Chest. 


Earliest Financial Document, 1357-58 


As I have said, none of the éarly accounts of the 
Chest survive — none earlier, that is to say, than the 
sixteenth century. There are, however, two other 
‘sets of accounts surviving from the Middle Ages, 
the earlier of which is a small account book? of ex- 
penses incurred by university officials in travelling 
to London on legal business over a period of three 
months in 1357-58. This is the earliest financial 
document in the University archives. The other 
early accounts? are more interesting since they consist 
of a series of fifteen audited account rolls dating from 
1464 to 1496. These are the annual accounts of the 
Proctors, two Masters of Arts annually elected as 
the official representatives of the University and 
responsible for its routine administration. 


1 For a fuller description of the early Chests, see C. E. 
Mallett, History of the University of Oxford, I, p. 322, et seq. 
* Printed in H. E. Salter, Mediaeval Archives of the University ` 
of Oxford, I, p. 175, et seq. 
3 Thid, Il, p. 272, ef seq. 
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both Vide: Chancéllors" and Proctors’, were copied 


_ into series of account books which were maintained, 


without any major change, until the late nineteenth 
century. All this waa one result of the Sir John 


` Bennet scandal, an affair which had lengthy re- 


Lg 


SH 


.verberations. In the Bodleian Library accounts; the 


claim against Bennet was carried on the books for a 
hundred and fifty years, down to 1783. During the 
whole of that period the accounts contain entries of 


‘unpaid obligations’ which included Bennet’s de- ` 


falcations and the sum of £500 which the library lent 
to Charles I in 1642. "` 


New Account Books in 1626 
Having made his account book for the current 
accounts, the Registrar, in 1626, received from the 
chest all the earlier extant account rolls, and copied 
all these, with the exception of the fifteenth-century 
Proctors’ rolls, into the new account books, so that 
these books now contain a more or less complete 
series of accounts from the mid-sixteenth century. 
These books did not, however, supersede the use of 
parchment sheets which were still used, and kept 
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in roll form down to 1727 fot the Vice-Chancellor’s 


` account and down to 1824 for the Proctors’ account. 


The transfer to the Registrar and his transcription 
of all the old account rolls in 1626 was connected 
with another financial spring-cleaning of the 
University, for it was in that year that the University 
found itself gravely in debt; its rents were unpaid 
and it owed nearly {£2,000 to the Bodleian estate. 
‘Delegates were appointed to consider what steps 
could be taken to wipe out these debts, and having - 
adopted various financial expedients, they came to 
the momentous decision that the 

‘moneys expended on Dinners at the time of the 

Vicechancellora and: Proctors Accompts may con- 

veniently be spared for a time’. 

The University had decided to treat financial matters 
seriously and with due sobriety, and on that sombre 
note I conclude this brief survey of its early accounts, 
a survey which, if it does nothing else, abundantly 
justifies the existence of trained accountants and of 
auditors .whose acumen and impartiality is not, 
happily, influenced by the amount of ‘moneys 
expended on dinners’. 


WEEKLY NOTES 


The Institute’s Examinations 
A total of 2,260 candidates aat for the examinations 
of The Institute of Chartered Accountants in England 
and Wales held last May; of these, 1,082 were success- 


` ful and tra failed to satisfy the examiners. 


There were 912 candidates for the Final, of whom 


429 (47 per cent) passed, and 483 failed; in the 
November 1952 examination 46 per cent passed. The 


First Certificate of Merit, the Institute Prize, the ` 


Walter Knox Scholarship, and the Plender Prize for 
the English Law (Part II) paper, were awarded to 
Mr Dudley Lawrence Range, of London. The 
Second Certificate of Merit was awarded to Mr Peter 
Sergeant, of Woking, and Mr Alexander Victor John 
More, of London; Mr Sergeant also gained the W. B. 
Peat Medal and Prize and the Plender Prize for. the 
English Law (Part I) paper. The Fourth Certificate 
of Merit was won by Mr John Crossley Steare, of 
Manchester, and Mr George Carter of Leeds; Ma 
Steare being awarded the Plender Prizes for the 


Auditing and General Financial Knowledge and Cost - 


‘Accounting papers. 
In the Intermediate there were 1,151 candidates, 


of whom 571 (49°6 per cent) passed and 580 failed; 


passes in the November 1952 examination were 46 
per cent. The First Certificate of Merit, the Institute 
Prize, the Stephens Prize and, with one other, the 
Frederick Whinney Prize, were won by Mr Peter 
Mendelssohn, of London; the Second Certificate of 
Merit, and, together with Mr Peter Mendelssohn, the 
Frederick Whinney Prize, were won by Mr Colin 
Prichard. David, of Cardiff; the Third 


SE the Fourth Certificate of Merit and the 


rtificate of ` 
Merit was won by Mr Iain Robert McNeil, of 


` Plender Prize for the Taxation and Cost Accounting 


paper by Mr Max Henry Turner, of Ipswich; and the 

Fifth Certificate of Merit and the Plender Prize for 
the Book-keeping and Accounts (Partnership) paper 
by Mr Robert Brian Booth, of Bradford. 

In the Preliminary, a total of 197 candidates sat, of 
whom 82 (41-6 per cent) passed and 115 failed. In the 
November 1952 examination 35 per cent passed. 

The full list of successful candidates in all three 
examinations, together with a summary of the results, 
appears elsewhere in this issue. 


Base Stock Method Rejected 


The base stock method of valuing fixed process stock, 
and spare process stock, by a cotton spinning com- 
pany, has been held by Mr Justice Vaisey not to be 
appropriate for the purpose of computing profit for 
tax purposes. He allowed the Crown’s appeal from 
the S Commissioners’ decision on an appeal 
brought by Broadstone Mills Ltd. 

According to the Financial Times of July 25th, the 
Crown’s contention was that the base stock system 
of valuation which had been employed, treated the 
fixed process stock aa part of the company’s fixed 
capital and placed on part of the spare process stock . 
an arbitrary value lower than cost. The Crown 
contended that all trading stocks should be valued 
at cost or market, whichever was the lower. 

The Special Commissioners had found that the 
method was recognized in the cotton spinning trade 
and was in accordance with sound commercial 
practice. His Lordship held that the Commissioners’ 
finding was erroneous in its implication that the base 
stock system waseherefore appropriate and nee 








for income-tax. purposes. No part of the stock 
should be either treated as a fixed asset or brought 
into account at a mere arbitrary figure for tax purposes. 


Taxpayer making a Profit out of Himself 
The principle that.a taxpayer cannot make a taxable 


i j ‘lt in ; 
profit out of himself received a severe jolt in the - United States: lastisoring toanidy the u tion of 


Chancery Division last week, in Sharkey v. Wernher} 
Lady Wernher carried on a stud farm, admittedly 


` assessable under Case I of Schedule D, and also 


had racing stables which were admittedly purely 
recreational. Horses were transferred from the stud 
farm to the racing stables and the cost of breeding 
and rearing them was debited in the stud farm 
accounts. T'he question arose as to the amount to be 
credited to those accounts when a horse was trans- 
ferred to the racing stables. 

The Crown contended that the market value, 
which was considerably higher than cost, should be 
credited. The Special Commissioners held on appeal 
that only the cost should be credited, so that the stud 
farm showed neither profit nor loss in respect of 
horses transferred to Lady Wernher’s racing stables. 

Applying the decision in Watson Bros v. Hornby 
([1942] 24 T.C. 506; 21 A.T.C. 279), Mr Justice Vaisey 
allowed the Crown’s appeal. EEN the principle 
that no man could trade with himself or make a 
taxable profit by dealing with himself was unex- 
ceptionable in itself, His Dsg thought that the 
Legislature had made some inroads into it by making 
such dichotomy inevitable when it split the ‘aspen 


` into two parts, putting one part in one Schedule and 


one in another. 


‘Discovery’ and Additional Assessments 


. The now numerous authorities on the meaning of the 


word ‘discovers’ in Section 125 of the Income Tax 
Act, 1918, has been increased by the decision in 
Beatty v. CLR. (The Times, July 25th, 1953). In 
that case the Crown made assessments on Lord 
Beatty under Section 18 of the Finance Act,’ 1936, 
which, for the purpose of the decision, were taken 


to be ‘additional’ assessments, It was contended on .. 


behalf of Lord Beatty that the assessments were made 
on the suspicion (erroneous in point of fact) that there 
had been transfers by him or by his wife. The liability 
was found to exist for other reasons of law but Lord 
Beatty argued that there had been no ‘discovery’ 
within Section 125 when the assessments were made. 
Rejecting what he called ‘this most technical of all 
technical points’, Mr Justice Vaisey asked why it 
should be less of a discovery when the omission to 
charge was of some different kind to the supposed 
omission. He likened the Inland Revenue to a man 
who found, or discovered, a diamond on his land 
but at first ‘thought it to be a piece of glass. He had 
none the less discovered a diamond on the day on 
which he found the supposed piece of glass. The fact 
that the full comprehension of the facts was subse- 
quent to the raising of the additional assessments 


1 The Times, July asth, 1953 s 
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the assessments. R : eee 


Milk Utilization Productivity Report 
In contrast to most recent productivity reports, 
which have been severely technical in character, that, 
published on Monday, of the team which visited the 


milk contains a full and informative chapter-on the 
accounting side of the industry in America.® 

After describing the various methods and tech- 
niques encountered, under such headings as office 
management, office layout and equipment, statistics, 
financial and cost accounting and budgetary control, 


the team summarizes the six main conclusions derived — 
from its. tour of inspection. The first is the greater A 
degree of planning and control of capital expenditure \. 


in America. The second is the importance of having 
a controller, particularly under conditions of free 
enterprise, constantly to gauge the profitability of 


the concern. The third is the desirability of a wider ` 


circulation of cost information among firms engaged 
in the same industry. The team notes as its fourth 
point that more attention is paid in America to’ the 
design of offices and to the working conditions of 
employees, both with a view to increasing the general 
efficiency of the business. The fuller use made of 
mechanical aids is next stressed and, lastly, it is 
stated that while elaborate cost systems exist only 
in the largest organizations in the United States, 
all managements were fully aware of the necessity for 
the prompt ascertainment and control of costs. 


Provision for Old Age: A New Committee 
The Chancellor of the Exchequer announced in the 
House of Commons on Monday, the names of the 
members of the new committee which has been set up 
to review the economic and financial ee in- 
involved in providing for old age. 

The committee is under the chairmanship of Sir 
Thomas Phillips and the members are: Professor 
A. K. Cairncross, C.M.G., Professor of Applied Econ- 
omics, Glasgow University; Mr J. H. Gunlake, c.z.z., 
FLA, FSS, FLS., 
Imrie, C.B.E., J.P., M.A., B.COM., F.S.A.A., F.LM.T.A, 
until 1951, "City Chamberlain of Edinburgh; Mr 
F. A. A. Menzler, C.B.E., B.SC., FLA, ASA, F.3.3., 
SIS, M.INST.1., Chief Development and Research 
Officer, London Transport Executive, and a Past 
President of The Institute of Actuaries; Dr Janet 
Vaughan, O0.B.E., D.M., F.R.C.P., Principal of Somer- 
ville College, Oxford; and the following members 
nominated by the Trades Union Congress and the 


British Employers’ Confederation: Mr C. Bartlett ; 


and Mr A. McAndrews, members of the General 
Council of the Trades Union Congress; Sir Cuthbert 
Clegg, T.D., J.P., Chairman of the Cotton Spinners 
and Manufacturers’ Association; and Mr F. J. C. 
Honey, F.1.4., Joint Secretary of the British Employ- 
ers’ Confederation. - 


3 Obtainable (5s post free, excluding air mail) from the 
British Productivity. Council, 21 Tothill Street, SW1. 
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© ~ With the Korean truce long since discounted as a 


ket factor the Stock Exchange tone has shown , 
little change. Conditions remain firm but business is 
extremely selective. There is, homera a persistent ` 
volume of small support. 


Courtaulds Accounts 
Many companies now present accounts which, 
with accompanying notes and schedules, are so 
extensive that it is virtually impossible to reproduce 
them in full in one issue of The Accountant. In such 
cases we usually make a partial reprint. Some, 
however, contain so much of interest to the profession 
as to make it well worth while spreading the reprint 
over more than one issue. This we do in the casé of 
Courtaulds Ltd, the first instalment of the reprint 
in full of the accounts for the year to March 31st 
last being given this week. i 
_ The main feature of these accounts is the revision 
pf the depreciation basis as a result of which the 
provision under this head has been reduced sub- 
stantially and adjustments made to reserves. The 


changes which have been made must inevitably give ` 


a new look to previous accounts, but it is impossible 
of course, to be retrospective when adopting a new 


accounting basis. The adjustments can only be made 


with the adoption of the fresh policy. 


New Depreciation Basis — 
The change in the depreciation basis follows from a 
review by the company’s technical officers during ' 
the year of the estimated lives of the fixed assets. 


On these findings, the board decided to reduce the ` 


annual depreciation provisions. Similar adjustments 
relating to a subsidiary in the charge for depreciation 
for the year 1952-53 were made in arriving at the 
group balance. The effect has been that approximately 
‘41,300,000 less has been provided for depreciation 
than would have been the case using the previous 
basis, 


` ao The next step was to adjust the reserves, an aggreg- 


‘ate amount of £6,654,954 in the case of the company 
and £9,366,423 in the case of the group being 
transferred out of the accumulated provision for 


depreciation to the reserve towards the increased 


cost of replacement of fixed assets. This latter 


reserve, it will be noted, is also further substantially - 


augmented by appropriation from the year’s profits. 

Sir John Hanbury-Williams, the chairman, says 
in his statement that the change in depreciation 
‘policy reflects, in the board’s judgment, a more 


realistic view of the amounts necessary as annual 


charges for depreciation. The transfer of the accumu- 
lated surplus depreciation to the reserve towards the 
increased cost of replacement of fixed assets, he 
„states, goes some way to making up the very large 


- „amount which the board consider necessary to meet 


replacement of plant and- machinery. 
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Fixed Assets 


i The chairman goes on to refer to the changes in the 
: fixed asset figures, After deducting the year’s de- 
preciation, fixed assets of parent and group, he 
: points out, have respectively increased by nearly 
£n million and £184 million. 

Of these net increases, over £6} million and nearly 
£94 million respectively are accounted for by the 
adjustments of the accumulated depreciation pro- 
visions of previous periods. The remaining increase 
of £9 million in the group figures is accounted for by 
plant expenditures in the United Kingdom, enlarge- 
ment of the Courtaulds (Canada) factory capacity, the 


construction of the Canadian factory for the manu- ` 


facture of transparent cellulose film and above all, 
expenditure on the new factory in Mobile, Alabama. 


\ 


Money Market 


Raising of the bid to £99 8s 3d and a reduction of 
some {10 million in applications at £375,590,000, 
gave the market 55 per cent of its Treasury bill 
requirements on July 24th and lowered the average 
rate to £2 6s 11-89d per cent. This week the offer is 
raised by £10 million to £250 million. 


L 
COURTAULDS LIMITED AND SUBSIDIARIES 


Schedules to Profit and Loss Account 
for the year ended March 3lst, 1953 
Ee 


. Schedule |} (being Itoms already taken [nto account In arriving at the 
figures first stated in the Consolidated Profit ind: Loss "Se 
953 





‘Group Income from: 
l Trade Investments (including In 1952 £415,247 
abroad) 











arrears received from 1,585,678 1,758,274 
Government Securitles and Other Invest- Í 
ments A ert 330,527 327,132 
Group | Expenditure and Charges: € £ 
Provisions for ee (seo Note 7) .. 2,504,507 3,184,898 
Provisions for Obsolesce y 250,000 250,000 
Remuneration from pe of the Direct- 
ors of Courtaulds Limited for services to 
Courtaulds Limited and Subeldlary and $ 
Assochted Companies: 
e 7,500 19,214 
Other Emoluments SC ag 113,626 105,132 
Directors’ and past Directors! ebe 
arising from executive appointments 22,632 30,494 
Auditors’ Fees and Expenses "` KR 24,032, . 22,360 
Schedule 2 . i aye 
1953 1952. 
Group Charge for Taxation; £ £ 
, United Kingdom Taxation: 
Profits Tax less Excess. Profits Levy re ' 
coverable (charge In 1952) 592,377 3,056,383 
Income-tax b profits for the year to 
March 31st, 1953 e Note | 3,984,378 6,331 186 
Taxation abroad (after deducting aliowances x D 
- for accelerated depreciation) 544,697 403,775 
5,121,452 9,791 344 
United Kingdom Tax deferred ër Initial ` 
lowances: . ` 
Transfer from Reserve .. 292,890 gë 
Transfer to Reserve 502,105 
4,828,652 10,293,449 
Add: Amount transfarred to Reserve for Tax d 
abroad deferred by accelerated dep j 
tion allowances (See Note 7 (b)). 464,158 


TOTAL , 65,312,810 £10,293,449 


SE ES 





, 7 Beet ` 
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Consolidated Profit and Loss Account for the year ended March 3ist, 1953 (See Note 1) 








































































(Schedules to Profit and Loss Account are on page 5, Notes on page 9)? ae 
Courtaulds Limited Group 
1953 1952 1953 1952 
€ D £ £ 
Group Balance from Trading and Investment Income, after taking Into account the amounts 
of income and Expenditure and the Charges set out In Schedule 1, but before charging Taxation 
{see Note 7 as to change In basis of provisions for depraciation) .. 10,555,068 19,018,402 
Deduct: Group Charge and Transfer to Reserve for Taxation, as set out In Schedule 2 8 8,312,810 10,293,449 
Group Balance from Trading etc. after Taxation .. D ae ae CN i 5,242,258 8,724,953 
Deduct Interests of Minority Shareholders therein ies oe E “ SS E 49,938 {91,197 
Courtaulds Limited, Interest in Group Balance... Se d BA ya Ke .. 5,192,320 8,533,756 §,192,320 8,533,756 
Deduct: Amounts retained by Subsidiaries ne SS Ka ay Ss se Se Séi 774,589. 2,158,452 
Balance of Profit of Courtaulds Limited for the year ue dé ep fi 4,417,731 6,375,304 
Add: Balance of profit brought forward from last year .. Es Ss ie uh 745,346 656,877 1,160,158 1,240,377 
Over-provision for taxation in previous periods .. ne Sie vk bš 273,545 503,359 447,398 620,844 
together ` dee ae, © Se ee, AES Sae cee oa nad £5,436,642 £7,535,540 £6,819,876 £10,394,977 
Deduct: Transfars to Provisions and Reserves (see Notes 3 and 4): 
(1) R gray bse £ £ £ 
towards increased cost of replacement of fixed assets 1,500,000 1,912,674 2,829,493 2,371,847 
b agalnat Increased cost of repli acament tof raw CS? and other stocks A 2,920,000 
Provision for pensions i 750,000 450,000 750,000 466,050 
Revenue General Reserve .. Di a 327,982 
4) Capital General Raservea ` .. 750,000 272,777 256,941 
5) Reserve towards Increased cost of roplacement of fixed assets ‘(previous periods) « 97,500 243,750 
_ (6). Reserve against Government Securities .. e R 6,749 
3,000,000 5,162,674 3,949,770) 7,587,319 
Less: Transfer from Revenue General Reserve .. S 191,415 7 
£3,000,000 £5,162,674 63,758,355 £7,587,319 
£ £ í £ 
Leaving an avallable balance of Profit of Sie EK 2,436,642 ` 2,372,866 3,041,521 2,807,658 
Deduct: Dividends (leas tax) of Courtaulds Limited (seo Directors’ Report) . “a Se 1,667,500 1,627,500 1,667,500 1,627,500 
Balance carried forward Included In Schedule 7 to the Balance Sheet .. a oe D +» £769,142 £745,366 &1,39%4,021 £1,180,158 
; BALANCE SHEET OF COURTAULDS LIMITED ` 
and Consolldated Balance Sheet of Courtaulds Limited and Subsidiaries, March 31st, 1933 (soo Note 2) 
(Schedules to Balance Sheets are on pages 7 and 8, Notes on page 9)* 
EES Limited Group 
1952 a Reference 1229 Wee 
26,364,889 33,759,968 Fixed Assets Ss di sët 7 AE .- Schedule | 52,426,906 33,998,823 
21,221,799 21,075, Kc? e Investments In Subsidiaries D Se ià ‘ie fa 2 
6,861,239 7,976 Trade and Other Investments .. ae Pas ée WW CH 3 9,059,938 7,341 487 
5,422,431 4,143,681 Government Securities .. oe Sie CG SS are D 4 11,739,313 18,648,966 
Net Current Assets: ` 
16,802,919 12,439,864 Stocks-in-Trade, Stores, etc. .. 17,552,112 22,232,311 
990,892 3,715,539 Debts, Amounts Recovarable and Payments In Advance 6,728, 5,755,358 
Pank "Deposits under Irrevocable Credits for Future 
1,762,923 542,312 plies .. Së x Di Ke st 542,312 1,762,923 
2,000,000 3,500,000 eserva Certificates EN em ve 3,803,375 2,203,575 
| 3,420,643 5,551,203 Balances at Banks and Cash in Hand a Ka 7,493,432 6,449,126 
26,977 377 25,709,018 Total Current Assets: . 36,119,894 38,403,293 
9,872,971 7,623,897 -~ Deduct: Current Liabilities, Provisions and Dividends Schedule 5 18,128,030 12,329, 7i 
17,104,406 18,085,121 24,991,864 26,073,582 
£76,974,764 £85,640,400 Total Net Tangible Assets at book values .. DÉI 98,218,021 86,062,858 
Deduct: Interests of minority shareholders 1,024,901 1,124,950 
Net Tangible Assets, at book values, relating” to the etn ne 
Interests of members of Courtaulds Limited .. €97,193,120 £84,937,903 
CAPITAL AND RESERVES 3 
£ £ Capital Authorized and Issued: £ . £ 
8,000,000 8,000,000 5 per cent Cumulative Prefarence Stock .. is Sie 8,000,000 8,000,000 
24,000,000 24,000,000 Ordinary Stock .. SS fe D ee Se 24,000,000 24,000,000 
32,000,000 32,000,000 32,000,000 32,000,000 
29,675,779 40,002,103 Capital Reserves .. As Es Së Gë D Schedule 6 46,971,824 34,725,865 . 
15,298,985 13,638,297 Revenue Reserves .. is ae Di ed Si Gi ak 18,221,298 18,212,043 
476,974,764 EBS, 640,400 Total Capital and Reserves OG? SN DI KW Ce £97,193,120 £84,937,903 
J. HANBURY-WILLIAMS Í 
Directors. 
June lith, 1953. P. J, GRATWICK 


t Schedules ta 


2 Schedules to Palance sheets and notes will be published next week, — Editor, 


rofit and loss account are on page [37; notes will be published next week. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 


Accounting for Inflation 

Sir, -'The controversy of historical cost versus 
replacement values is one that never fails to provoke 
a pleasantly heated discussion and for this, at least, 
we must thank Mr Briscoe. There does not seem to 
be much left of him to answer after Mr Lacey and 
‘Pettifogger’ have finished with him; but a small 
footnot: to the discussion might be ventured. 

Mr Wielen is a perfectionist. He is, of course, 


wé quite riht. The £ sterling should be a unit of measure- 


ment as fixed as the yard; but no one has yet suggested 
a way by which this can be achieved, short of a 
compleie central control of the whole of our eco- 
nomic ‘life, The world is not without examples 
that thin’ can be done, though at a cost which we are 
not yet'ready to accept. It may come one day; but 
in the meanwhile we must just do as best we can with 
our elastic yard. SEA 

We niust all surely accept Mr Briscoe’s opening 
paragraph that ‘income is what is left over after 
wealth [or capital] ia maintained intact’. To achieve 
this we must provide for fixed asset replacement 
(which is a more accurate way of describing 


_« depreciation) so we have to set aside sufficient 


out of profits to replace the asset when its useful 
life has expired; but in a world of fluctuating values 
whatever estimate we may make can only be guess- 
work. We do not know how long the asset will last, 
or what it will ultimately cost to replace it, or its 
then médern equivalent. Even the methods of 
calculatirg depreciation-on orthodox lines must be 
hit and miss; a machine may be written off over twenty- 
years, and then last forty; or it may be obsolete in 
ten. This is a problem which confronts the account- 
ant, whether he favours the historical or the replace- 
ment basis, This unavoidable uncertainty impels 
the/orthodox to cling to historical cost as (to quote 


_Pettifogger’) an article of Biblical faith. This is 


ares no}! good enough. The fact that our estimates 


ust be chancy is no excuse for leaving them on a 
basis so far divorced from current reality as to be 
positively: misleading. 

Surely Mr Briscoe has over-simplified ‘cost’. If 
the cost o" any product, in terms of materials, wages 
and other cash costs, is calculated in terms of the 
values of the relatively short period in which it is 
made, then the depreciation incurred ~that is to 
say the cost of the use of plant and buildings — should 
also. be in terms of the same values, and not of some 


+ earlier, and quite irrelevant period. If a machine. 


cost £1,003 in 1938, and was expected to last twenty 
years, and; would cost {£2,000 to replace in 1950, 
then, surely £100 is a much nearer estimate of the 


- cost of its suse in 1950 than {50 (accepting for the 


moment ‘straight line’ instead of ‘reducing balance’). 
The difficulties of calculating replacement cost in 


| 


“The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


this way have, I think, been greatly exaggerated. 
There can be few managements who are not able 
to make a reasonable estimate of the probable life 
of any asset, or of its current replacement cost; 
or failing this, the trebling of pre-war cost would not, 
in most cases, be very far out. A depreciation charge 
(against the cash profits of the year) so calculated 
must be as near as anyone can be expected to get. 

This leaves the problem of arrears of replacement 
provisions in previous years. If the cost of replace- 
ment of an asset goes up, not only should the esti- 
mated cost of its use during the year be increased, 
but provisions made for replacement in previous 
years become inadequate. This, however, scarcely 
seems a fair charge against the year’s profits, but 
might more correctly be shown as an appropriation, 
either of previous accumulated profits, or failing that, 
of the current year’s; but surely the profit and loss 
account which disregards both current replacement 
cost and arrears is misleading, and accountants should 
try to obtain the best estimates they can to cover 
both eventualities, and to ensure that they are brought 


- to the notice of the business and its shareholders. - 


The essence of our duty perhaps lies in the profit 
and loss account rather than the balance sheet. By 
the foregoing means we can at least present a reason- 
ably accurate account of the results of a year in terms 
of the average value of the £ in that year, with 
appropriations to make good previous years, and in so 
doing fulfil our main dufy of preventing an over- ` 
statement of real profit. But the balance sheet is a. 


_ different matter; presentation in terms of a consistent 


monetary standard — our yard stretched to any given 
point — can perhaps only be achieved by a complete 
revaluation each year, which few of us would be 
ii does to suggest or contemplate. We accept 


` balance sheets now as a mixture of all sorts of different 


values of the £; let us leave it at that. Although we all 
accept debtors and creditors in a balance sheet as 
being nearly precise statements, no one attaches 
much significance to the figure at which fixed assets 
stand, unless it is a recent Valuation. 

There remains the problem of what is to be done 
in the balance sheet with the replacement provisions 
in excess of historical cost which we have charged- 
in our profit and loss account. This can perhaps best 
be answered- by creating a replacement reserve, 
which, as the fixed assets are replaced, can be trans- 
ferred to capital reserve, which, being added to 
share capital, simply represents the effects of inflation ` 
on thé monetary value of the fixed assets; or, if we 
ever achieve a new stable level of prices, the whole 


_reserve can be similarly transferred when provision 


has been made for replacement of all pre-inflation 


assets. Yours faithfully, 
Norwich. _ e E. HARTLEY: 
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Sir, — In reply to Mr Quiney’s letter appearing in 
your issue of July 18th, I should like to point out 
that I said nothing about the Government guarantee- 
ing markets; far from it. The decision to produce or 
not to produce is the responsibility of the business 
man — variations in the value of money is not. 

Whilst, in a short letter only broad principles 
can be covered, the following should give an indication 
of the steps involved: 

(a) At a fixed date, the general level of prices, 
would be ascertained. The number and variety of 
goods and services brought into the total would be.a 
matter of policy but naturally, the greater and more 
varied the selection, the more accurate would be the 
answer. As would be expected, subsidies, purchase 
tax, etc., would have a profound effect but would not 
make the task impossible. 


(b) The level so ascertained would be the index of ) 


the general level of prices, say an index of roo. The 
level would be ascertained again within a short period, 
preferably weekly, let us suppose that it has risen to 
Loop, Purchasing power would be withdrawn either 
through flexible taxation or bank credit restriction 
(the Government would have all control over bank 
credit, as it has now for all practical purposes). 
Later, if the index should fall to 99, purchasing power 
would be increased i.e. greater bank advances or say, 
a pension bonus, according to policy. The vital thing 
would be to keep the index at roo, 

Should it be suggested that the scheme would be 
too difficult to administer from a practical point of 

‘view, may I mention the Income Tax Act? 

Tt will be noted that this method does not interfere 
with business directly at all, the business’:aen taking 
the risks that they should take. In fact, the less 

_ Government interference in business the better from 
the point of view of operating the scheme. 

No doubt, over a period of a year or so, particularly 
at the start, the general level of prices would, in fact, 
vary, shall we say by as much as it does in one or two 
days at present? ` 

I should like to emphasize some of the advantages 
of a stable value for currency. 

{1) Savings are encouraged as no loss will be sus- 
tained through inflation. 

" (2) In an expanding economy the index will tend 
to fall continually, giving the Government a fund for 
use'in social services etc. 

(3) Should a government overspend, the extent 
and effects would be clear; a valuable protection for 
the public. 

(4) Workers could accept mechanization knowing 
that unemployment (except, perhaps, temporary) 
would be avoided and that directly or indirectly, 
they would benefit from the increased production. 

(5) Sterling would become of considerable value 
internationally in view of its stability. 

(6) Accounts prepared in the orthodox manner 
would be correct (for, perhaps, the first time). 

Yours faithfully, 


Hatnault, liford, Essex. å. J. NIELSEN. 
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Stock Values 
Sir, ~ The account of the discussion on this vital . 
subject published in the issue of July 25th, contains 
a good deal of most thoughtful and interesting ` 
reading. Unfortunately, like most discussions on 
this all-important subject, theory was permitted to 
govern the discussion. 

Bitter (and uninformed) criticism was levelled at 
that old warrior ‘market-price’, as a measurer of 
stock values. No voice was heard to say that (apart 
from a lower cost-price) there is no alternative to 
market-value. ‘Trading profits must so far as is 
humanly possible be stated in terms of cash. Only. a 
cash profit can be of any use in paying a dividend, 
paying the Revenue, or being used to Kaka? or 
rehabilitate the company. 

The Revenue would be more than startled if they 
were informed that they could be paid as to 8o pèr 
cent of their demand now and the remainder as and 
when the index of some price structure or other fell 
or rose a stated number of points. Yet theorists will 
tell us that profits are to be measured ‘not in cash but 
in price fluctuations or index values. 

Even where the profit is stated in terms of cash it 
may be some time before it is actually received in 
this form. Meantime, there may be cash disbursements 
of profits to be made. The circulating capital will 
have to be drawn on for this purpose. This is or may 
be a great risk. If, however, all the items of circulating 
capital (debtors, bills receivable and trading stocks) 
are reduced to terms of cash, this risk is reduced to'a 
minimum. Trading stocks must therefore be measured. 
at either cost-price or market-value, the lower of the 
two. By market-value must obviously be meant the ` 
value or price the stocks would fetch if taken on 
the date of the balance sheet back to the market 
where purchased in the first place and offered for 
sale in the quantities and condition in. ouch it 
exists at date of balance sheet. 

Yours faithfully, ‘ 
i E. HARMAN. | 

London, EC2. \ 


X 


e A \ 
Tax Relief: Adopted Children ~ 


Sm, — Our local Inspector has recently asked us to ` 
supply a certified copy of an entry in the records of 
the General Register Office in respect of the adoption 
of a child by one of our clients. 

Anyone who has been unfortunate enough to have 
wished for children of their own and having been 
unsuccessful, adopted a child is usually very Steg , 
to let the world know that the child is adopted or at 
least wish the world to forget the fact if only for the 
sake of the child. islation has been passed to 
assist such people and SEI efforts are being made. 
so that it will be impossible for a member of the 
general public to discover the fact. 

In a London or provincial town Inland Revenue 
office the number of cases handled known to the staff 
personally or indirectly must be comparatively 
small, but in the smaller towns and rural areas it is 


A 
if 


Bech 
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highly probable that the staff will know a large 
proportion of the cases directly or indirectly. 
In the circumstances do you not think it is time that 


wa the Revenue adopted a more considerate and humane 
attitude in this matter. Surely it should be sufficient ` 


for the Inspector to have the birth certificate which 


differs from others in no way; we refer, of course, to” 


the shortened form. In any case ha comp leted 
Form 11-2A the Inspector has all hes Sent to 
enable him to verify the position. 

Yours faithfully, 


Torquay. N. S. F. BLACKWOOD. 


[Our correspondent and readers will be interested ` 


in the following Parliamentary question and answer 
which is relevant to this matter: 


Mr JANNER asked the Chancellor of the Exchequer 


whether he is aware that, when parents who have - 


adopted a child are applying for -income-tax 
allowance on Form No. r1-2A, there appear the 
words, ‘Allowance for Adopted Children’, and that 
the names and addresses of the child’s natural 
parents are asked for; and whether he will have the 
heading and the request for natural parentage 
deleted from the form. | 

Mr Boyp-Carpenter: If, as I assume, the hon. 
member is referring to the case of a child adopted 
under the Adoption of Children Acts, the claim for 


income-tax relief should be made on Form 11-2,- 


the same form as is used where the child is the 
taxpayer's by birth. T'his form requests the taxpayer, 
on the occasion of a first claim in respect of a legally 
adopted child, to state the name and address of the 
child’s natural parents, if known. As only one 
income-tax allowance can be given in respect of the 
same child in a given year, and as both the natural 

` and the adoptive parents have a prima facie claim 
in the year of adoption, I do not think this question 
is unreasonable. (Hansard, January. 29th, 1952, 
Written Answers, Col. 5) — Editor.] 


Unqualified Accountants 
Sm, - Recent correspondence in the columns of 
The Accountant appears to reveal an alarming ignor- 
ance of the benefits provided and the services per- 
formed by secondary bodies of accountants not only 
to members but also to the public. 


~~ i My attention was drawn particularly to a statement 


ral 


that the Institute, the Society and the Association 
provided a means of obtaining a recognized qualifi- 
cation to all those who desired to follow the profession 
of accountant and that all other accountancy bodies 
were superfluous. The answer to such a surprising 
assertion is to be found in The Accountant dated July 
rh, under the heading “Twenty-Five Years Ago’. 
“The average chartered accountant of today has 
been educated at a cost of £500 to £1,500 (if at a 
Varsity). He has to pay anything from £100 to £300 
for articles, and receives a salary which i is n 
or even nil.’ 
Admittedly, the Association does not insist upon 
articles but it must be remembered that, prior to 
the absorption of the Institution of Certified Public 
Accountants, the status of the Association was not 
what it is today. 
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‘~~ Talso noticed a ‘suggestion’ that members of all the 
other accountancy bodies had not the learning to 
obtain one of the recognized qualifications open only 
to successful examination candidates. Does anyone 
‘really believe that all the other bodies of accountants 
grant membership in exchange for a cheque? Tap 
I may be permitted to refer, once again, to 

“Twenty-Five Years: Ago’ series of letters. A cor- 


-respondent of the year 1928 had very definite views 


on the subject. 

‘With regard to exarninations, I think that if your 
correspondent had had experience of coaching 
candidates for the various accountancy examinations, 
he would admit that the candidates entering for 
those of the junior bodies cannot be safely trained 
to a standard lower than that of those taking the 
examinations of the senior bodies. This is a fact 
drawn from experience.’ 

I am at a loss to understand why chartered, incor- 
porated and certified accountants are so jealous of 
the restricted activities of ‘unqualified’ competitors. 
If, as has been suggested, members of the recognized 
bodies are so superior in education, professional 
training and experience, WE have they to fear? 


"e faithfully, 
UNQUALIFIED 
QUALIFIED ACCOUNTANT. 


j Cheaper Litigation 

Sr, — I refer to the leading article in your issue of 
July 25th. Any steps to reduce the cost of litigation and 
to expedite the dispatch of business must be welcome 
to the layman. 

Recently I was involved in a case which, after the 
“delay of over a year, was heard in the High Court. 
Four counsel were engaged; solicitors, g 
clerks and their assistants were in Court and Gë 
"wan a mass of, documents, many of which were 
irrelevant. The case, which was a simple one, took 
some days and the costs on both sides amounted to 
several hundred pounds. 

With the consent of the parties, the matter might 
have been settled in half an hour by some process 
such as the hearing before a Master. 

Yours faithfully, 

© ECA 
Medium Practices: Fees 

Sa Mr Sproull’s admirable discourse (issue dated 

uly 4th) i indata in cold print what every thoughtful 

udit clerk has long suspected, that from the shrewd 

and ruthless employment of two competent clerks 

it should be possible for a practitioner to obtain for 

himself annually a cool £2,000 with no undue 
personal strain. 


The competent clerks (who are somebow never ` 


quite competent enough to suit his Nibs) would 
rub along with something around {500 a year, 
inferiority complexes and ulcers. 

e ONLOOKER. 
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INSTITUTE XI WIN CRICKET TROPHY ~~ 


“The Institute XI have had to wait twenty years for the 

satisfying experience of winning the Silver Challenge 
Trophy, presented by Mr Lawrence W. Robson, 
F.C.A., F.c.W.A., for the annual cricket match with the 
Law Society. A succession of drawn games and vic- 
tories to their opponents since 1933 have year by year 
been their sad lot, but now, in Coronation year, the 
match was won by a well-balanced side that took full 
advantage of a sticky wicket, wbich became easier as 
the day advanced to evening. 

The match took place at Wimbledon on July "eh, 
“when the Law Society won the toss and elected to bat. 

T. M. Sutton-Mattocks and G. F. Oakley opened their 
innings somewhat sensationally as the latter hit his 
wicket in the first over of the day when playing a late 
defensive stroke to a fast rising ball from B. W. Gate 
who started the bowling for the Institute. 

A. L. Wright then came to the wicket, and batted 
steadily with his partner, The luncheon interval arrived 
with a score of fifty for the loss of only one wicket; 
after lunch, however, the wicket began to take more 
spin and the collapse of the Law Society batting was 

- due almost entirely to the first-class slow bowling from 
A. Guthrie. Bowling slow left arm breaks from round 
the wicket, Guthrie had all the batsmen who faced 
him in difficulties and, supported by some brilliant 
catches by D. A. W. Bradley, B. J. A. Lowe in the 
sslip, and A. A. E. Morgan behind the wicket, he 
finished his afternoon’s work with the satisfying 
analysis of six wickets for thirty-five runs. 

The score of ninety-four all out at four o’clock in 
the afternoon, left the Institute all the time in the 
world to get the runs required to win. 

B. J. A. Lowe and B. D. Barton opened the Institute’s 
innings and disaster came almost immediately as 
Lowe was well taken by Sutton-Mattocks, fielding at 
first slip, after scoring only two runs. J. W. H. May 
then joined Barton and runs began to come rather 
more freely; but the second wicket fell with the score 
at twenty-four when Barton was brilliantly taken by 
Oakley fielding at cover point. May was then joined 
by A. A. E Morgan who was taken in the slips from 
the bowling of R. L. Clarke after he had scored a very 


useful fifteen runs. The next man in, T. B. Stafford, 
struck out at the bowling straight away and victoiy 
came at five-thirty in the afternoon with only three ` 
Institute wickets down. 

So at long last the Institute defeated their rivals of 
the legal profession and the Law Society captain, 
T. L. Outhwaite, performed the ceremony of handing 
over the Challenge Trophy to L. W. Robson, captain 
of the Institute XI. 


The scores were: 
Tue Law Society 


T. M. Sutton-Mattocks, c. Lowe, b. Guthrie 40 7 

G. F. Oakley, bit wicket, b. Gate A d o 
A. L. Wright, c. Barton, b. Ford i 16 
R. R. Maddison, c. Bradley, b. Guthrie 8 
C. C. Russell-Vick, c. Bradley, b. Guthrie 9 
R. L. Clarke, c. Morgan, b. Guthrie o 
S. Mundy, c. Morgan, b. May 2 
W. O. Nicholls, c. Bradley, e Guthrie | o 
G. M. Lewis, b. May .. 2 
H. Malden, not out d 7 
T. L. Outhwaite, c. Lowe, b. Guthrie” GN -6 
Extras 4 
TOTAL .. Ae Mia! 


Bowling: B. W. Gate 4-0-13~1; D. A. W . Bradley 3—1 ane 
A. Guthrie 14~-3-36-6; G. Ford 8-0-20-1; 
J. W. H. May 6-2-16-2. 
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B. J. A. Lowe, c. Sutton-Mattocks, b. Clarke z “a 
B. D. Barton, c. Oakley, b. Maddison ee 1. 10 
J. W. H. May, not out .. .- 68 
A. A. E. Morgan, c. Sutton-Mattocks, ‘D. Clarke |. I5 
T. B. Stafford, not out .. sa ZE 

Extras SS ES 





Torar (3 wkts.) .. 102 
D. A. W. Bradley, M. G. Varcoe, G. Ford, B. W. Gate, 
A. Guthrie, L. W. Robson (Captain), did not bat. 
Bowling: R. L. Clarke 13-3-39~2; W. O. Nicholls 7-2-17--0; 
. R. R. Maddison s~1~17-1; T. L. Outhwaite 


5-I-27~-0, 


NOTES AND NOTICES S 


Personal 

Messrs J. & A. W. SULLY & Co, Chartered Account- 
ants, announce the resignation from their Wells 
practice of Messrs E. R. Grecory, P. R. Jouns and 
J. B. Cusicort, and the admission to that practice of 
Mr F. L. K. Crows, who is already a partner at 
Weston-super-Mare, and at Bristol and London. 
The Wells partnership is now composed of Messrs 
A. V. Sutiy, F. G. F. Drake, F. L. K. Crowe and 
W. B. WEvELL. Messrs E. R. Gregory, P. R. 
Jouns and J. B. Concorr remain partners in the 
Bridgwater and South Molton practices of the firm. 

Messrs L. & S. HALPERN announce that as from 
July zoth, they have moved to new offices at Frith 
House, Church Street, Croydon, SCH Telephone: 

Croydon 7592. 


Professional Notes 
Mr J. E Rowe, a.c.a., has been appointed a director 
of The Birmingham Small Arms Company Ltd. 
Mr D. J. Kean, T.D., F.C.A., a partner in the firm of 
Russell Tillett & Co, Chartered Accountants, has 
been appointed a director of Holborn and Frascati 
Ltd. 
Obituary 
CHARLES JAMES Marcu, F.C.A. 
It is with regret that we record the death, on July 
23rd, of Mr Charles James March, F.c.a., a former 
senior partner in the firm of W. B. Keen & Co, 
Chartered Accountants, of London. 
Mr March, who was in his ninety-third year, was 
educated at the City of London School and began 
his career with Messrs P D Smart & Co, later join- 


man 


E 


ES 
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ing the staff of Messrs Deloitte, Dever & Griffiths. 

~ He passed the Final examination of the Institute 
in June 1883, and commenced to practice on Decem- 
ber rst, 1883, in partnership with the late William 
Brock Keen. He was elected a Fellow of the Institute 
in February 1890. 

Mr March retired from practice on June 30th, 
1941, after sixty-three years in the City, and, owing 
to failing eyesight, resigned his membership of the 
Institute in February 1943. 

His younger brother, the late Mr R. H. March, 

served as President of the Institute for the year 

27-28. 


Fad In Parliament 


Excess Prorirs Tax: DEFERRED REPAIRS 

Mr D. Marsma asked the Chancellor of the 
Exchequer in view of the fact that the time limit 
within which repairs deferred from the excess profits 
tax period can be done and still qualify for relief 
from excess profits tax will expire on March 
1954, and that some such repairs have still not ee 
carried out, whether he is prepared to recommend an 
extension of the time limit. 

Mr R. A. Burer: I have carefully considered the 
point to which my hon. friend refers. This time limit 
would originally have expired at the end of 1949, 
and has already been extended twice. By the end of 


next March taxpayers liable to excess profits tax ` 


will have had more than seven years from the end of 
1946, when excess profits tax ceased to be charged, 

_ to carry out any repairs which were deferred during 
the excess profits tax period. It is most important 
to settle all excess profits tax liabilities as soon as 

+ possible, and any extension of the deferred repairs 
time limit would involve further delay in clearing up 
the tax. In these circumstances, I regret that I 
cannot entertain the suggestion that the time limit 
for carrying out such repairs should be extended 
beyond March 31st next. 


Hansard, July 16th, 1953. Written Answers,Cols. 188-9. 


War GRATUITIES AND POST-WAR CREDITS” 
LIKUT.-COLONEL Lipron asked the- Secretary of 


-State for War how many claims for war gratuity and 


post- war credits were received after January st, 
1953; and what is the total amount that has been 
ow 
Mr Hran: 3,450 claims have been received since 
January ist, 1953: but their investigation has shown 
that more than 3,350 of the applicants had either 
already been paid or had no entitlement. The total 
amount disallowed is approximately £730. 


Hansard, July 14th, 1953. Oral Answers, Col. 1880. ` 


ae 


Double Taxation: Greece 
The double taxation convention between the United 
Kingdom and Greece, signed in Athens on June 25th, 
has now been published.' The convention has yet to 
be ratified by the United Kingdom. 
1 Cmd. 8898. H.M.S.O. 6d net. 
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The Scottish Council 


..A new advisory committee of thirty members has 


been formed to assist the London committee of the 
Scottish Council (Development and Industry). The 
members are all Scotsmen distinguished in particular 
spheres of interest, and among them gre the following 
eight members of The Institute of Chartered 
Accountants of Scotland: Sir Alexander Aikman, 
GIE. Mr R. S. Cumming; Mr George Duncan; 


` Sir John Morison; Mr J. A. D. Paton; Mr R. D 


Stewart and Mr D. Taylor-Smith. 

The first meeting of the new committee was held 
on July 16th, when Lord Bilsland, President of the 
Council, stated that the committee would be valuable 
in providing information from their wide knowledge 
and experience of British industry, on tendencies 
and matters generally affecting Scotland. 


Special Commissioners of Income-tax 


Tt has been announced by the Board of Inland Rev- 
enue that the Lords Commissioners of H.M. Treasury 
have appointed Mr Frederick Gilbert and Mr 
Richard William Quayle, opp. to be Special 
Commissioners of Income-Tax. 


Incorporated Accountants’ Hull and District 
Society 


At a recent meeting of the Incorporated Accountants’ 
Hull and District Society, the following officers 
were elected for the enauing year: 

President: Mr R. L. Davy, F.S.A.A. 

Senior Vice-President: Mr H. S. Kennington, F.8.A.A. 

Junior Vice-President: Mr F. L. Gardiner, F.8.A.A. 


Hon. Secretary: Mr A. Jarratt, A.B.A.A., 52 PER 
Street, Hull. 


Hon. Treasurer: Mr R. T. Addy, A.8.A.A. 

Hon. Librarian: Mr G. M. Mowforth, A.8.A.a. 
Committee: Messrs J. A. Flowers, a.3.A.a.; S. King, 
G. M. Mowforth, a.s.a.a.; C. H. Po 0.B.E., 
¥8.A4.; H N. Raine, F.8.A.A.; J. Reynolds, A.8.A.A.; and 
H. Scott, A.S.A.A. > 


Incorporated Accountants’ Newcastle upon 
Tyne and District Society 


The fifty-sixth annual general meeting of the 
Incorporated Accountants’ Newcastle upon Tyne 
and District Society was held in eene. e on July 
3rd, when the following officers were elected for 
1953-54 

President: Mr J. E. Spoors, F.3.4.A. 

Vice-President: Mr A. Boyd, F.S.A.A. 

Hon, Secretary: Mr J. 5. A. Peffers, AS AA. 

Mr J. E. Ibbotson, ASA 8. was elected to the 
committee and five retiring members, Messrs 
C. P. Barrowcliff, ¥.3.A.A., L. C. Bye, a.s.a.a., A. Bo 
Rana, G. Stalker, B.COM., F.S.A.A., and J. Teler 
M.COM., F.8.A.A. were re-elected. The retiring presi- 


-dent, Mr T. Jewitt, F.8.A.A., referred to the sad loss 


to the society by the death of Mr C. C. Akers, F.S.A.A., 
Vice-President. ° 
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Prevention of Fraud (Investments) Act, 1939 
The 1953 edition of the annual publication, Pre- 
vention of fraud (Investments)', giving particulars of 
persons and firms authorized to carry on the business 
of dealing in securities has been issued by the Board 
of Trade. The publication gives the names and 
addresses of holders of principals’ licences, members 
of recognized Stock Exchanges and of recognized 
associations of dealers in securities, and exempted 
dealers. It also gives particulars of authorized unit 
trust schemes. 


The Association of Certified and Corporate 
Accountants 


The Lord Mayor of Birmingham, Alderman G. H. W. 


Griffith, J.P., F.A.C.C.A, and the Lady Mayoress, 


Mrs Griffith, were the guests of honour at a recent 
luncheon given at The Grand Hotel, Birmingham, by 
the President and Council of the Association. 


Chartered Accountants’ Hockey Club 
The Chartered Accountants’ Hockey Club is playing 
the Bank of England in a match at the B of 
England Sports Ground, Priory Lane, Roehampton, 
on Wednesday, August 12th; bully off 6.30 p.m. An 
invitation to this summer match is extended to 
members and articled clerks who are interested. 


1 H.M.S.0.;, 1s gd, by post rs 114, 
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SEVENTY-FIVE YEARS AGO 
From Whe Accountant or AUGUST 3RD, 1878 
A Note in Passing ; 
“Legal” Criticism — 
What can have occurred to sour the sweet temper of 
our contemporary the Law Times? We know what 
affectionate solicitude it, as a rule, shows for account- 
ants, and how tenderly regardful it is of the best 
interests of professional trustees. But in its last issue 
some malignant person, taking advantage evidently of 
the summer outing of the worthy editor, has dipped 
that functionary’s pen in gall instead of the honeyed 
mixture which usually serves the purpose of ink when 
accountants are in the question. “We have already 
said,” acridly remarks this editorial substitute, ‘‘that , 
no bankruptcy reform will be worth having which ` 
does not give the quietus to the present system, by 
which so-called accountant trustees (l!) can get the 
estates of insolvent persons into their own hands, and 
make charges out of all proportion to actual services 
rendered.” This legal romancer then recounts what 
it terms “a singular matter’-——-which is, indeed, 
“matter” from which “mind” is totally eliminated. 
The gist of it seems to be that whereas a certain com- 
pounding debtor was able to get his solicitor’s costs 
taxed, he could not diminish his accountant’s charges. 
It strikes us that we have heard of such cases before, 
thus showing that the law is not altogether blind. 


ACCOUNTANTS’ CROSSWORD 


Compiled by KENNETH TRICKETT, A.S.A.A. 
The solution will be published next week. 


S Ss ZS Wa d p e 


SS Si vo ie 
ACROSS 


1. The sort of stock that can be got from remedial beer (12). 
g. Cancel (7). 
10. Assorted manures (7). 





. Apparently he’s not deaf (7). 

. Kind of allowance (7). . 

. Sell five and then finish (4). 

. Ordinal (9). 

. Confinement on anticipation of trade? (9) 

. A matter of interest GE 

. Little more than a mutilated insect, but useful to the 
typist (7). 

. Have existence, like a partnership (7). 

. The journalist’s business (7). 

. Tax expert’s word for getting up (7): 

. Infantile gem (anagram) (two words, 5, 7). 


DOWN 


. What’s left (7). 
Confused ways out (5). 
. Put 12 and ro on the back (7). 


. He must practise alone (9). 

. Scrutinize (7). 

. Break the law? Why? To get rich! (7). 

. This monetary unit is fixed, of course (4). 

. Management (9). 

. He may have begun as an executor (7). 

. County official (7). 

. Such a contract is void (7). 

20. Having made it clear how most of it was to be dealt 
with (7) 

22. By means of which we train for the examinations (7). 

23. Stock Exchange dealer (4). 

26, Put up (5). 
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THE INSTITUTE OF CHARTERED 
` ACCOUNTANTS IN ENGLAND AND WALES 


Results of Examinations held in May 1953 
FINAL EXAMINATION 


Held on May 26th, 27th, 28th and 29th, 1953 
Certificates of Merit with Prizes Awarded 
First Certificate of Merit, the Institute Prize, the Walter Knox Scholarship and the Plender Prize for the English Law (Part II) paper 
, Dudley Lawrence (F. H. C. Christmas), London, 


Second Certificate of Merit, the W. B. Peat Medal and Prize and the Plender Prize for the English Law (Part I) paper 
i Sergeant, Peter (E, A. Radford), Woking. 


"re ` Second Certificate of Merit 
; More, Alexander Victor John (C. H. Mead), London. 


Fourth Certificate of Merit, the Plender Prizes for the Auditing and General Financial Knowledge and Cost Accounting papers 
Steare, John Crossley (A. Smith), Manchester. 


Fourth Certificate of Merit 
Carter, George (B. Asquith), Leeds. 
Full List of Names of Successful Candidates 
(in alphabetical order) 


Adams, J. G. (R. G. Pegler), London, Catchpole, N, R. A. (L. M. eee London. 
Ainsworth, A. AG SE lackburn. Cazalet, R. P. S. G. (J. F. T. Nangle), London. 
Alderdice, K KN on Tyne. Chalk, V. ©. a J. Wells), London. 

Allen, P. G. (formerly with CM , deceased), London. . Chalkowski Ge Brandes), London, 

Allen, R. N. (C. L. Wykes), oe haplin, S. F. (D. A. Smith), Stafford. 

Alles, J. N. (W. Roaser-James), London, Chapman, W. g- L. Simpson), Bradford. 
Amin, T. (C. J. Hayward), London. Cheale, J. D. O. Frank), Lewes. 
Amsterdam, D. (E. H. Brandt), London, Clark, J. (E. W. Hammon ), Darlington. 
Andrews, J. R. (E. R. Hill), Nottingham. Clark, T. A. (H. R. Smith), Live L 
een B N. Be W. Antoine), London, Clarke, P. N 


B. P. (K. C. Foster), London. G. (W. E. 
vi Austin, J; D. D. (E T. Rots), London. Clock, dere EE 
H. (L. B. Prince), London. Coey, J zE; W. raters), London. 


Ta 
sl b 
i 


S. , Grays. 
Badley, R. C (H. C. Mather), Ormskirk, Coleman, J. L. (P. V. Rising), London. 
Badrock, SG Haywood), Bolton. _ Coleman, M. L. (G. F. Wildash), Worthing. 
Bagshawe, N. T. (H. W. Sydenham), London. Collins, R. M. (S. K. Stott), Manchester. 
Bainbridge, D, T. (V, W. w, Heslop), Darlington. Collins, W. SC E. E. V. Rowley), Leicester. 
Bamford, Ġ. P, (H. T. Brown), Liverpool, Condlyffe, J. D g. W. W. Richardson), Stourbridge. 
Barlow, C. R, (F, T, Wright), London. Connell, J.C. S$. (R. W. C. Dunn), Birmingham. 
Barragan, F. A. (E, W, Lowe), London. Cook, D. S. (C. H. I. Chown), Ilford. 
Barrett, H. t C. W, Phillips), Oxford. Cooke, R. G. G. (E. P. Thornhill), Bristol. 
Bartlett, R. L. McGillivray), London. Cooper, A. V. (C. Croxton-Smith), Bristol. 
Bashall, G, F. . Donaldson) Preston, Cooper-Parry, R. G. (K. C. Makinson), Burton-on-Trent. 
Baxter, P, (D. V. L. Craddock), Readi Coren, A. di H. Ascher), London. 
Beaty, N. L. (J. N, Paul), Barnard Cast 8. Corkiah, (D. K. Gourlay), Live L 


N. D. 
Bell, E. A. (G. H, Bowler), Liverpool. ` Corringham, A. F. M. (W. O. Smedley), London. 
A 


Bery, B, L. (L, Madge), Croydon. Cox, P. A. C. (H. F. Dauncey), London. 
Bevins, E, R. (W. H. Horsfall), Liverpool. Craig, W. (E. Royce), Manchester. 
Black, J. R. ©. (R, Horton), Derby. Crawford, 8. D. CN . Morris), Manchester. 
Blackburn, C, S. (D. C. S, Downs), Hull. Crick, J. L. M. (C. M. Skinner), Manchester. 
Blackburn, M. J. (R. H. MacIntyre), London. Cropper, R. H. (H. Squires), Dewsbury. 
Blagg, C. D, (J. Eccleshall), Nottingham. Cundy, A. B. (H. F. Palmer), Nottingham. 

+ Bloor, J. C. A. R. (A. E. Burton), London, 

7 Boyd, G, B. M. (C, L. Davies), Leeda Daly, T. P. g. D. C. Stone), London. 
Brand, J. D. (R, E. Goate), Canterbury. Daniels, H. N. (H. Lemmon), King’s Lynn 
SE P. G. S. (J. D. Shepard), Tondon Davidson, D. L. H. (E. D. asden), London 
Bristow, R. L. (A. A Roberts), London Davson, C. M. E. (L. H. Norman), London. 
Brittain, J. H. (A. Ball), Manchester. Dearne, H. SC . Lundy), Sunderland. 
Brooks, J. D. w Yarwood), w Desmond, J. T. B. (C. G. y Silcock), Guildford. 

rown, L. G. W, (C. Mourant), London. Dixon, N. W, (J, F. Allan), Liverpool. 
Brown, R. A, A. (D. C. Wilson), London Dodwell, B. S. (L. J. Culshaw), London. 
Buchanan, J. H. (P. C. Lloyd), Liverpool Dollimore, H. G N. Chapman), London. 
Bullin, J, E (A. N, Myers), € ambri Donert, J. B. ( XP ondon. 
EH M. A (W. J. ing), London Douthwaite, ox J. Pulleyn), York. 
Burns, CG SCH Q. Larkin), Liverpool. Dutton, G. 'P, (G. SE Harris), London. 
Burton, K. H. H. A. R. J. Wilson), London. 
Burtwell, G. A. (C. J. Coming) Lan London. Eades, G. R. (N. G. Bascombe), Bristol. 
Butters, D. CR Ss. Braime), Leeds Eallett, E. G. (G. T. Schofield), London. 

Easdale, H. T. (N. B. Nutt), London. 

Cain, J. C. CW ae J; F. foke Liverpo Eason, D. H. B. (H. A. Hutchins), London. 
Capes, G ta), SE Eastwood, D. A. (R. A. Hornby), Preston. 


Careless, S. J. iW, id Nove Birmingham. 
Carroll, B.J R Fieldhouse), Manchester. 
*Carter, G. k Asquith), 


Cartwright, J. M. Ko ee London. 


Eckersley, D. W. (formerly with F. Youatt, geet. Man- 
ester. 

Eckersley, G. R. C. (C. H.: Cockerill), Sheffield. 

Eldridge, W. H. (S. H. Smith), London. 


$ See also Certificates of Merit above. S 
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Elliott, D. M. (A. S. Donald), Bournemouth. 


Ellis, $. (H. E Strachan), Hull. 

Ellis, W. E. G. HCJ J. 5 Fucking), Nottingham. 
Ellison, J. S. (W ), Liverpool. 

Ellison, cE: ya nighn, London. 
Emsley, A. Tel G. Hanwell Hull. 
Evans, D. E (G. H. Bowler), Liverpool. 


Everard, G. a SI (D. H. Cantrell), London, 
Ezekiel, "pp S. (HL H. de C., Moore), London. 


Fairclough, M. B. (formerly with H. P. Carter, deceased), 
London. 

Farmer, M. (O. M. Darton), London. 

Fergusson, R. A. (H. Cook), Wolverhampton. 

Foggert J J: 2 SM R. Fairclough), Liverpool. 


Foord, R (b: H. Stewart), Manchester. 
ONET CN P ‘reernan), London. 
Frier, B, R. (C. C. L. Randall), London, 


Frier, I. J. (E. E. Wilding), London. 
Frith, J. S. (J. Frith), Manchester. 
Fritz, R. M. (R. W. West), London. 


Gamble, H. C. (L. Jacobs), London. 

Gammon, S. J. (H. Birch), Manchester, 

Geipel, T. A. (A. H. McRobert), Leeds. 

Gent, G. E. (H. J. Jones), Lon on. 

Ghandi, D. K. J. W. G. Cocke), London. 

Gibbs, D D. H. ndon. 
B. 


Gibbs, N. (A. ‘i 
Gibson, R. H. A. amh Be Barnsley. 
Gill, C. B. H. (H. C. Gill), Manchester, 
. (K. S. Withers), Manchester. 

Goide, D. I. (M. E. Smith), London. 
Grant, D. I. (W. L. Barrows), Birmingham. 
Grant, E. J. (T. W. Belboy); London. 
D. R Vi hnson), London. 

B. Read), North Shields. 
F. (B. Marsh), London. 
Green, A. B. (G. W. Drake), London. 
ancheater. 


ood, W. (A. H. Taylor), Halifax. 
drod, G. K, (T. Holden), Fleetwood. 
Gusterson, R. G. (C. H. Dew), Leamington Spa. 


Hack, J. Re (PRA R. Ees), Worthing. 
Haddleton Portergill), Banbury. 
Haines, DG te c. Ratnage), London. 
Hall, E F. (G. S. Kerr), London. 

Ham, R . (P. Westhead), Manchester. 
Hamill, G. (M. J. H. Morton), Grimsby. 
Hamilton, (E. H. Wingfield), London. 
Hamilton, Je Z (W. Broad), London. 
Hanna, H. Y. (A. K. Gill), Leeds. 
Hannam, P, . Russam), Bradford. 
Hargreaves, A. e (H. C. Davie), Blackburn. 
Harland, C. (A. L. Harland), Stockton-on-Tees. 
Hawkins, J. W. M. B. Hewitt), Leeda, 
Hayim, D. A. (C. M. Duncan), London. 
Hays, D. (G. F. Daviea), London. 


TEARD L. (T. R. Hoddell), Nuneaton. 
Hector, G ai . Holt), Manchester. 
Hedges, D . J. (formerly with R. W. Thornton, deceased), 
Herdman, R. H. L. (R. L. Owen), Bristol. 
Hewins, R. (A. S. Hill), Coventry. 
Hibbert, N. F. (J. A. Basden), London. 
Hill, E. H. (P. F. Granger), Nottingham. 
Hiscocks, W. B. (F. Hiscocks), Liverpool. 
Hobson, H. J. (J. G. A. Ellis), Portsmouth. 
Hobson, O. W. (G. A. J. Morris), London. 
Hodder, G. J. W. Es C. Muggleton), Birmingham. 
Holden, R. B. (J. agar), ckburn. 
Hollis, W. (R. W. Frost), London, 
Holt, CG D. (J. E. GN London. (Plender Prize for the 
Taxation paper.) 

Horeell, R. I. (H. R. Tebb), Leeds. 
Horsman, D. A. C. (H. R. Davison), Barnstaple. 
Hosp, P. R. (E. N. ead), London. 
Howarth, G. G. G: Woodyer), Liverpool 
Howarth, R. (L. J. Hulme), Manchester. 
Hufford, Ce . (F. G. Peacock), London. 

F. C. Young), sheffield. 


pence o! . S. 

ley, G. A . Bond), Sheffield. 

Humphreys, A. C J. (L. M. G. Harris), London. 
Hunt, Miss G. (L. M. Biggs), Guildford. . 


s * See also Certificates of Merit above. 
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Hurst, J . G. Davies), Liverpool. 
ee 3 (B. Franklin), London. 


Ingham, G. (A. L. Gibson), Bradford. 


—— 


Innes, J. D. G F.R Baguley}, London. 
Irvine, A. p Ee with J. S. Brittain, deceased), London, 
Ieenblatt, S . H. Schotness), London. 


Isherwood, A . Œœ. Martin}, Bolton. 


Jarred, E W. (J. C. Sheldrake), Chelmsford. 
Jee, J. F. (H. Stones), Hinckley. 
Jenner, Së H. (G. Place), East Grinstead. (Frederick Whinney 
and the Plender Prize for the Advanced Accounting 
paper.) 
. E. (Q. S. Holmes), Sheffield. 
Jennin D. J. (F. Winn), London. 
SEN (ŒH. R. Elliott), Worthing. 
pee E. H. (R. N. Roberta), Liverpool. 
Jobri, T. B. (S. Trent), London. 
. R. C. Weber), Cardiff. 


ones, K. W. Œ. H. Orford), London. 
Jones, P. B. (N. T. Afford), Nantwich. 
Jones, W. H. (A. B. Snow), Hanley. 
Joughin, M. J. (F. C. A. Ledsam), Birmingham. 
Jowitt, J. B. (A. C. Goddard), London. 
Keeler, A. E. (W. A. Wheatcroft), Sheffield. 
Kelland, R. J. L. (R. B. Dixon), Birmingham. 
Kenyon, R. J. (F. W. Buck), Manchester. 
Khanna, S. C. tE. Manby), London. : 
Kilpatrick, BR 9. F. Furnival-Jones), London. 
King, D. (J. H. Golcher), Leicester. 
Kirby, P. S. (L. M. Turnbull), London. 
Kirk, R. (C. H. Meed), London. 
Knight, J. L. (L. J. Culshaw), London. 
Knowles, R. B, (T. S. Rawlinson), Bradford. 
Koch, E. M. (M. J. Goldburgh), London. ` 
Langford, P. G. (O. W. Horne), Portsmouth. 
Langley, K. J. (formerly with H. G. Evans, deceased), ‘London. 
pa hes H. E. C. (D. J. Black), London. 
Laws, S E A. E En Rewcastle upon Tyne. 
Lawson, P. (G. B. Robins), H 
Lebbell, D. (R. W. Metcalf), EEN 
Ledingham, G. M. (W. L. Gallant), Leeda. 
Lee, A. P. (W. Taylor), Burnley. 
Lee, M. G. (C. H. Ansell), London. 
Lees, G. R. (B. J. Davis), London. 
Leigh, C. V, (Wallace Cash), London. 
Leigh, K. (K, Todd), Leicester. 
Leigh, M. P. V. (A. Jolly), Brighton. 
Lever, a M. (H. keveni London. 
is, R. W. (C. G. Jolliffe), Newport, Mon. 
Lewsey, W. E G. H. Smith), Scarborough. 
Lloyd, G, L. SN A. Couzens), London. 
Lord, J. W. F. Hudson), London. (Plender Prize for the 
A d Acci counting (Part I) paper.) 
Lugg, D. J. (J. W. e), Truro. 
Lusk, B. H. (J. B..P. Williamson), London. 
McDonald, T. (H. Squires), Dewsbury. 
McGill, J. F. (E. N. g Jotcey-Cecil), London. 
Moeh, C E . Bond), Southport. 
McKenzie, J. . McP. McKenzie), Birmingham. 
Maitland, J. S. Notes. H. Gillett), London. ' 
Makin, P. (S. R. Aldrich), Preston. 
VPA P. (L. V. oe London. 
.G.D H. Collier), London. 
Marie, G. (E. B. Co GE London. 
L. (A. C. H. King), London. 
SC Ta . N. (K. R. Cork), London," 
Marwood, M. H. (B. H. Brewill), Nottingham. 
Mason, W. N. (A. Golland}, Rochdale. 
Mawdaley, T. A. (J. M. Hanmer), Liverpool. 
Mayers, G. (J. Talbot), Liverpool. 


Meacham, M. B. (H Sanders), Wolverhampton. 
Mellora, E. (B. H. Brewill), Nottingham. 
Mesher, H. C. Fi Ewen), London. 
Miller, E. (R. E. Macfa EC Newcastle upon Tyne. 
Miller, L. R. R. (W. G. Payne), London. 
Mitchell, A. E. Ke Mitchell), d hesterfield. 
Money-Coutts, N. (Sir N. E. Waterhouse), London. 
Morcom, G. C. (S. L. Forwood), London. 

Shore, A. V. J. (C. H. Mead), London. 
Morgan, Mrs A. M. E. (E. E. Davies), Cardiff. 
Mosert, H. (F. C. Griffiths), London. 
Moses, D. J. (G. H. Roberts}, London. 
Moss, R. H. (V. L. Passer), ondon. 
Mould, J.G. (Œ. T. Thurlow), Guildford. 
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Neal, C. P. (H. Holt), Manchester, 

Newnan Kai har G. de Mesquita), London. 
Niazi, M F. V. Sinden) London. 
Nichols. J. W A ei (W. T. Williams), London. 
Normandale, C. J. (C. U. Peat), London. 


„apy Tutte, G: SE (formerly with J. E. Pilkington, deceased), St 


Annes-on-Sea, 
Nuttall, J. M. (G. N. Ward), Keswick. 


O'Neill, T. R. D. (R. L. Patchett), Scunthorpe. 
Osborne, JT RJ J. Osborne), London. 
Overton, R D.R Œ. Raw el, Blackpool. 


Page, J. M. are G. Youngs), Norwich. 
Palfreyman, (E. M. Butterworth), Derby. 
Parker, L. (E. J GC Nabarro), London. 


uc Parkes, K. R. (0. Tuckey), Birmingham. 


 atterson, I, J. (ŒH. N. Butler), London. 
"mme, C. (F. Potts), Wi 


eers, B. C. 
stelczer, O. , Dewsbury. 
Percival, G. (E. ee ‘it oi? Manchester: 
Perkins, D. F edsam), Birmingham. 
Perrott, J. Oe Sé pels London, 


Peters, J. S. d Së E Swansea. 

Pickles, G. A. (W. E. R. Short), Liverpool. 

Pinder, J. M. (C. SC London, 

Pitkethly, G. E. (G. Magnay), Newcastle upon Tyne. 
Pitman, A, L. (G. de F. Gibson), Southport. 


Plater, J. R. . E. C. Offer), Oxford. 
Pollock, R. Gr, Ireland), Birmingham. 
Prashker, S L. , Lubbock), London. 


Prest, J. S. D, T. Whatmore), London. 
Preston, J. K. (wW. R. Carter), Manchester. 

Price, gp (A, Forsyth), Derby. 

Purcell, M. P. (H. T. Nicholson), Liverpool. 
Pybus, A. W. (G. A. Raymond), Tunbridge Wells. 


Quinn, A. (K. H. Wrigley), Birkenhead. 
Radstone, J. (W. L 


Raine, G. S. M Holroyde), Bradford, 
SC Rajan, F. S. (E. E. Boyles), London. 
“Ran, Si D. L F. H, C. SH igtmas), London 


B. M. PN Lond Liverpool. 

. Cucksey), London. ` 
Richards, R. K. (R. L. B. uettier), London. 
i . Holland), London. 
Riddell, J. R, (R. H. Hilton- ones) Shrewabury. 

i . C. T. Lane}, London. 
Ttoberts, B. A. (H. Norman), London, 
Roberts, D. B. , A. Dodd), Manchester, 
Roberts, N. R. (B. Sé Ducker), London. 
Rogers, A. J, (A. R. Avens), ortamouth. 

. F. (E. D. Makepeace), London. 

Rose, B. D. (J. T. Corbett), London. 
Ross, P. F. (L. Ross), Ma on, Shropshire. 
Rowe, D. C. (M. Shep aidenhead. 
~ Royal, P. (formerly SEN 8. W. Rowland, deceased), London, 


Sambanthar, R. T. (B. W. Beech), London. 

Sampson, R. T. (H. W. May), Chelmsford. 

Sandi He? J. (J. Morris), Manchester. 

Scott, J. ee W. Lowe), Liverpool. 

Scrine, J. H. (W. Wallace), Brighton. 

Seed, W. J. (formerl with T. Seed, deceased), Manchester. 
*Sergeant, P. (E. A. Radford), Woking. 

Sewell, J. (K, W. SE Reading. 

Seymour G. (A. R Tyer, East Grinstead. 


Shalit, D. M. (K. M. Scott), London, 
Shaw, G. J. (P. T. Duxbury), North Shields. 
Sheldon, R. S. (E. R. Norman), London. 


Shepherd, J. B. (A. H. McRobert), Leeds. 
Simons, 5. (P. R. Hart), London. 

Skett, J. C. (P. J. Garland), Birmingham. 
Skidmore, J. L. (A. G. Thomas), Sheffield. 
Skinner, W. J. (A. S. Donald), Bournemouth. 
Smith, F. S. R. (G, W. Roberts), Bradford. 
Smith, J. L (J. W. Morrell), London. 

Smith, P. W. (D. Roberts), London. 


BC ech W. Williams, deceased), London. 
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. Harrison), Horsham. 
. C. W. Owen), Cardiff, 
. Fowler), Manchester. 
arris), London. 
D. S. Osborne), Birmingham. 
arliale. 


*Steare, J. C. (A, Smith), Manchester. 
Stiles, B, (E. F. Weston), London. 
Sturgess, D. A. (J. L. SC Derby. 
Sutton, J. (T. A. V. Sutton), Stockport. 
Swallow, B. (T. R. Swallow), Oldham. 


Tait, P. de . J. Brannan), London. 
Tarsh, P (Ss. R. Stammers), Brighton. 
Taylor, GC A. (E. G. Turner), Manchester. 


Taylor, M. R. (C. H. Starbuck), Birmingham. 

Te pend N. (A. G. Bodimgheld), Sli ' Sheffield. 

Tetley, S. J. (E. H. Glaisby), 

Thomas, G: . (G. S. Norris), e 

Thomasson, J. fei (L. W. Crowther), Bolton. 
e R D (T. Dowell), Carlisle. 
Thompson, C. G. (T. C. Y. Hughes), London, 
Thompson, H Een 'E E. Heppard), Blackburn. 
rampan E (E. W., B. Cotterell), Birminghami, 


horman, LL. L. Thompson), Birming 
er TR (E. K. Murfitt), Nelson. 
Thwaites, Misan AEn N. Griffith), Kendal. 
Torry, La Wee Wey . Lodge), London. 
Townsend, M Re (A A. Davies), Birmingham. 
Tregoning, B "e Bice), Truro. 
Trigga, R. J. (EL W. EE London. 
Eom Ai H DN , Le Norris), London. 
Tubby, D. A. A F. Christlieb), London. - + 
Tuckman kman, S. I. White), London. 


Twist, D. W. Ce (F. J. Frodsham), Liverpool. 
Tyzack, R. (C. a Smith), Sheffield. 


Ullman, J. (D. B. Hirshfield), London. 
Vinter, A. J. (A. W. H. Turketine), London. 


Waning G. G, Goode), Birmingham. 
alsh, J. SRB Burford) wots 
Waha d i ` C Kin, korn) Bradford. 


Walton, A, R. KE Walton), Leeds, 
Walton, R. CH E Thornton), Oxford. 


Ward, A. G. Perk Accrington. 
Warner, H. G. (G. Whittaker), Manchester. 
Warrell, P. R. ` Thornton), “Oxford. 
Warrener, K. (F. S. Mowforth), Hull, 


Weaver, R. P. (E. J. Wright), Manchester. 
Weaver, T. aa E. vi Grace), Bristol, 
A. (L. Hazlewood), Birminghara. 
Webb, T, H. (W. R SE Coventry. 
Webber, B. W. (W. "A. Hand), London, 
Wells, C. R. (D. Winter), London, 
Wells, T. B. (H. H. E. Edwards), London. 
B. T. (S. Shemmell), Stafford. 
White, L. C. (A. W. Miles), Bournemouth. 
H. (J. B. ee reys), Manchester, 
'aylor), Nottingham. 
. (W. am ), Brighton. 
. A. (F. E. Hawkes), Luton. 
oe G. McCarthy), Birmingham. 
Stockport. 


san), 
J.M Coates), Newcastle upon Tyne, 
H. J. Box), Worthing. 
A. E. H. Benard), London. 
Wilson, R. G. (B. L. Denton), West Hartlepool. 
Witcher, W. H. V. (N. Gledhill), Winchester. 
Wong, C. V. R. (L. J. Bentley), London. 
E. . S. Ell), Henley-on-Thames, 
Wood, R. E (W. < Elcock), Birmingham. 


Whittaker, pa 
Wilkes, 


Wood, T. S. EN Oliver), Birmingham. 
Woodhouse, A. W. (P. Joy), Lewes. 

Woodruff, S. W. (H. G. Daniels), Redhill. 
Worthington, J. (F. W. Farnsworth), Derby. 


M. 
Wright, C. R. (W. C. Nelson), Wolverhampton. 
Wynn-Evans, P. G. (C. B. Burrows), Liverpool. 


Yeo, H. D. (H. 5. Widgery), Hereford. 

Yong, C. H. (J. G. M. Coates), Richmond, Surrey. 
Young, D. A. W. (G. S. Fletcher), London. 
Young, Miss R. M. (H. K..Campbell), Bristol, 


* See also Certificates of Merit above. 


429 Candidates passed. 


483 Candidates failed. 
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, INTERMEDIATE EXAMINATION 
Held on May 19th, 20th and 23st, 1953 


Certificates of Merit with Prizes Awarded 
First Certificate of Merit, the Institute Prize, the Stephens Prize and, with one other, the Frederick Whinney Prize 
Mendelssohn, Peter (J. F. T. Nangle), London. 
Second Certificate of Merit and, with one other, tha Fredsrick Whinney Prize 
David, Colin Prichard (C. R. Daniel), Cardiff. 
Third Certificate of Merit 
McNeil, Ian Robert (A. J. Heald), Brighton. 
Fourth Certificate of Merit and the Plender Prize for the Taxation and Cost Accounting paper 
Turner, Max Henry (G. G. G. Goult), Ipswich. 
Fifth Certificate of Merit and the Plender Prize for the Book-keeping and Accounts (Partnership) paper 
Booth, Robert Brian (M. S. Walker), Bradford. 
Sixth Certificate of Merit 
Wiseman, Paul (P. Fine), London. 
Seventh Certificate of Merit 
Kapoor, any (A. H. Farquhar), London. 
Ath Certificate of Merit 2 
Wilson, i rank Brian (F. Jeffery), Derby. 


ee Ninth Certificate of Merit 
va, Kamesh Prasad (W. Pickles), Manchester, 
ot ohn Vincent Michael Gordon (E. York), Land. 


Eleventh Certificate of Merit and the Plender Prize for the Book-keeping and Accounts (Limited Companies) paper 
Bentley, David John (H. J. Williams), London, 


Eleventh Certificate of Merit 
Beer, Michael John (N. A. Wheatcroft), Sheffield, 
Gibbs, Philip Martin Domville (F. O. M. Smith), London, 
Huckstep, Colin Perkins (R. H. Dutchman), London, 


Fifteenth Certificate of Merit and the Plender Prize for the Book- and Accounts (Executorship) paper 
Jaeger, John Michael Lytton (E. D. Sei lor), Leeds. 


Fifteanth Certificate o 
De Chasteigner Du Mee, Pierre Roger ee H. Ó. Howitt), London, 


Seventeenth Certificate of Merit P 
Wickenden, Robert Charles (W. C. Smith), London. 


Eighteenth Certificate of Merit 
Eden, Eric EE (G. W. Tonks), To EPOR 


Nineteenth Certi Kär of Merit 
Martin, Godfrey Jamea (A. L pai Bristol. 
Twentieth ee of Me 
Bishop, Kenneth Godfrey (F. C Cep London, 
Full List of Names of Successful Candidates R 
On alphabetical order) 


Abbott, G, W. (H. D. Kee Southend-on-Sea. Bayliss, J. W. (W. W. Mortimer), London. 
Adamson, R. J. (C. H. Young), Bristol. Baynes, K. W. (T. Jeffery), London. 
Ahmad, R. (D, P. Jones), Pontypridd, i Beacom, B. E. V. wal London. 
Ainsworth, B. T. (V. SH M. Bayley), London. r Beaver, J. A. (W. G. Beaver), Southport. 
Alderman, F. A. Ge Shaw), EE Spa. *Beer, M. J. A. Wheatcroft), Sheffield. 
Allen, D, T. (R. Andrewa), London. Beet, Miss M. ‘A. (EL. H. Altman), Sheffield. 
Allen, T. W. (J. B. Mead), Birmingham. Behrend, D. M. . N. MacDo d), Liverpool. 
Anderson, K. G. (F. J. celer), London. Bellamy, G. F. . E, ce , Leicester. 
Andrews, K NN H. Gill), Leeda, Benison, A K. Lo golin), $ effield. | 
Ankers, T. M. (G. T, Bridge), Manchester. Bentley, A. A (KM sa), Bradford, 
Anson, J. P. S R. Crouch}, London *Bentley, D iann London 
Anthony, H. (R W. Me London Berry; M éi "aw Suen Colne. 
Appleby, G. B. (S. Whittingham), Manchester. . S. Marshall), Scarborough 

d, J. K. (G. G. Dickinson), Sheffield. Be Léi . À. GC Crews), Manchester. 
Archer, A. Be (C. P. Mabba), London. “Bhargava, , P. (W. -Pickles), Manchester, 
Armitage, E da (F. Howarth), Middleton. Bier, M (Le GE London, 
jem Rf Gë: KN Stoker), London. Billington, CH R. 5. Huyton), Preston. 
Arnold, E. Graves), Brighton. Birch, D. J. (T. L. Plewman), Leicester. 
Arnold, Lë E Easton), Birmingham. Birkett, ah (D. A. Clarke), London. 
‘Arnold, M. H. (S. V. Turner), Manchester, *Bishop, K. G. (F. C. Russell), London. 
Aspin, E. V. (A. S. Maddison), Birmingham. Blaikie, D. D. (J. F. Warren), London. 
Austin, E, D. (T, W. Pickard), Cardiff. Blakebrough, D. C. (R. I. eae London, 
Ayacough, J. (L. D. Morse), London. Blakey, F. R. (E. Wood), Burnley. 

Bleasdale, A. (CP EE Warrington. 

Baker, "D, (B. W. James), Lewes. Blundell, P. D.H. D.C ilison), London. 
Baldwin, A. C. (J. H. Bell), Manchester. le, P. D. (F. D. Marshall), Manchester, 
Balfour, M. S. (C. L. Nelson), London. 4 Bolton, Miss J. M. A. (L. McGillivray), London. 
Ball, F. R. (C. C. Taylor), Liverpool. Bolton, N. H. g. Toulmin), Preston. ` 
Bamford, R. St J. (J. H. goune), Canterbury. Boltsa, M. (G. Woolfe), anchester, 
Bardwell, J. E. N. T. Clowes), ee Bond, J.. M. Ga K. Po pleton), Manchester. 
Baron, I. W. H. M B. Hancock Bookey, B.S. (S. A. , London. 
Bartlett, P. A. . C. M. Hill), EE Avon, *Booth, R. B. (M. 8S. Walter), Bradford 
Barua, D. P GE London. Bowker, R. C. (A. SH Gibson), Sheffield. 
Bures; M. C. (J. V. Morris), Lon = Bradshaw, T. J. (C. R. Osborn), London. 
Batty, J. F. (D. Lorimer), Portsmouth. Brailaford, H. B. (R. T. Tiplady), London, 


* See also Certificates of Merit above. 
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Brand, E. W. (O. N. Eli, Haverfordwest. 
` ; London. 
A Brett, D. W. (A. E. Lark), Great Yarmouth. 
. W. Greenslade), London. 
GC Horton), London. 
G. 5. H. EE rent Yarmouth. 
Brooke, D. N. (A. S haw), D 
Brow, }. D. B. H J. Ketchlee), EE 

e Ge 


Brown, J. E. ( ey), Oxford. 
Browne, M ), London. | 
Brownson, K. aA g: Kai Burne), Liverpool. 


Buskoke,_ W. G. W. Fawdry), Portamouth. 

Bullock, J. J. D. George), London. 

Burn, B Lt {C. A. Solly), London, 

Burrows, M. J. (N. G. mbe), Bristol. 

Buirows. R. A (F. Addison), Deroy: 

CH Ee 

Beddington), Derby. 
tler, S . MacL. 5 Ford), Bournemouth. 

Beie PS (G. H. Roberts), London. 

` Butters, L. B. (J. N. Cornish), London. 


Callaghan, P. (C. W. Tweedale), Manchester. 
Callaway, N. K. (D. J. Brass), London, 

Capon, G. C. C. E, A. Sawkins), Southend-on-Sea. 
Carmichael, R. D. (B. J. Bridges), London. 

Carr, N. E. (C. A. W. Smethurst , Grimaby. 


3, (Œ. York), 
SE Greathead), E St-Annes, 
Clay, M. J. G G. Rand), London, 
A. Wood), London. 
. Clifford), Southwell, 
Cohen, D. (J. Bowman), London, 
n Cohen, k N ne H London. 


Coline L E. L. H. F. omon n a 


), Stockton-on-Tees. 
Cooper, G , (Œ. c. Ge Leicester, 
Corey, A. W. (D. R. B, Smith), London. 
Sen SÉ J. K. Boyce), EE 


Crabtree, G. Ge oe Fait), Ormskirk. 
Crapnell, A. J. (H.R. Elliott}, Worthing. 
Crawford, C. W, (J. F. Venner), London. 


Cross, G R. (W. H. Kin nh ndon. 

Crosa, P. J. W. (R. L. Tillett), London. 
H. H. (J.J. E Mack), London. 

Cruickshank, J. Mel, (H. D. Leete), Manchester, 


~ Cruttenden, J. L. G.H d ess Hil. 
Cumming, R. D. -B Pittman). Lon on 
und, W. B. (D. Barlow), Bolton. 
Curd, I. C. (F. O. Smith), London. 
ee A. P. E. (W. P. Hancock), London. 
Dagnell, M. P. (T. Redhead), London. 


ravis), Manchester. 

(P. H. Tyack), London. 
R. Daniel), C 

Davies, E, $ A. J. Hebblethwaite), London, 


M. 
E. 
D. 
Dancer, F. B. H. M C. Bartlett), London, 
M. 


cet G. Jackson), Skipton. 

Dean, G. R. (C.W. D. Over), Woking. 
*De oes E Mee, P. R, (Sir H. G. Howitt), London. 
De Morgan, J. E C. (A D. Fincham), London. 

Dewdney, P. B. G. Spence), L London. 

de Zouche, R. WE C. de Zouche), Liverpool. 

Diamond, L. S. (S. Fisher), London. 

Dobson, I. J. H. J. Taylor), Newcastle upon Tyne. 
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(W. Kirkup), Newcastle upon Tyne. 


J. 
Docwra, J. (N. Brett), London. 


. M. Dodd), Liverpool. 
8. Marks), London. 
. N. Taylor), Newcastle upon Tyne. 


E 


: G. B. 
` Dudley, P. (M. Wells), Leicester. 


D. Aoore) Hull. 
(P. M. Hull), St Ives. 
. A. B. 


Gardner), Stafford. 


Dukes, D. a 


. B. Barron), Winchester. 
, Tonks), folverhampton. 
. 8. Browne), Liverpool. 
SCH Cowper), Newbury. 
. S. London), London. 
S D. Hewines), Walsall 
F. (F. R. Paine) London. 

Epstein, M. (J. L. Turner), London. 

R. (R. G. Clayton), London, 

. (W. C. Morgan), Plymouth. 
Evans, A. B. (R. W. West), London. 


, E. Webber), London. 
okinatone), Cheltenham. 
Fleetwood, B. (C. Fine), London. 

Fletcher, D. F. (P.J. bare a outhampton, 
Fone, C. W. wep ker), London. 

J. D EE eege 
orl 


A 
TL 
Fielding, H. J. e (H. o Fielding) Paignton. H 
D. 


Frost, R. N. Œ. Bone). Sheffield. 
Furnell, D. J. (C. S. Stephens), London. 


Gale, D. H. (J. weeny Manchester. 


Gilbert, M. J. (J. A. Hill, Junr.), London. 
Gillespie, K. J. (W. E. Gillespie), London. 
Gillett, J. B. (S. W. Penwill), London. 
Gill , M. J. (K. G. Warriner), Leeds. 
, E. C. J. a Corrin), Northampton 
Golding, H. E . F. Mason), London. 
Golding, T. E. (C. P. Mabbs), London, 
Gordon, E. (A. V. Hedges), urnley 
Gosling, M. (J. C, Beauvais), Bridlington. 
Gough, L, J. 2. T. Mu n), Leicester. 
Graff, G. M. (S. Fisher), London. 
Granger, B. C. (R. R. Coomber), London. 
Grant, P. A. (J. L. Wannan), London. 
Grantham, A. B. (R, C. Deith), London. 
Green, M. D. (J. B. Worley) ndon. 
Vernon), Crewe. 


Greenall, J. GA 
Greene, M. H. Leighton), London. 
Greenwood, A WE R. Longman), Leeds. 


Gregory, R. A. C. (E. F. Baker), 
Gregson, S. (A. Rainbow), Houghton-le-Spring. 
Grey, R. S, (P. F. Cansdale), London. 

Grin, R. M. (W. Oppenheimer), London. 
Griffith, J. H. P. (G. H. W: , London. 
Griffiths, A. B. (F. Neatham), Warrington; 
Grimley, A. R. R. Grimley), Nottingham. 
Groom, E. C. (G. A. Taylor), Kettering. 


Haine, W. I. B. (D. W. Robertson), London. 
Hall, B. N. . Goate), Canterb 

Halliday, L . (George P. Norton), Huddersfield. 
Halloran, C: 1 (S. E EE Swallow), Í; ndon. 
Hamilton, I D. N. R. Ri gby), Manchester. 
Hamilton,. K G.E dä J. KR London. 


e * See also Certificates of Merit above. 


Hirst, S. L. (F. T., Barnes), Tondon, SES Prize for the Manklow,: I. 
General Commercial Knowled; 


A G. Ohly), Brighton. 


i Medlam), London, 
Hitch, J. R. (T. H. Williamson), Liver March, The ET. J. Bond), London. 
Hobbs, CH P. (H. C. Jackson), word. Mark, R. W. (R. Heatherington); Newcastle upon Tyne. 
Hol, oe T. Edmonds), London. *Martin, G. Pe ae L. Barnett), Bristol. 
Holli MaR N. (H. Bashforth), Sheffield. S Massi H. (M. Striker), London. 
Holmes, J. H. J.F `; Chadwick), London. Maxwe. i, © . P. (R. H. Powell), Weston-super-Mare. 
Horner, J J.H. A. Lamerton), London, May, C. J. S T, Jones), Birmingham, 
Horton, E. J. (E. c. Mercer), + Liverpool: ` Meaden, G, F. (W. W. Bigg), London. 
Horton, P Va CG Moore), Measor, W. A. (R. M. Matheson), London. 
Hough, P. J. J. M. Hough), eege upon Tyne. *Mendelssohn, P. (J. F. T. Nangle), London. 
House, M. M. (G. Bostock), London. Messenger, M. A. (F, R. Tillett), London; 
Howard, J. N. (G. A ; Morgan), Swansea. Metzger, R. (S. C. Grab Lon 
Howling, R. J; (D. T. Veale), ; Michaelson-Yeates, I. A. P, (A. R. O. "Slatez), London. 
*Huckstep, C. P. OH. H. Dutchman), London. Miller, C. F. (J. C. Beauvais), Bri on, 
Hughes, J. A. (J. Richmond), Bangor. Miller, D. (E. C. Hobbs), Retford, 
Hughea, J. R, (B. Rowe , Pontypridd. Mills, G. W. (F. Smith), Manchester. 
Hunt, D. J. (R. W. H A, Redditch, Mills, M. S. f, H. Hayward), Nottingham. 
Hunt, P. T. (A. N. D. Smith), London. Mile, J. N. T. Walters), London. 
Hyde, F. E. (J. Eaves), Manchester, Milne, P. B. (C. H. McKnight), London. 
Hyde, K. (F. J. Fullerton), Leeda. Milner, T. J. L. (R. A. Coupland), London, 
` Mitcalfe, T. P. (N. W. Bell), E Aen 
Illingworth, D, de Brown), Bee . Mitchell, H. D. (C. Ro yal), Grimsby. 
Ince, N. J.. (L. H. Stewart), B Mitchell, L. D. Gu G. Ponter), Birmingham. 
Moffatt, A. J. (K. H. Gibbons), Bristol. 
Jackson, J. F. N. (F. B. Geess Sunderland. Mohamed, M. A. H. (E. L. Donald), London. 
Jackson, R. J. (J. C. Peiron), London. Mohamed, M. H. (A. W, Joiner), Birmingham, 
*Jaeger, J. M. L. (E. D. Taylor), Leeds, Montriou, C. L. (C. R. Watson), Dorking. 
ames, D. P. R. (5. K. Tubbs), London. Moore, L. (S. Harrison), London. 
Jemes, E. A. (W. L. Rowland), London, Moore, P. A. L. Rowell), Bristol. 
Jenkins, G. A. (W. G. Jones), Llanelly. Moore, P. S. (R. D. C. Webb), London. 
bere SC . Kin }, London. = Morgan, Miss A. (E. D. Jehring), London. 
ones, G. W. (A. E. Thomas), Swansea. Morrison, B. E. (A. I. Todman), London. 
ones, P. S. (R. N. Roberts), Liverpool. Moss, M. E. (E. J. Furniss), London. 
ones, R. C. (F. D. Jones), Derby. Mott, P. W. (F. H. Taylor), London, 
ones, R. W. E. (R. H. Nicholson), London. Moxon, C. F. T. A: G. Wenham), London. 
Jorden, M. A. (B. H. A. Rowe), erby. Munyard, R. C. (J. T. Patterson), London. 
oures, T. (D. O. Jobnston), London. Murray, J. (W. deu Preston. 
eas 3 G: H. Farquhar), London. Nathan, R. (F. H. G. Wiliams), London. 
Sorene), ond don. Newman, D. A. W. pS . Weston), London. 
Ke Se Kéi o (B. Hennell), London. Newman, P. H. E Er È. Truman), London. 
Kember, W. P. (O. Couse), Birmingham. Nicholas, T. I, S. (C. L. Arundale), Macclesfield. 
Kilner, T: SCH GK (B. C. Gain), London. Norman, W. K. (A.A . Bradshaw), Cranleigh. 
H. L Pedley), London. Norris, {. R. (T. Hoffman), London. 
E e ees , Newcastle upon Tyne. North, C. J. N. (P. L. H. Smith), Harrogate. 
Kitcat, J. R. de “i (H.J . Sisson), Newcastle upon Tyne. Nowell-Withers, D. B. (E. D. Robinson), F Blackpool. 
Kitchen, a (L. Netherwood), Huddersfield. Nunes Vaz, I. H. (C. Ellice), London. 
Knill, B. H R C. Larking), Canterbury. 
e € À. Dallow), E Ogden, J. P. Ce B. Ogden), London. 
Kri (R. Whitehead), London. Osborne, P. (C. S. Birbeck), Stoke-on-Trent. 
Klegen J. Ra T. (G. W. Murphy), Manchester. Osbourne, J. S. OR. A. Duthie), Carlisle. 
Owen, D. R. G Finn-Kelcey), Ashford, Kent. 


Laing, D. M. (R. Gronow), Wolverhampton. 


Owen, J. (T. B. Murtland), Leeds, a 


Lamerton, G. (R. Davon A Tendon. Owen, J. A. age Scott), Hastings. 

, London. F Owen, ae .M. (N. À. Wheatcroft), Sheffield. 
Latham, D. F. J. Œ. W. V. aie ), London. Ozerovitch, J. (S.J 
Lawrence, P. G. (A. G. B. Drabble), London. 


Latham, C. V. M. (F. C 


Lawton, T. (E. e Manchester, 


Legg, V. J. AR. R Di 


ering), London. Paiba, M. D. (5. F. 
s * See also Cortificates of Merit above. 


J. Melbourne), London. 


Page, J. R. (R: R. Pickering), London. 


Shuttleworth), London. 


Li 
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Hampton, J. K. (H. T. Brown), Liverpool. Tener in T. (W. B. Holden), London, 
Handique, N. K. (R. Davson), London. Levey, J. Ca Attlee), Dorking. 
Handley, J. M. Op N. Brough), Ripon. Levine, J JRD. H D. Houseman), London, SS 
is, D. J. (R. A. Masters), London. Lilley, G de Allwood), hester. 
Harris, M W. E C. Eyre), Dursley. Lilley, J J. P. G. E. Millson), London. 
Harrison, M T. Barnes), London., Lindeck, J. M. (C. W. Wildy), London. 
Hart, O. N. N. (N. B. Hart), Bri Linsley, M. A. LT, Finnis , London, ` 
SL y W. J. . H. Westhea Je “Stafford. Lister, C. (S. Harrison), London. 
Hay, M. J. (R. . White London. Llewell J. E. C. (R. H. Parsons), Eastbourne, , 
Hayman, M. A. (W. T. Horsfall}, Liverpool. Lusty, Tp E. A. Bland), Colchester, 
Haynes, M. T. A. (C. R. K. Mace), London. Lyon-Maris, P. D. (E. V. Quaife), Tunbridge Wells. 
Hayton, R. (H. G. Walton), Manchester. 
Head, È. A. E. (N. W. Smith), London. McAnulty, M. C. (F. H. Richardson), Derby. 
Heap, G. W. (H. Fey) N Manchester. McEvoy, K. J. (formerly with J. A. Bodoano), London. 
Heddon, W, J. Waller), Southend-on-Sea. Mactarlene, I I. (À. Punchard), London. 
Hellen, D.R (C. S. Goddard), London. McGeorge, W. (N. Dorrington), Manchester, 
Hemus, D. J. (A. E Jacobs), Birmingham. Mackenzie, P. A. (G. D. Hopkinson), Walsall. 
Henson, B. A. V. (H. W. Elliott), London. McMillan, M. D. (L. I. Grant), London. 
Herring, B. J. (T. D. Walker), London. McNally, P. J. (N. C. Elliott), London, . 
Hic . R. (T. D. Redhea 1 London. "McNeil, L oR (A. J. Heald), Brighton. DN 
Higgins, P. (G. R. Hargreaves), Cheater. (J. Dobell), Manchester. 
ill, L. N. (W. J. Corpe), Bristol. GË. M. T (J. M. Glaister), Carlisle. 
Hillier, D. (L. J. Culshaw), London. Mahne, C. P. (P. L. Eynon), London. 
Hilton, D. 5. (A. Bleazard), Blackpool. Maksud, ei (F. V. Sinden), London. 
Himsworth, M. W. (A. J. owns), Hull Mallett, M. J. (N. Lewis), Liverpool. 
Hirst, M. H. (C. K. Frost), Lee Mander, A, N. (A. L. Bersey), London. 
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Palim, R. G. (G. C., Buckley), Stockport. Shaw-Baker, M. (T. Hudson), Scarborough. 
Pallant, M. W. (A. W. Sarson), London, Shehata, M. A. (H. F. Adams), Birmingham 
Pardoe, B. F. J. (R L. Jones), London. Short, P. A. J. (M. C. Holmes), Eastbourne 
Parker, R. C. (J. C. Sherron), Brighton, Siddiqi, A. H. M. M. R. J; . Martin), London 
SEN W, R. (F. H. Walsh), Burnley. ~ Silcocks, T. B. (A. V. S , London. 
Parkes, D. M. (A. E. M. Harbottle), Bristol: Simmonds, G. E. p is H d London 
Parry, P. O. SE A. Johnstone), Ellesmere Port. Simons, J. R. (B Brown), Cardiff. 
Patchett, P. E. (E. canon’) Bradford. e Sims, P. H. (R. W. Frost), London. 
Fatel, T. N. (C. McCormick), London. Smallbone, D. J, K. (J. E. Critchley), Oxford. 
Pearson, G. (A. Faraoni), Manchester. Smith, A. (R. L. Ellis}, Manchester. 
Pearson, M. nae . J. R. Ledsam), Birmingham. . Smith, D. (K. MacN. Black), Matlock. 
Perkins, J. (A. McRobert), Leeds. Smith, D F. (H. G. Walton), Manchester. 
Perry, 5S. (H. W. Neep), Birmingham. Smith, G. A. S T. Farmiloe), Birmingham. 
Peters, P. (E. J. Bopi, London, Smith, G. M. (P. S. E Seth- mith), London. 
Phillips, M. LO. ee London. Smith, M. K. (C. B. Holland), London. 
Phillips, M, N. (G D, Shepherd), Cardiff. Smith, R. G. (C. A. Chapman), London. 
Fike, W. H. R. . B. Burnie), Nottingham South, F. R. (F. E. Antili), London. 
Filbrow, M. E. (R. J. Osborne), London. Spencer, D. (P. S. Hawkings), London. 
Pinches, Meg AL Clarke), London. Spencer, J. R. (J. C. Gardner), London. 
Pinder, G. (J. D. Watso Stockport. Spittle, A. T. (A. J. Smith), London. 
~ Pinnock, R. D. (I. H. Wi ins), London. Squires, J. M. R. Bentley), Dewsbury. 
`~ Platt, A, P. G. OM. P Smith), London. Stanger, P, J. W. (O. G. NEEN ‘London. 
Platt, J. E. (G. G. Jackson , Skipton. Stanley, E. W. (E. RS our), High Wycombe, 
Pleydell-Bouverie, S. (R. Philp), London. Stearn, D. V. d Gould), Readi 
Pols, D. F. (C. E. G. White), Southend-on-Sea. Stewart, J. P. A. Smith), Rea 
Pope, G. R. J. E. R. Vellacot), London. Stobie, N: Willey), Newcastle upon Tyne. 
Pope, K. (F. H. Carter), London Stoddart, C. (S. Morris), Liverpool. 
Towles, J. R, (C. T. Boakes), London. Stone, D. W. (N. L. R. Trounce), Manchester, 
Powter, L. W. (R. F. Bryant), London, Stone, P. W. (R. Ravenscroft), Birmingham. 
Prest, K W. g H. King), Bi am), Darlington. Stroud, L. H. (H. A. Astbury), London. 
Price, P, F. q P. Kin irmingham. Sugden, P. D. (E. Ne ), Leeds. 
Prismall, PBA “hans olmes), Basingstoke. Sutherland, D. A. (H. K. Poppleton), Manchester. 
Prosser, J. M. ( W. H. Peat), London, Swabey, B. W. H. (T. G. Threlford), London. 
Purse, D, C. ON, Bartlett), Newport, Mon. Swan, E G. (E. N. Foster), Bridlington. 
Swan, P. T. (N, F. Norris), London. 
peed. J: F. (G. F. K. Morgan), Cardiff. Symonds, M. R. (M. E. Askwith), London. 
Hen ei H. W. va Hand), Lond on: 
mier, FTAICH BEI); Landon, Tailford, S, J. S. Scoggins), Bexhill-on-Sea. 
eer e ga elip, Tondon, 5 Talbot, E. R. (Œ. J. Ne E London. 
tea (B. Wright), London, Temple, w R. S, Wainwright), Leeds. 
Ritam O . D. (E. F. G. Whinney); London, Tennant, D À. J. Kee Leeds. 
1 Redgate, N, G: ae W; Bonnello), Nottingham. Thomas, C. D. A H M London. 

_ N Reed, R. (G. 8 „Hall, London, ‘Thomas, E T OA E Thomas), Swansea. 
Remnant, The Hon. J. W. (G. L. C. Touche), London: Thompson, C. (W. S. Carrington), London. 
Rendell, < E. ké e VE Keesen d. Thompson, M, A. (A. Feadan), Newcastle upon Tyne. 

enton, C, H. (A. B. Thoseby), Bradfor Thomson, R, A. D. (F. E. Proom), Newcastle upon Tyne. 
Rigg, B. T. (A. H. Rodwell), Preston. Thorn, D. H. (P. M. Mordant), London. 
Rimmer, K. H. (G. N. Fullagar), Liverpool. Thorne, M. H. J. (R. H. Cave), London. 
Ritchie, D. A. T. (R. G. West), Banbury. Tinkler, T. N. (P. E. Thain), ie Lynn. 
Roberts, D. H. GM Ho ), London. ` Toothill, D. A. (J. C. Dawson), York. 
Robertshaw, T. M. D. (J. C. J. Clark), Brighton. Towler, T, H. (W. E. Ogden), London. 
Robeson, P. M. (M. H. C. Tarrant), ndon, Trace, H. G. (R. H. Wrigley), Birkenhead. 
Robson, D. G. Q. G, Hanwell), Hull. Train, P, B. (W. R, Holden), Hull. 
Rodgers, J. D. (W. R. Tomkinson), London. Tricker, R. I. (W. P. Hale), Coventry: 
Roebuck, D. (J. B. Ross), Halifax. Turgoose G. K. (L. V. West), Swansea. 
oe G: A Sa G. ), I  Blathwayt), Bristol. *Turner, M. H. (G. G. G. Goult), Ipswich. 

ose, D, adie), Lon i 3 
Rose, J. G d De <elland), eee Tet e 3 A W. e EE 

osli arton), Hudderstie ` i 
Rosselli, J. M. (5. B. Smith), London. ` ‘Tysoe, P. (J. D. Fletcher), Stockport, 


Rudd, D: (C. Walton), Leeds. 


Sankey, K. (G. F. B. Peirson), Coventry, ` 
"7 Sassienie, N. N. (F. W. Barnes), London. ee Prise for the Valentine, i R. wie E. Carnelley), London. 


Uttley, R. D. (J. G. Holcroft), Bacup. 


Auditi. SC Vavasour, I C. W. Smith), London. x 
Scherer, K. G: (G. Young), London. Veillard, B. E. (W. G. Campbell), London. 
Schreiber, $ de H. Scotness , London. ‘ 
Scott, T. Gr . P. Leech), Gateshead, , Wakeling, A. (M. E. Askwith), London. 
Sexton, R. i (G. S. Digby), Colchester. Wall, C. W. (V. R. V. Cooper), London. 
Sharp, K. J. (J. M. vee , Carlisle, Wallam, B. B. (J. H. Golcher), Leicester. 
, Sharpe, D. F. W. Norman), London. © Waller, H. (W. S. Harrison), Dewsbury. 
` Shaw, A. V. H Burdon), Bradford, Waller, R. R, (F. R. Waller}, London, 
Shaw, K. G. (J. Yates), Ashton-under-Lyne. x Wallis, P. . R. Bralesford), Nottingham. 
Shaw, L. P. (B. E Pearcy), London. Ward, D. J. R. (B. Morgan), London. 


* See also Certificates of Merit above. 


JOHN FOORD & COMPANY. 


56 VICTORIA STREET, LONDON, SWI Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Ward, J. D. (W. L. Dunn), Nottingham. Williams, J. E J. Townsend), London, 
Wardropper J. A. (D. B GC Newcastle upon Tyne. Williams, R. H. (L. V. Rainey), London. 
Waterman, S. P. ŒL M. “Madeley), Birmingham. Williamson, F. (W. W. Brierley), Oldham. 
Watson, D. (L. Hickson , Hull. Willis, C. J. P. (T. "A. Morton), London, 
Watta, ff: . Stevena}, Penzance, Willmott, i (D. Winter), London. 
Weeds, C 5 . (Œ. Winstanley), Nottingham. Wills, T. (GC ‘Tytheridge), Penzance. 

G. L. A S. Bray), London. *Wilson, F. B. (F. Jeffery), Derby. 
we ha T J. Champ), Brighton., Wilson, G . C. (D. P. Briggs), Middlesbrough. 
Wells, J. L. (V. C. Manolescue}, London, Wilson, J. D. (C. Pearson), Liverpool, 
Wemyss, D. € M. (T. Bedfo: J, Leeds. Winter, (C. R. Culling), London. 
Westwood, G. (A. Shaw), Dewsbury. inter, R. W. (H. Turn , Leicester, 
Wheeler, RT. (A. V. Page), London. *Wiseman, P. (P. Fine), Lon on. 


White, Miss P. B, (W. A. cker), London. 
Wickenden, K., D. (G. Place), East Grinstead. 
Wright, B. C. G. (J. C. J. Clark), Brighton. 


*Wickenden, H C. A C. Smith), London. 
J. 
* See also Certificates of Merit above. 


Wilkinson, R. B. Corpe), Bristol. 
571 Candidates passed. 580 Candidates failed. 


Wolchover, J. (J. C. Hounsfield), London. 
Wood, S. (E. Mitchell), Chesterfield. 
Woolass, S. D. (L. W. H. Evans), Sheffield. 


PRELIMINARY EXAMINATION 
Held on May rath, 13th, 14th and 15th, 1953 
Full List of Names of Successful Candidates 


Angell, P, G., Kenton, 


Appleby, D. G., Rotherham. 
, H. t. A,, Addlestone. 
Astin, ne `, Leicester. 


Barnett, B, 1, Wembley. 
Barrington-Reinganum, J. A. C., London. 
~ Bliss, A. D., London. 

Bracken, P, W., Basingstoke. 

Bradbury, W. A N., Oldham. 

Bramwell, D., Seascale. 

Bullen, J. T., Wallasey, 


Caine, D. A., London. 
Cheetham, N. T., Irby. 

D. Wi CG. Guildford. 
., Carshalton, 


Crowe, 8 e upon Tyne. 
Crowley, M. St L., Shoreham-by-Sea. 


D'Abreo, J. A. J., Manchester. 
Davies, T. J., Dorking, 
Dickinson, F. W., Stretford. 
Downe, E. G., Hessle, 


Elder, R. B., Coventry. 
Elliott, B. C., Liverpool. 


Favell, M. 
Fisher, D. 
Flynn, C 


E., Epsom. 
R., Horaham, 
E., Coventry. 


(in alphabetical order) 
Hackett, J. C., Kidderminster. 
Hale, M. R., Guildford. 
Hatcher, T. J. A., Richmond, Surrey. 


Henderson, G., Newcastle upon Tyne. 


Henson, R., Newcastle upon Tyne. 
Highman, B, D., Sale. 

Hinton, M. H., Thorpe Bay. 
Hussain, S. R., South Croydon. 


Iliff, A., Coventry. 


Jacovides, O., London. 
James, G. W., Sutton. 

Teban, R., ’ Stockport. 
ohnson, R. D. Sheringham. 


Kitsberg, B., Edgware. 


Lakoufis, N., London. 
Lambert, J. E., Birmingham. 
Lambourne, C., Leigh-on-Sea. 
Lathe, T. C., Wolverhampton. 
Lawton, I. J., Liverpool. 
Lloyd, R. W., Chipstead. 


Mackay, C. T., Sanderstead. 
Martin, ne x! e 
Minett, irmi: 

Moss, M. C., "Birming SCH 
Muller, C. S., Maidstone, 


Nichols, M. D., Sale. 


82 Candidates passed. 


Candidates Successful .. 
Candidates Failed 


Candidates Sat .. 


Onraet, M, J. N., Worce. 


Parker, D, N., Handfortt 
Parkinson, K., Darwen. 

Phippa, R. A., Northolt I 
Powis, P. L., Maidstone, 


Rackstraw, A. J., High V 
Ratcliffe, A. RI G., AN 
Roberts, M. E., Leeds, 

Robson, D., Manchester. 


Sapsed, P. C., London, 
Sly, J. R., Cobham. 
Smith, xk, ere 
Smith, JL A. ve o 
Snowden, e 


Thomas, D. E SC Dor 
Toye, W. D., G., Kingst« 


Waller, D, L., Derby. 
Walters, D. J., Taunton, 
Wasdell, D. C., Rednal. 
Weston, R. S., Greenfor: 
Wheeldon, N., Cleveleys 
Wilshire, B. C., Derby. 
Worsley, W. E., Greenfo 
Wright, J. M., Derby. 


Zivanaris, M., Hull, 
115 Candidates failed. 


Summary of Results 





Final Intermediate Preliminary Te 
429 571 82 Le 
483 580 IIs LI 
912 I,I51 197 2,2 
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CAPITAL FOR INVESTMENT 
TRUSTS 


NVESTMENT trusts and unit trusts have hitherto been 

refused consent to the raising of capital by an amount exceed- 

ing £50,000 in any one year. This strict discrimination against 
them has now been relaxed. In a letter dated July 27th, 1953, to 
the chairman of the Capital Issues Committee, the CHANCELLOR 
OF THE EXCHEQUER expresses the opinion that the time has come 
for some departure from the previous rigid policy, having in 
mind the part played by investment trusts in the supply of risk- 
bearing capital for industry and the need to encourage savings at 
the present time. He therefore asks the Committee to feel free 
to recommend consent ‘in appropriate cases’ in respect of 
applications from investment trusts, including unit trusts. The 
terms of the letter were announced in a written parliamentary 
reply on July agth. 

What precisely is meant by ‘appropriate cases’ is not clear, 
but no doubt the phrase will be elaborated for the purposes of 
applying the new policy. Any issue by a trust can be said to 
encourage savings. Whether the trust would also have to under- 
take to invest the proceeds in ordinary shares or preference shares 
is not revealed, but if such a condition is attached the relaxation 
will be of considerably less importance for there is a limit to the 
amount that a trust can venture on such investments. 

The mind is irresistibly drawn to speculation as to whether 
the CHANCELLOR’s belated approval of investment trusts and unit 
trusts as risk-bearers is connected with the coming unloading of 
iron and steel shares on the market. The smooth and successful 
denationalization of road haulage will also involve the raising by 
haulage concerns of large amounts of capital. It may well be that 
the CHANCELLOR hopes to see investment and unit trusts playing 
a useful part in these processes. 

How the trusts will react to their new freedom is a matter 
even more speculative. ‘The existing right to raise up to £50,000 
in one year, together with the right of unit trusts to reissue units 
up to the total number outstanding on May rath, 1941 (when the 
restrictions were first imposed), may well be sufficient for the needs 


-of many of them. Accordingly, the new relaxation is not likely 


to produce very striking results by itself. It is nevertheless to be 
welcomed as another, if very small, step in the direction of 
complete freedom. It also reduces the anomaly of a situation 
which allows insurance companies to collect and invest large sums 
in premiums, which are in effect savings, notwithstanding invest-. 
ment control and without applying for permission from anyone. 
As far as the investment of private savings is concerned, the - 
position of the two kinds of bodigs is much the same. 


A Ee Lee 





154 THE ACCOUNTANT August 8th, 1953| 


THE FINANCE ACT, 19534 > v 


HE Finance Act, 1953, received the Royal 

Assent op July 31st. It emerged from 

“Parliament with two sections additional 
to the ones contained in the Bill as first presented, 
but compared with last year’s Act the changes 
were slight, The outstanding feature of the Act 
is that it reduces taxation, instead of increasing 
it. Let us hope that the next one goes a good deal 
further along the same road, 

Part UL of the Act, which deals with income- 
tax, profits tax, and excess profits levy, contains 
eighteen sections (12 to 29), but there is this 
time no schedule to deal with, beyond that 
which sets out the repeals, 


Section 12; Rates of Tax 

The standard rate of income-tax of gs, last 
applied for 1950-51, is restored for 1953—54, but 
there is no .corresponding increase in sur-tax 
rates. The Act goes out of its way to fix these 
for 1953-54, although as the sur-tax is not’ 
collectible until January 1955, the fixing of the 
rates could have been deferred until next year. 
It follows that for 1953-54 the maximum com- 
bined. rate of income-tax and sur-tax is Los 
instead of 19s 6d (Section 12 (1)). 

The reduced rates of tax for individuals are 
each lowered by 6d, making the first {400 of 
taxable income chargeable as follows: 

£100 at as 6d 
£150 at 5s od. 
£150 at 7s od 





£400 








As usual, the reduced rate provision is expressed 
as a relief of a proportion of the standard rate. 
(Section 12 (2), amending the Income Tax Act, 
1952, Section 220, and be Finance Act, 1952, 
Section 14). To give time for the production and 
distribution of the necessary new tax tables, the 
reduction was delayed until June 8th in the case 
of P.A.Y.E.; the resulting over-deductions of 
tax being adjusted on .the .pay-day following 
(Section 12 (3)). 


Section 13; Sur-tax for 1952-53 
Last year, the fixing of sur-tax rates for 1952-53 


m 


was left over. Section 13 now fixes them at Him- 
same amounts as for 1951-52. f 


Section 14: Personal Reliefs 
The income limit for qualifying for full age 
relief is raised from £soo to £600, to make 
some allowance for the fall in the value of 
money since the {500 was first fixed many years 
ago. The corresponding marginal provisions are |Í 
also amended. (Section 14 (1), amending the K 
Income Tax Act, 1952, Section 211 (2) (3)). vf 

The £26 earnings limit for apprentices etc., 
in respect of whom child relief is claimed, has 
been increased to £52 (Section 14 (2), amending 
the Income Tax Act, 1952, Section 212 (3) (b) 
and the Finance Act, 1952, Section 14 (4)). 

The reliefs for housekeepers and dependent 
relatives are raised in each case from {50 to {60 
and the maximum income for a dependent rela- 
tive becomes £145 instead of £135 (Section 14 | 
(3), amending the Income Tax Act, 1952, 
Sections 214 to 216, and 218, and the Finance œ. 
Act, 1952, Section 14 (6)). It is worth observing ` - 
that until 1952-53 the recipient of an income. of 
as much as {145 could himself be liable to | 
income-tax, 

The relief in respect of a resident daughter 
whom the taxpayer maintains and upon whose 
services he is compelled to depend is increased 
from £25 to £40 (Section 14 (3), amending thé 
Income Tax Act, 1952, Section 217). S 

As in the case of the reduced rates, these 
reductions in liability took effect, for P.A.Y.E. 
purposes, on June 8th (Section 14 (5)). 


Section 15: Loss Set-off 
Section 15 makes some changes in the rules.for 
the set-off of a business loss against other income. 
These changes were dealt with ina leading article `" 
in our issue of May 2nd, under the sub-head - 
‘Clause 13: Section 34 Relief’. 


Section 16: Initial Allowances e 
Section 16 reintroduces initial allowances where, b 
broadly speaking, the capital expenditure in 
question is actually incurred on or after Budget 


day (April 15th, 1953). To make it clear that the 


expenditure must actually have been incurred 
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after April 14th, 1953, Section 16 (4) provides 
that the following provisions of the Income 
Tax Act, 1952, are not to apply. Sections 265 (6), 


g (2) and 309 (1) of that Act provide that 


expenditure incurred by a person about to carry 
on a trade etc. is deemed to be incurred on the 
date of commencement. Section 277 (2), com- 
bined with Section 265 -(4), provides that in 
certain circumstances expenditure on an in- 
ustrial building, on which the old ‘mills, fac- 
ies’ allowance continues to be claimed, is 
eemed to be incurred on April 6th following 
the last year for which that old allowance 
applies. The new Section 16 prevents expendi- 
ture in those cases from qualifying if it would 
not otherwise have qualified. 


Expenditure on Ships 
If the price of a ship becomes payable before 
April x5th, 1953, but delivery in accordance 
with the contract of sale takes place on or after 
that date, the expenditure qualifies (Section 
16 (5)). Again, where the price of a ship is pay- 
able by instalments, some before and some on 
or after April rsth, all the instalments paid 
before that date are treated as paid on April 15th 
‘(ibid.). The subsection makes it clear that ex- 
penditure which in any case qualifies under the 


old law cannot also qualify under Section 16. 


Rates of Initial Allowance 
For machinery and plant the rate of initial 
allowance is now one-fifth instead of the two- 


fifths which» applied formerly (Section 16 (2). 


amending the Income Tax Act, 1952, Section 
279 (1)). Initial allowances in respect of mines, 
oil-wells, etc., under the Income Tax Act, 
1952, Section 306, are to be two-fifths, instead 
of the former one-tenth of the expenditure 
(Section 16 (3)). For other assets the rate of 
allowance is as formerly. Initial allowances 
given by virtue of Section 16 apply to profits 
tax but not to excess profits levy (Section 16 (6)). 


Section 17: New Classes of Industrial Buildings 
A building or structure in use for the purposes 
of-a trade which consists in the catching or 
taking of fish or shell fish is now treated as an 
industrial building for capital allowance pur- 


poses (Section 17 (1) extending the Bacon Tax . 


Act, 1952, Section 271). 
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A building or structure used for the purposes 
of a trade which consists in husbandry or forestry 
on land abroad is also to qualify as an industrial 
building (Section 17 (2) extending the Income 
Tax Act, 1952, Section. 271 (1) (ei (3)). Such a 
building is to be treated as though it was a 
building on a ‘foreign plantation’ as defined in 
Section 271. Thus pastoral farming in, say, 
South America will normally qualify. Husbandry 
is not defined: it is the supe of a good deal of 
case law. 

The change wrought by Section 17 is not to 
affect years of assessment earlier than 1953-54 
(Section 17 (3)). Nevertheless, for the purpose 
of computing the allowances (and charges) for, 
that and subsequent years, it will be necessary 
to compute the ‘residue of expenditure’ by 
writing off sums from the original cost. Section 
17 contemplates a writing off of one-fiftieth per 
annum of the original expenditure, under Section 
268 (5) of the 1952 Act, even for the years 
1946-47 to 1952-53, when annual allowances 
were in force but did not apply to the above 
buildings. It is necessary, therefore, to exclude 
the Income Tax Act, 1952, Section 268 (5), 


-proviso (a), and this is done by Section 17 (3). 


Section 17 extends to profits tax but not 
excess profits levy (Section 17 (4)). 


Section 18: Repairs to Industrial Buildings 


Industrial buildings allowances are tied to costs 
of construction. Repairs expenditure would 
normally be deductible in full in arriving at 
profit. Between these two types of expenditure 
there is a no man’s land where expenditure is ` 
disallowed because, e.g. it is capital, but does 


` not qualify for capital allowances. Section 18 (1) 


now requires that all disallowed repairs expendi- 
ture be treated as capital expenditure on the 
construction of the building; that is, on its con- 
struction for the first time. This introduces 
greater equity at the cost of increased complica- 
tions in computing the. allowances. It would 
seem that the expenditure need not be incurred 
wholly and exclusively for the purposes of the 
trade, provided it is-expenditure on repairs to 
an industrial building. 

Section 18 (x) is retrospective so that com- 
putations already made will have to be revised. 


(To be continued.) 
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‘TWOPENCE ON THE CHEQUE. 


argues in any community a highly develonegy 


HAT remarkable commercial invention, 

the bill of exchange, originated centuries 

before it came into use in England; but the 
cheque, which has so largely taken its place in 
ordinary commercial use, we can claim as an 
English modification of a great original, and the 
last week has seen the centenary of the Act which 
made its remarkable development possible. 

-It had evolved into something very. like its 
present form as the old private bankers had 
developed their business from the issue of notes 
to the deposit banking which is still their prin- 
cipal concern; but until 1853 the bill of exchange 
payable on demand (which includes the cheque) 

` had borne ad valorem stamp duty and the cheque 
. was still comparatively little used. The Stamp 
Act of that year, which received the Royal Assent 
on August 4th, 1853, reduced the stamp duty on 
demand bills to a uniform penny; and if the 
cheque is given anything like its proper sig- 
nificance in our modern monetary arrangements, 
the Act which made it popular must be regarded 
as a most important one. 

. The bankers of the time appreciated that some 
increase in cheque business would follow the 
passing of the Act, and they secured the inclusion 
in it of a section which protected them against 
the danger of forged endorsements, a protection 
eventually incorporated in the Bills of Exchange 
Act of 1882. But it is most unlikely that anyone 
‘in 1853, banker or layman, had any dea of the 
. eventual extent of the increase. In 1952 the 
English clearing system handled 335 million 
items, the overwhelming majority of them 
cheques, to a total value of £111 thousand. million. 
The economist must be left to estimate how much 
‘real’ money would be needed to replace these 
cheques; but it would obviously be a very 
considerable amount. 

The cheque habit suits the English character, 
and is still increasing: there is a growing readiness 
among shopkeepers to accept cheques from 
strangers in payment for purchases, and cheques 
are regularly taken in settlement of much larger 
transactions without the full inquiry into the 
drawer’s standing which a purely cynical common 
sense would call for. We may take some pride in 
this fact; for a willingness to accept one’s fellow 
citizen’s signature as being ‘as good as gold’ 


instinct for credit which is in itself creditable. 


` Tmportant as good faith must be in the ise tA i 


the cheque, it requires to be founded on an 
efficient mechanical method of obtaining pay- 
ment; and the clearing system must take a good 
share of the credit for the development of the 
cheque in this country. It often comes as a surprise 


1 


to the Englishman to discover that in the United— - 


States, for instance, a cheque drawn on anoth 
town, even.in the same state, may take longer 
than three days to clear, sometimes much longer, 
and that there may in some cases be a deduction 
of a small percentage clearing charge. It is easy 
to take the efficiency of our own clearing for 
granted until we look beyond our own borders. 
When we are celebrating the centenary of the 
Stamp Act it is appropriate to recognize too that 
the impressed stamp on our cheque has itself 
worked, with the English character and the 
efficiency of the clearing, to make the cheque as 


h 
d 


fully efficient as it is. We are all familiar with the . 


warnings that appear in our cheque books, to ` 


keep them safe, lest they fall into criminal hands; 
and it is obvious that this jealous. protection of 
the cheque has helped to make its possession in 
itself a prima facie proof of honesty. But in other 
countries which have no duty, or which use 


adhesive rather than impressed stamps on. 


cheques, there has evolved no such protective 
instinct, and cheques are often as freely available, 


in boxes on the bank counter, as the more in-~ 


nocuous credit-slips. It would seem that it was 


the very small intrinsic value of the blank cheque , 


rather than its great potential danger in the 
wrongdoer’s hand which first set our bankers 
guarding it closely. 

The penny duty imposed in 1853 was increased 
to twopence in 1918 — and the banks still have to 
assure some of their customers that all the duty 
goes to the Government; that they issue. the 
cheques ‘free’. How far from free the cheque is 


when costed against the quarterly charges is a 


matter which varies from account to account; but 
at least the ‘twopence on the cheque’ has not been 
increaséd amongst all the welter of rises that has 


followed the Second World War. There are not ` 


many prices which have gone up only once in the, 


past century. f e 
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A South African Accountant Pleads for Much Fuller Disclosure 
by F. G. BEARD, B.Com., F.A.C.C.A., F.C.W.A., F.C.1.S., of Durban 


Introductory 


T the outset I make no apology for the use 
Ac the bald term ‘goodwill’ instead of the 
somewhat involved and much more widely- 
used descriptions, such as ‘excess of cost of 
shares in subsidiary companies over the net book 
values of assets as at dates of acquisition’, ‘net 
premiums on shares acquired in subsidiary com- 
panies’, etc. 

Although I have yet to see a consolidated balance 
sheet published in South Africa using the term 
‘goodwill’ to describe this excess cost (holding 
company directors here shy from this term like 
frightened horses), it is not unusual to find this 
intangible asset described as such in the United 
‘Kingdom. I have before me as I write the latest 
consolidated accounts of the Dunlop group of 
companies (and their accounts have long set a 
standard) in which this excess cost is boldly 
reflected as goodwill. 

Secondly, the South African Companies Act, in 
so far as consolidated accounts are concerned, is 
almost a word-for-word replica of the English 
Act. Holding companies in South Africa, there- 
fore, have the same statutory obligations regarding 
presentation of consolidated accounts as do holding 
companies in the United Kingdom. One of the 
few deviations, as a matter of interest, is that our 
Act does not allow holding companies to submit 
a consolidated profit and loss account only in 
accordance with Section 149 (5) of the English 
Act. Our Company Law Commission was of the 
firm opinion, and recommended accordingly, that 
in all cases a company should publish its own 
separate profit and loss account in addition to any 
group accounts that may be necessary. 


Post-war Spate of Holding Company 
Flotations in South Africa 

During the period of scarcity of raw materials 
and consumer goods — coupled with its inevitable 
concomitant, excess of purchasing power — in the 
years immediately succeeding the Second World 
War,.a large number of holding companies were 
floated in South Africa, most of them purchasing 
the shares of companies which had been estab- 
lished for some time and which had imposing 
profit histories during the war years. 


Some of the prices paid for these shares were 
fantastic and many of the prices paid were exces- 
sive, but money was plentiful at the time and the 
promoters experienced no difficulty in raising the 
capital required. Admittedly, sworn valuations 
were obtained in support of the prices paid, but 
the Cohen Committee, in strongly recommend- 
ing that auditors should be required to report on 
the assets and liabilities in a prospectus notwith- 
standing the valuations obtained, stated that 


‘such valuations, however honestly made, are liable 
to wide margins’ of difference according as to 
whether the valuer takes an optimistic or pessimis- 
tic view of the earning power of the business’. 


At that time, of course, the large profits which 
were made due to the existence of a strong sellers’ 
market induced a feeling of super-optimism on 
all sides. No doubt the same position was to be 
found in the United Kingdom during that period. 
Incidentally, it is significant that sworn valuations 
are based on the earning power of the business 
and not on the intrinsic value of the assets 
themselves. This clearly shows that the difference 
between a sworn valuation and book value is 
really a premium for super-profits and not, as is 
generally believed, an enhancement in value 
qua value. 


Reluctance of Holding Company Directors 
to Disclose Goodwill 
In South Africa, I regret to say, the directors of 
many holding companies appear to be extremely 
reluctant to disclose to shareholders the amount of 
goodwill paid for the shares in subsidiary com- 
panies and some of them go to inordinate lengths 
to disguise or mask this excess cost..Showing the 
assets ‘at sworn valuation’ or even ‘at directors’ 
valuation’ in the consolidated balance sheet is 
often encountered. I have seen the goodwill 
neatly hidden in the consolidated balance sheet 
of a holding company owning the shares in several 
mining companies as follows: 
‘MINING PROPERTIES — at cost 
(including the cost of acquisition of shares in subsidiary 
companies), . 
Shareholders, of course, are quite unable to 
ascertain the correct position of the group as a 
whole. This reluttance to disclose the goodwill 


158 


was apparently also encountered by the Cohen 
Committee in the United Kingdom, as their 
report stated: 

‘There is still a considerable number of holding 
companies which fail to give shareholders the 
information necessary to enable them to form an 
adequate view of their interests.’ 


Shareholders entitled to Fullest Disclosure 


Even if the goodwill is disclosed in the consolida- 
ted balance sheet, I venture to assert that share- 
holders are entitled to much fuller disclosure than 
a bare total. They are entitled to know the pur- 
chase price of the shares,.the nominal value 
thereof, the amount of the pre-acquisition reserves 
and: profits and whether any of the assets have 
been written-up or are shown at values in excess 
of book values. Furthermore, the goodwill being 
really a premium paid for super-profits, it should 
be a first charge against futuré.super-profits and 
written-down from year to year, i.e. by writing- 
down the investment accounts in the books of 
the holding company. 

Unfortunately, however, no provision is made 
in the Companies Act for such full disclosure; in 
fact, paragraph 17 of the Eighth Schedule, by 
leaving the adjustments in the consolidated 
accounts to the unfettered discretion of the 
directors, is an open invitation to disguise or 
mask the goodwill. It has been argued that these 
adjustments obviously refer to the necessary 
elimination of inter-company indebtedness and 
inter-company profits —to which I must reply 
that the paragraph should say so and not afford 
unscrupulous directors this loophole. 


Suggested Amendments to Act 
I have the temerity; therefore; to set out a sug- 
gested new draft paragraph 17, together with an 
additional paragraph designed to ensure that 
shareholders of holding companies receive the 
fullest information regarding the goodwill paid 
for shares in subsidiary companies. Here they are: 


‘Paragraph 17. Subject to the following para- 
graphs of this Part of this Schedule, the consolidated 
-. balance sheet and profit and loss account shall 
combine the information contained in the separate 
balance sheets and profit and loss accounts of the 
_ holding company and of the subsidiaries dealt with 
by the consolidated accounts, but with all inter- 
company indebtedness and all inter-company profits 
eliminated and such other adjustments, if any, as the 
` auditors may approve. ° 
‘Paragraph 17bis. Every consolidated balance 
` ‘sheet prepared in accordance with the preceding 
` paragraph must show, inter alia, the following 
' information: 
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(a) the purchase Price of the shares in the P 
sidiary, 

(b) the nominal value thereof, 

(c) the difference between (a) and (b) as gross 
excess cost. 

As deduction from (c): 

(d) the amount of pre-acquisition reserves and/or 
profits 

(e) if any of the assets -have been written-up in 
the books of the subsidiary or are shown at 
valuations in excess of book values in the 
consolidated balance sheet -the amount of 
such write-up or excess value and the reason_ 
or reasons for so doing, 

(f) the amount, if any, of the holding company’s 
reserves and /or profits utilized to write-down 
the investment account or utilized to create 

_ an investment reserve in the books of the 
holding company. 
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‘With regard to the balance (if any) how the: 


directors propose dealing therewith. 

‘Note, — If there is more than one subsidiary, the 
information required under (a), (b), (c), (d), (e) and 
(f) should be shown in total and the details in 
respect of each separate subsidiary shown on a 
schedule attached to and forming part of the 
consolidated balance sheet.’ 


This is how the goodwill will then be reflected 
(using purely hypothetical figures and assuming 








ki 
d 
that there is only one subsidiary): 
(Premium paid on shares in subsidiary company). 
Purchase price of these sharea ., + 300,000 
Less nominal value thereof . 100,000 
Gross excess cost .. . 200,000 
Less pre-acquisition profits . 100,000 
Net excess cost `.. S . 100,000 
Less amount by which plant and ‘machinery has 
. been written-up in books of subsidiary (depre- 
ciation at 20 per cent per annum on original 
cost considered excessive — adjusted to 15 per i 
cent per annum on diminishing balance) 10,000 
d f : 90,000 W 
‘Less amount of holding company’s profits ` 
utilized to write-down investment account .. 50,000 





Balance still to be written-off out of future profits £40,000 





There is, I submit, another loophole in the 
Act which should also be closed. Section 151 (2) 
of the English Act (which is goquin (1) of the 
South African Act) lays down that separate 
accounts -dealing with each of the subsidiaries 


Je 


can be published in lieu of group accounts. One „ 


group here in South Africa, determined not to 
show the excessive goodwill paid for the shares 
in subsidiary companies, published’ separate 
balance sheets and profit and loss accounts for 
the holding company and for every subsidiary — 
relying upon the fact that very. few shareholders 
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are capable ‘of comparing the investment in each 

r-subsidiary with the value of the net assets of that 
subsidiary. Even if they were capable of doing 
this, they could not ascertain the equity of each 
subsidiary at the date of acquisition of ES shares 
by the holding company. 


Conclusion ; 
ak in case readers consider TA all -this 
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-additional information will only confuse share- 


holders, allow me to quote from thé report of 


‘the Company Law Amendment Enquiry Commis- 


sion in South Africa. Under Part VIII, Accounts 
and Directors’ Reports, the following appears: 
“It has been objected that the more elaborate the 
accounts are made the less likely it is that share- 
holders will. be able to understand them. We 
believe this to be the exact opposite of the truth.’ 


NORTH AMERICAN COMMENTARY-XLV 


Current ‘Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ:), A.C.A., G.A.(S.A.) 
: Professor of Accounting, McGill University Montreal. 


Journal of Accountancy, 
New York, Fune. 


Loss to the Accountancy Profession 


“ORTH AMERICA has lost one of its 
‘outstanding accountants by the death A 
Colonel Robert H. Montgomery. 
American students, Montgomery’s Auditing is the 
standard book on the subject, having established 
` its reputation over the years since its appearance 
` as the first purely American auditing text-book, 
in 1912. Until then Montgomery’s. adaptation 
of Dicksee was used. Since 1899 Colonel 
Montgomery has been an active leader of the 
accountancy profession in the United’ States. In 
‘tts final tribute the editorial says he has left an 
imprint on American accounting that will never 
be erased. 


A Single Court of Tax Appeals 


Judge Walter L. Pope, of the United. States ` 


Court of Appeals for the Ninth Circuit, has 
pointed out that decisions of the nation-wide Tax 

“Court are reviewed by eleven different courts of 
appeal with results which often conflict. The 
slow process of the United States Supreme Court 
is the only means of resolving the conflicts, and 
the average period from taxable year of dispute to 
Supreme Court decision is quoted as nine years. 
The editorial thinks the accounting profession 
will support Judge Pope’s Ge for a single 
court of tax appeals. 


K 


Big Business in Accountancy 
The editorial commients on an article by Professor 
Thomas W. Byrnes, Associate Professor Emeritus 
of Columbia University, in the April Accounting 
Review. Professor Byrnes divided the profession 


‘ment of the a 


into two schools, only the smaller of which 
-adopts, he says, ‘the professional attitude of 
giving personal attention to the client’s problems’. 

He accused the other school of having big business 
as its aim, in which case ‘all pretence to pro- 
fessional rating should be dropped’. The editorial 
points out that the demand for big accounting 
firms has developed-from big business in the 
United States. Association of large numbers of 
accountants in public accounting firms permits, 
it says, intensive specialization and efficient 
division of labour. If a large accounting firm 
does not serve its clients well it is unlikely to 
jurvive, just as with a small firm. It would be 
unfortunate, says the editorial, if the develop- 
unting profession were retarded 
by emotional prejudice. against bigness. 


Much Talk about LIFO 


Mr Maurice Moonitz, C.P.A., PH.D., Associate 


Professor of Accounting at Oe University of 
California, writes strongly against continuance 
of the use of Liro, claiming that there is a rising 
tide of opposition to its iiclusion in generally 
accepted accounting principles: He charges that 
it is primarily a device for reducing or deferring 
the amount of income-tax payable and -not for 
measuring business income. He regrets: that it 
seems more than possible that practitioners of 
LIFO may soon be given the right, for tax purposes, 
to adopt Liro cost or market, thus increasing 
its popularity. Professor Moonitz: calls for a 


. ‘declaration of independence by the profession 


from the exigencies of income taxation as the 
arbiter of business income’. Mr H. T. McAnley, 
C.P.A., vigorously opposes most’ of Professor 
Moonitz’s statements. He-suggests that distortion 
of the balance sheet position may be corrected 


t 
"Ten 


by drawing up the balance sheet with. all assets 
‘at ‘current values, .while on the ‘liabilities. side 
will’ be set up ‘reservés to pfevent impairment ` 
of capital, covering inventory cost increase and 
accumulated’ depreciation, respectively. This 
` seems, indeed, a very practical way of showing 
invéntory at current values, while-achieving. one 
essential LIFO object, the conservation of capital. 


The Controller, 
New York, fune.. ; 

-C.P.A.s on. Internal Revenue . Advisory 

. Committee 

The formation of an advisory. committee for 
` Internal Revenue Bureau tax administration has 
been announced. It includes three members each, 
of the American Bar Association, the American 
Institute of Accountants and the Tax Executives 
Institute. 


The ‘Canadian. Chartered, Accountant, 
T E Sune. 


- Pensions for the Self- Site 
A statement by the Dominion Minister of Finance 


sets out his reasons for rejecting requests by- 


‘professional groups for amendment of the Income 
Tax Act to allow a deduction for income-tax of 
pension contributions by self-employed pro- 


fessional persons. ‘The Minister is afraid that the ` 


savings of Canadians would be directed away from 
equities into debt securities. Why, he asks, should 
one form of saving be singled out for tax postpone- 
ment? He requests the legal and’ accounting 
professions to submit his statement to close 
‘critical analysis. 
invitation, saying it will certaifly be accepted. 


Taxable Income and Accounting Principles 


In their joint representations on taxation to the 
Dominion Minister of Finance; the Canadian 
Institute of Chartered Accountants and the 
Canadian Bar Association recommended that the 
ascertainment of business income be left to be 
determined by well-recognized accounting prin- 
ciples. The editorial comments that this recom- 
mendation has gone unheeded- and the Act is to 
contain ‘a. long and complicated enactment 
governing an important part of the method of 
computing business profits’. It says that greater 
reliance is placed on the -accounting profession 
in almost every other country in the English- 
speaking world than in Canada 
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The editorial welcomes this. 


Recruitment and Training Tor the SG 
l Profession ` 


A special committee ‘of the GE Insitute’ is 
investigating the whole question of recruitment 


‘and training. It is issuing a questionnaire to. all 


accounting students, aimed at ascertaining their 
attitude towards various aspects of the present 


training Poeun and t to the ien ae 


ally. 

Administrative Accounting Tendencies 
Mr Lorn McClean, GA. president of the 
Canadian Institute of Chartered Accountants, 


speaks of today’s development towards speedy x 


_ and frequent accounting reports, monthly reports 


having to be in harmony with ‘annual reports ` 
which must be supported by the opinion of 
public accountants. He remarks that in Canada, 
full recognition of this development has still to 
come. Accounting staffs in businesses must be 
trained, he says, to detect an accounting problem 
and discuss it with the auditor, to ensure that it 
will be acceptable in the year-end accounting. 
The scrutiny of internal controls is becoming 
more and more important for the public account- 
ant, whose approach is likely, Mr McClean 
considers, to become more philosophic) and 


imaginative. 


Cost and Management, 
Hamilton, fune 
The Education of Cost Accountants 

The Society of Industrial and Cost Accountants 
is establishing an educational foundation to 
plan, direct and extend its educational research 
programme. Application for Incorporation -has 
been approved’ and Letters Patent isued. The 
designation R.1.A., registered industrial accountant, 
is authorized by government legislation’ in each 
of the ten provinces, says the editorial. Cor- 
respondence courses are prescribed and also 
twenty universities across Canada offer evening 
lecture courses. The educational foundation will 
be financed by voluntary - contributions from 
business men and administered by a board of 


‘trustees drawn from leading business men. The 


foundation will encourage the use of advanced 
techniques in .cost accounting and business 
administration, its work being directed along five 
main: lines: general accounting, cost’ accounting, 
business mathematics, industrial legislation, in- 
dustrial organization and management. The 


research in each subject will be under a specialist ` 


in his field, the results being written into the 
R.LA, courses, with ultimate expression i in business 
practice. i ` ; : 
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THOUGHTS ON BECOMING QUALIFIED 


by J. S. ROSS 


` An unsuccessful candidate in the examinations held recently discovers some 
reasons for persevering. He has studied authoritative views on the qualities 
required in an accountant, and wonders whether they are in reach of ‘a mere plodder’. 


The Value of Qualifications 


HERE is a period between the date of 

examinations and the announcement of 

the results when a candidate must save 
himself from an intention to chuck accountancy 
rather than endure the ordeal again. In that 
interval the highest functions of the profession 
assume a novel importance: they encourage him 
to go on; for he, in time, will-surely take part in 
them; be will have the power to curb the 
improvident - adventurers who manage British 
industry. The question, ‘What shall I do if I 
qualify?’ takes on the character of a meditation. 

A young aspirant is now presented with a 
grave issue. Though the opposing principles 
have been put forward with great authority, no 
settlement can be reached except in the way he 
himself decides to act. A president of the 
Institute has declared that 

‘The authoritative guidance which it is hoped to 
provide on management accounting will... be of 
much greater value than the diploma of any other 

organization,’ . 

This view has been vigorously opposed by many 
accountants who hold that other qualifications, 
based on a syllabus including the practical 
aspects of management, enhance their ability 
to act in an advisory capacity. 

I originally resolved to qualify in order to 
learn the principles of management accountancy, 
a subject which I deferred until the last week of 
revision. The examination, which I once thought 
of with respect, now appears as a hedge through 


_ which a candidate must crawl in his quest of 


respectability! What can be said of examinations 
as a test of proficiency? Is a second qualification 
a sufficient reward for the trouble of delving 
into text-books having once obtained membership 
of the Institute? 

Quickness, clarity and accuracy are acquired 
in the period of articles, and they are evinced 
by an examination; yet, if it is accepted that 
these qualities are sufficient in an accountant, 
there is a very serious danger that articles will 
deteriorate into a mere apprenticeship. Seldom, 
as in an examination, is there a ready answer 
and a mistake. as its alternative. Is there a 
criterion other than personal reputation? 


The Standard of Proficiency 

To consider wherein consists the professional 
skill of an accountant does not avail without 
a vivid conception of the task before him. What is 
that task? It may be seen’ more readily in relation 
to the growth of the profession, which has 
proceeded in ‘three distinct stages. In the first 
it was sufficient to keep a record of transactions; 
in the second it became an accountant’s duty 
to present the true significance of the balance 
sheet and profit and loss account; in the present 
stage it is his endeavour to control the’ expendi- 
ture, finances and. output of an industry. 
` How far have accountants succeeded? 

Little significance is attached to general 
criticisms of a profession, except that a com- 
parison may indicate a new course of study and 
practice. Such a comparison is available — the 
Productivity Team Report on Management 
Accounting!, in which it was said: 

‘The effectiveness of American management and 
accounting rests not on technical superiority but 
on their thorough application of techniques which 
are as well known in Britain as they are in the 
United States. ... Given the will and the sense of 
urgency, there are no valid reasons why British 

~ management and accountants should not be as 

effective.’ 

In view of this criticism, of a failure in the 
application of techniques that are already known, 
to seek special qualifications may well appear as 
a tedious digression: it is through qualities of 
mind — ‘will and the sense of urgency’ — that the 
failure is to be made good. 


The Application of Principles 


Accountancy is among the professions whose 


function allows no claim to great discoveries or 
inventions. Its achievement is particular to 


each member, and each case. It is awe-inspiring - 


to realize that every accountant may have to 
assume the part which, in other callings, is left 
to a solitary genius: a modest practitioner he 
may.be, but he must none the less apply the 
pririciples of his science to cases which may be 
utterly unlike anything he has encountered before. 
The details of the system which he ultimately 
puyts together are seldom all of a piece when he 


1 British Produetivity Council, London, 2s net. 
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draws on his experience. At first he may not 
even think himself capable of making a recom- 
mendation; but the very tentativeness of his 
approach would free him from the danger of 
enforcing illustrations from text-books where 
they are inapt. 

The faculty of reasoning is independent of 
knowledge. It begins with an imaginative insight 
into the cares of a manager — a perception of the 
figures which would answer questions indefin- 
itely formed, of the sources from which they 
come, and the channels along which they flow. 
To design a method of management accounting 
is the final stage in an investigation, except in the 
case of those who rely wholly on a classified know- 
ledge — with what a cost in broken confidence! 


Specialization in Accountancy 


Editors, publishers and casting directors ignore- 


the qualifications of those whom they employ. 
They look for originality. Hospital management 
committees, on the other hand, require special 
qualifications of doctors who treat any but the 
less deserving cases. To what extent does the 
nature of accountancy justify a division among 
specialists, apart from that which partners find 
convenient? It is at once evident that the subjects 
which are classified for the sake of examiners 
and tutors are seldom distinct in practice. “The 
principles of ‘management accounting’ are not 
easily identifiable as costing principles. Account- 
ing procedures are integral. It is not always 
easy to perceive at what point an accountant 
must assume the humility that is requisite as he 
enters the domain of a specialist. 

I can have no opinion as to whether the Final 
examination is an adequate qualification’ in 
management accountancy: I can only represent 
that there is cause for grave concern if it is not 
accepted as the final qualification in a province 
which the Institute has made its own. ` 

It may be due to an indolence of nature that I 
tend to stress the value of qualities that are 
acquired without much effort. An accountant 
must have a flair and a sensitivity, transcending 
his arithmetical agility. Are these gifts of nature? 
Are they learnt? Can they be imparted? The 
answer is, I think, particular to each firm. It is 
not evident from day to day that one is trying 
to follow the thoughts of one’s principal, taking 
from him a sense of integrity not only as to the 
truth of his certificate but to the theoretical 
consistency of accounting methods taken ag% a 
whole: Moreover, the confidential relationship 
between a principal and his client is one into 
which an articled clerk maus be permitted vo 
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enter by degrees himself, gaining therefrom an 
extending sympathy with managers, staff and? 
work-people -not to mention the old-fashioned 
book-keeper who wonders what advantage ac- 
countants can see in using one piece of paper 
where two would do just as welll 


The Character of a Profession 
Throughout this solemn procedure one’s natural 
self endures. The collegiate life, unfortunately, 
is not open to students of accountancy: they add 
little to the conviviality of London Town. Is it 
not true to say that the least regarded phase 
of an accountant’s training — the activity of the? 
student’s society — bas most to contribute to the 
character and influence of the profession? Out 
of one’s craving for self-expression, one’s earnest 
conviction, for instance, that the permanence 
of the marriage tie is not in keeping with what- 
ever the more advanced sociologists are saying 
about sex, there emerges a corporate sense 
among a few; but what a pity that one cannot 
enjoy the society of those who have that most 
endearing of English idiosyncracies~a tendency 
to avoid meetings! 

When one is enjoying oneself it is laborious to 
consider one’s advantage. But in this place it is 
appropriate to regret how many. good ideas are 
ignored because they are not expressed as 
brightly as they are visualized. A recommendation 
must be given a good performance, if it is not 
to be lost in the post, or run all the hazards of 
sheer irrelevance on the part of: those who are 
too busy to give it their attention. 

Knowledge alone does not lend character to.a 
profession. Qualifications cannot take account of 
all in human nature that leads to the question: 
‘What do you think about our system; do you 
think that it could be improved?’ 

Lest I seem to decry qualifications (which I do 
not possess) let me say that I am, rather, concerned ` 
to stress the value of facilities from which I have 
had so much benefit. I have, moreover, written of 
a syllabus as it is at present. Nothing which has 
the sanction of the Institute-is to be received as an 
unalterable dogma, which can be answered only 
with an heresy. I can only put it as a matter for 
reflection that a time should be set apart for 
practice in the application of principles. Given 
certain facts let a student draft a report, and a 
recommendation arising therefrom — provided 
that a time can be set.aside. In few professions 
are the activities of students brought into profit 
and loss accounts. If accountants have too much 
to learn they may reasonably claim to be free to 
attend a school during their period of training. 
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SOME PROBLEMS OF THE 
-CHARTERED ACCOUNTANT IN PRACTICE 


by W. L. BARROWS, F.C.A. 


INTRODUCTION 


1. When I was asked to give a paper at the summer 
course this year, I thought that it would be a good 
idea to approach the problems of the chartered 
accountant in practice in a slightly different way 
from that adopted at previous courses. Previous 
speakers have usually dealt with 
one or more of the aspects of an 
accountant’s work and have 
described the fields in which 
his technical skill is employed. 
I would like, on the other hand, 
to discuss in this paper, not the 
work of the chartered account- 
ant in practice and its related 
problems, but the background 
against which that work is done, 
the framework in which the 
practice is carried on, and the | 
problems that arise from these 
aspects. 

2. It is obvious that in pre- 
senting a paper of this kind I 
have had to draw upon my own 
personal experience and my 
own knowledge of the profession 
as seen since I qualified in 1929. 
It may be, therefore, that the 
ideas which I will put forward 
and the opinions which I will 
express will excite controversy 
from those whose experience 
has been different from mine and 
who have seen the profession from a different aspect. 
I certainly hope that this will be the case so that 
ample material will arise for discussion by the various 
groups. It is perhaps hardly necessary for me to add 
that the opinions which I express are my personal 
views only. 

3. Like all other enterprises in which one or more 
individuals are engaged to earn their livelihood, an 
accountant’s practice is a separate business entity 
which exists in the midst of other such entities. 
It has internal problems of its own which must be 
resolved by putting the relations between partners 
amongst themselves and partners and staff on a 
proper basis, and external problems which must be 
resolved by adopting the right attitude in relations 
with the outside world. I have therefore planned my 
paper on the lines indicated by this broad classification 
under the following headings: 


EP 
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The firm as a unit. 

The firm and its staff. 

The firm and the outside world. 

Internal problems. 

Relations with the rest of the profession. 

4. Before dealing with these headings in any detail, 
I ought to say a few words on the 
subject of what an accountant 
may expect to obtain from his life 
in practice. Compared with 
what a business man of equal 
calibre might expect in other 
spheres, the successful practising 
accountant’s material rewards 
are, I think, comparatively 
modest. I should say as a broad 
generalization that the material 
rewards are within a range 
which is, more or less, adequate 
in the particular case, but I 
should hardly say that the pro- 
fession of a practising account- 
ant is the high road to wealth. 
Side by side with this, however, 
there are other rewards which 
make our occupation, in my 
opinion, a peculiarly satisfying 
one. The feeling that clients 
look to you to help them in 
their problems and respect you 
for your knowledge and ability 
in doing so is itself to be regarded 
as one of the major rewards of 
professional life. So is the respect, if you are able 
to obtain it, of fellow members of the profession, 
not only for the ability which you might be able 
to display, but also for your general conduct in 
professional life. These, I think, are some of the 
factors which make most of us feel that the way 
which we have chosen to gain our livelihood is far 
and away better than any other which we might have 
chosen and this feeling in itself is one which makes a 
great contribution to our personal happiness. 

5. While this paper is, by its very nature, bound to 
appeal more to the members of this course who are 
in practice or in a practising accountant’s office, 
I hope it will not be without interest to those members 
who are in industry. In my talks with members of 
our profession in industry, some of whom occupy 
very important positions, I have repeatedly heard 
stressed the value of a professional training and of 
experience in a professional office generally for the 
work which accountants are called upon to do in 
commerce and industry. In view of this, the problems 
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of professional offices discussed in this paper will, 
I hope, excite comment and discussion from industrial 
members also, who must at one time all have worked 
in such an office and known something of its problems. 

6. One of the matters which might well be con- 
sidered in the discussion groups, particularly by 
those employed in industry, is the extent to which 
professional ethics can be maintained by members in 
industry. Situations do arise when a member may 
be placed in an embarrassing position for having 
pursued the course which he considers right. It has 
been put forward on many occasions that the 
Institute should support members in industry when 
they take up a strong attitude towards their employers. 
I wonder how this could be accomplished? 


THE FIRM AS A UNIT 
Relations Between Partners 


7. The first point which I want to discuss here is 
that of relations between partners. I think that, 
broadly speaking, some firms are carried on in a 
manner where each partner virtually runs a separate 
concern, his own firm within the firm, and where, 
therefore, there is little contact between him and the 
other partners and between their respective staffs. 
Other firms, and I think these must be in a vast 
majority, operate as a single unit where the work 
is shared between the different partners and is dealt 
with by one unified staff. My personal preference is 
for this latter method, but no doubt it is a matter of 
personal adjustment, Frequent consultations between 
partners are vital, particularly in relation to important 
work such as prospectus reports. The essential 

_thing for relations between the partners is that there 
should be complete understanding between them and 
confidence in their relations with one another. 
Inevitably, in any given firm, some of the partners 
will be more experienced and more influential than 
others, and the importance of good relations between 
them, both for their own sakes and for the sake of the 
firm’s efficiency, cannot be overrated. 


Goodwill 


8. My next point is the question of partnership 
goodwill, which to my mind raises major problems 
for the profession as a whole. On the one hand, the 
profession ought to be so organized as to enable 
young men of ability who wish to go into practice, 
to do so, while on the other hand, it must be so 
organized as to allow those who have lived and worked 
in it throughout their lives to enjoy the rewards of 
their work in their retirement. In the past I think 
that the organization of the profession did provide 
for these two major requirements. The incoming 
partner was expected to pay a more or less substantial 
sum for goodwill and in the past it was not too 
difficult for a man of average ability to save out of 
his income a sum sufficient to gain him a foothold 
in the profession. Some who had no capital to start 
with were able to borrow a suffigient sum and to 


THE ACCOUNTANT 


August 8th, 1953 


repay it out of their subsequent earnings as partners. 
Similarly, it was not too difficult for the continuing 
partners in the firm to pay a fairly substantial sum 
to a retiring partner or to the estate of a deceased 
partner. Practising accountants, as they attained 
more advanced ages, naturally counted upon the 
receipt of such capital sum as being the provision 
for their own retirement and for their dependants. 
The continuing partners, having acquired the out- 
going partner’s share, were able to save sufficient 
out of their additional incomes to liquidate the 
capital payment which they had to make to the out- 
going partner. This I think was, broadly speaking, 
the basis on which most professional partnerships 
were organized and I should have said that the system « 
worked fairly well for both parties, but I certainly 
have come to the conclusion that in today’s conditions 
this system has to be abandoned. 

g. Curiously enough, I think that it is the large 
firms, rather than the small, which have adapted 
themselves to the change more quickly. The difficul- 
ties, both for an incoming partner and for the con- 
tinuing partners in the existing partnership, of 
raising a substantial capital sum are now so great as 
to be almost insuperable and, as is well known, the 
opportunities for personal saving have, in ‘cent 
years, been removed. A continuance of the old uystem 
would, therefore, in the case of the large firms where 
the values of goodwill are correspondingly greater, 
have made it impossible for those firms to ensure 
a continuity of partners of the necessary ability. It 
would also have made it impossible for the partners in 
those firms to have any reasonable prospect of making 
provision for their retirement. These remarks are 
strengthened when it is remembered that, as a result 
of inflation, the amount of working capital required 
for a practice of a given size has increased consider- 
ably in the last ten years or so. This, in itself, and 
without any question of goodwill arising, has neces- 
sitated the introduction of more capital into many 
firms. 

10. Various systems have been devised to meet this 
difficulty. The common features are usually that the 
capital value of goodwill is eliminated or reduced 
to a nominal sum, and that instead, payments out of 
income by the continuing partners to the retiring 
partner, or by the incoming partner to the existing 
partners, are required. The merits of such schemes 
are that they make such payments eligible for taxation 
relief so far as the payer is concerned, while they 
provide for the retiring partner or for his dependants 
something akin to a pension. Obviously, schemes 
of this kind are capable of wide variation. Their 
preparation requires great care, particularly so far 
as estate duty is concerned, as quite minor variations 
in wording may affect not only the amount of liability, 
but also its incidence. As regards income-tax and sur- 
tax, it is important so to word the agreement that the 
income payments are not given the character of 
capital sums. 


11. Such schemes also provide, sometimes, for the 
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équivalent of a-pension to be paid to a partner, or to 
is dependants, in the event of death or permanent 
acity at an age earlier than that at which he 
L ld normally have retired from the firm. This 
seems to me to be an important provision, of particular 
importance to younger men with a family. 
12, A glance at the advertisement columns of 
The Accountant, however, shows that the practice of 
asking for lump sums for goodwill, amounting to as 
much as twice or three times the annual gross fees, 
is far from dead, and this is particularly the case 
with the smaller provincial practices. Probably this 
reflects: the fact, which to my mind is indisputable, 
_ that it is more difficult than ever before to ‘start 
Krom scratch’, i.e. to put up a brass plate somewhere 
and build up a practice. Young members are there- 
, fore still prepared, apparently, to encumber themselves 
financially for the sake of practising, but I fear that a 
| continuance of this state of affairs will lead to an 
intensified flow of the best brains in our profession 
towards industry, where the material rewards can 
| be higher than those of the practising accountant, 
` and where good pension benefits are usually available, 
and no capital is ne ; 
, 13. I realize, of course, that there is no easy 
answer to this problem, but am sure that the practising 
` side of the profession should, for its own sake, seek 
' to find one. What has been said will, no doubt, 
; need amendment in the light of the Tucker Com- 
| mittee report when received. 


. Office Accounts 

14. Turning now to a different point, I think one 
important matter in connection with relations between 
the partners of a firm is concerned with the office 
accounts and here there is, I think, much to be said, 
as indeed there is with every other concern, for having 
these prepared as rapidly as possible after the end 

of the financial year. : 
15. One of the main reasons for delay, I believe, 
| is the difficulty of valuing work in progress, particu- 
larly where the method is to value this on a basis 
| related to the full amount subsequently billed. My 
F. own view is, that this latter method is fundamentally 
| 


misconceived and open to error, One such error is 
that the accounts may fail to make provision for the 
cost of work still to be carried out on work in 
progress which has been included at its full bill 
value. Quite apart from the risk of error, however, 
I believe tha delay is g ide; eC accirate 
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firm than. relations with its staff and amongst 
the staff themselves. This is particularly so in an 
accountant’s practice where at no stage of the work 
is- there. a satisfactory substitute for individual 
ability and care. It is, of course, possible to devise all 
manner of systems for ing an office more efficient 
and for standardizing procedures, but when all this 
has been done the remains largely dependent 
on the individual skill of those who work in it. 


Recruitment and Responsibility 
- 18. The first problem, therefore, is to recruit staff 
of the right calibre and of the-right type for each 
phase of the work. This, in itself, raises a host of 
difficulties and I imagine that opinions will differ 
widely as to the type of staff most suitable. I must 
say that I have not yet myself arrived at a satisfactory 
conclusion on this point. For example, where is the 
dividing line to be drawn between the employment 
of qualified and unqualified staff.on audit work? 
‘Ts it safe to leave work of a routine nature to com- 
paratively unskilled personnel? Should taxation work 
invariably be dealt with by a specialized section of the 
staff or is there a better case for having it spread 
widely throughout the office? How far is it possible 
and safe for a principal to delegate his responsibility? 
This latter question is particularly important because 
in these days there is an increasing tendency for the 
principal’s time to be taken up by meetings with 
clients or with other people on clients’ behalf, thus 
restricting the time which he can devote to the routine 
procedures of his office. It is, in my opinion, most 
desirable, for a firm of any size, to have laid down 
standard procedures for the staff on work of a routine 


“nature. 


19. In my experience, senior members of the staff 
prefer to be left with a large measure of responsibility 
for their own work, and this itself helps to ease the 
burden which will ‘still fall on the principals. It is 
also helpful if senior members of the staff are of such 
calibre that clients are satisfied to deal with most 
routine, and perhaps even some specialized matters, 
direct with them, without referring every small point 
to one of the partners. In order to make it an economic 
proposition to emply staff of this calibre the firm’s 
practice must, of course, be a fairly widespread one, 
and in a small firm the problems which I have out- 
lined may not exist. The small practitioner, however, 
must be faced with the very difficult problem of how 
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regarding the establishment of such a scheme to 
cover the profession as a whole, but such a proposal, 
while it would help to solve. the retirement problems 
of the smaller firms, and relieve many other firms of 
administrative trouble and inconvenience, might be 
expected to. raice difficulties in other directions by 
withdrawing from the individual firms the discretion 
which they, at present, have as to retirement benefits, 
particularly in cases of hardship. | 

22.1 believe quite a substantial number of firma 
already have pension schemes of their own, and where 
it is practicable to do so, I think that it is also advan- 
SC from the point of view of the firm. A pension 

eme enables partners to feel some certainty that 
when members of the staff remain in the firm’s 
service until they retire they will not be dependent 
on ex gratia payments to supplement their income 
over and above the state pension. If they die while 
in- the firm’s service their families will receive at 
least some life assurance benefit and would not be 
wholly dependent on voluntary assistance. 

23. From the point of view of the staff, the. ad- 
vantages of a pension scheme and life-assurance 
scheme are probably fairly obvious. In the case of 
the younger members a pension scheme is regarded as 
a means of personal savings. with some 
additional tax benefit, because at those ages the pros- 
pect of a pension or even the prospect of needing one 
is probably too remote to be much of an incentive. 
Then again, among younger members of the staff a 
long period of service with a given firm ia not generally. 
envisaged, but they feel that if and when they do 
leave the firm’s service, the return of the contributions 
will provide financial assistance in their change-over 
to other work. In practice there are few members of 
pension schemes who, when leaving the firm’s 
service at a fairly young age, exercise their option 
to have their benefits in the form of a paid-up 
pension at retirement date. 

24. This attitude of younger men Geer pension 
schemes does not seem to me.to be unreasonable 
when it is remembered that these schemes are usually 
so constructed, that the employer’s contribution is 
a small one in the younger age groups and does not 
substantially add to the benefit until the later age 
groups are attained. The older members of the staff, 
of course, regard the pension scheme genuinely as 
affording provision for their retirement, and in their 
case the firm’s contribution does make a substantial 
difference, particularly where past service pensions 
have been bought. This fact, I think, acts as a dis- 
couragement to leaving in the case of the older 
employees. 

25. The above remarks refer to a contributory 
scheme, but I believe that some employers consider 
it preferable that a pension scheme should be non- 
contributory on the grounds, partly, that such a 
scheme causes less administrative work and that 
ener cannot regard it merely as a means of 

ing relatively tax-free savings. 

. 26. In my experience I have found that one of the 
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most useful features of such a pension scheme is that 
it affords opportunity to-accumulate funds in 
hands of the trustees, which are available to 
immediately with specially hard cases at the’ 

they arise. The accumulation arises from the e 

of the firm’s contributions to the trustees over ZC. 
above the employer’s premiums paid by the trustees ` 
and from the surrender values of employer’s prem- 
iums the benefit of which is forfeited by employees 
who have voluntarily left. 

27. My references to pension schemes are written 
without, of course, any knowledge as to what Che 
second Tucker Committee may recommend in 
relation to employees and what will be the result of the 
inquiry by the Council of the Institute directed at 4 
the annual general meeting in 1952. 


Loss of Staff. 


28. In dealing above with pension schemes, I have. 
touched on the fact that the younger members of the 
staff, and particularly those who are qualified, do 
not necessarily envisage staying with the same firm ` 
for any great length of time. A number will become 
partners in other firms or start practices of their own. ` 
A large proportion of them will, in any case, wish to 
go into industry after a time, either because . they 
believe this field holds more interest for them or 
because of financial considerations. Tn this connection, 
the practising accountant is often faced with the fact 
that members of his staff are offered attractive posi- A 
tions by his own clients. I think the duty of the em-_ 
ployer in such cases and also his self-interest is to 
adopt a broad-minded attitude and to help the em- 
ployee in every way he can to further his career. From 
the point of view of self-interest alone, it will do no 
harm to the reputation of the firm if it becomes known 
that it is a good stepping ground towards a long-term 
career and equally it will do no harm to the firm to 
have former employees in various senior positions 
within the organizations of some of the firm’s clients. 

29. In the case of provincial firms, not only is there 
the counter attraction of a career in industry, but 
also a fairly steady trend towards the large professional 
offices in London. This ‘is only natural, since many q 
of the younger members of the Institute realize that 
they can widen their experience and improve their 
own. professional worth rth by working for a time in a 
London office. Here again, the employer should, I. 
think, adopt a helpful and broad-minded attitude. 


Staff Changes 

30. I would like to say here a word on the question 
of staff turnover generally. It is sometimes thought 
to be a bad thing, but in my opinion, within reason, 
changes of staff on various jobs and within the firm 
as a whole, exert -a beneficial effect on the efficiency 
of the office. They bring a flow of new-thinking to old 
problems, a different approach to routines which 
may have become too mechanical’and help to avoid 
the danger which is particularly prevalent in the 
field of auditing, that the staff dealing with the job 
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may take too many things for granted. Changes of 
-staff are not usually popular with the client who 
happens to be affected by them — he has to give many 
routine explanations all over again, and it becomes 

a matter of judgment to what extent a change of 
personnel on a particular job, though it may be 
desirable on general grounds, can in fact be allowed. 
31. I have always considered that, particularly in 

the case of qualified men in the younger age groups, 
employment in a professional office has two vital 


aspects. The employer gains from the keenness of the ` 


` employee to widen his experience and to make his 
| mark in the profession and against this the employer 
' „should be prepared to help the employee by giving 

į him the maximum amount of scope consistent with 
b \ hia ability and affording him whatever help is possible 
in the furtherance of his career. 

32. The pillars, however, of any professional office, 
on which the whole organization rests, are those 
qualified members of the staff who have been working 
within the organization for a considerable number of 
years and are not only thoroughly familiar with all 
that goes on within it, but also help the partners to 
uphold the standards of efficiency and service to 
clients. The same remarks apply, of course, to those 
members of the staff whose only ‘qualification’ is 
that they are full of experience and ability. Clients, 
too, will find it desirable to be able to look to some 
members of the staff whom they have known for 
many years for the discussion of such problems as 
they do not wish immediately to refer to a partner. 
These senior employees are, therefore, deserving of 
special consideration in regard to conditions of 
employment and provision for retirement. 


THE FIRM AND THE OUTSIDE WORLD 
New Clients 
33. It will no doubt be the wish of most practising 
members that their practices should grow over the 
years by the introduction of new work. The ways 
in which this will occur will naturally vary as between 
the practices of different sizes. Most new work 
‘will come by way of personal introduction from 
existing clients or from bankers, solicitors, etc. 
Difficult taxation cases sometimes arise by introduc- 
tion from an Inland Revenue official. 


Loss of Work 


34. There is, however, another side to the picture. 
The acquisition of a new client by one practitioner 
will frequently mean the loss of that client to another. 
The abuses to which such events could give rise are, 
I think, effectively avoided by the rules of etiquette 
which all practitioners should observe. Even within 
such rules, however, it sometimes happens that the 
practitioner who is losing a client, while he has no 
real grounds for objection, does feel aggrieved. It is 
very difficult to avoid instances of this nature and the 
right attitude is, I think, to-say that the client in all 
cases has an overriding right to obtain the best 
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service he can, wherever he feels able to obtain it. 
Similarly, I think that where the client’s confidence 
has been lost, even though this may be in fact through 
no fault of the practitioner concerned, it. is better 
to face the facts and resign gracefully than to allow 
matters to go to extremes.. 

35. I should mention in explanation of what has 
been said before, that the rule about communicating ` 
with the existing accountant before accepting 
appointment is not designed to give the latter 
an opportunity to object to the change; if such were 
the purpose of the rule, it would frustrate the client’s 
freedom to choose his accountant. The rule is 
designed so as to safeguard the existing accountant 
from removal because he wishes to carry out his 
duties conscientiously, and to safeguard the proposed 
new accountant from undertaking the work without 
being aware of, possibly, unsatisfactory circumstances. 

36. The effect of the creation of large industrial 
combines in the last fifteen or twenty years has been 
to encourage the formation of holding companies 
which absorb various subsidiaries which have 
previously had different auditors. The directors of the 
holding company frequently consider that the 
interests of the group would be best served by having 
one firm of auditors to deal with the audits of all 
companies in the group. This is perhaps unfortunate 
because it tends to reinforce the trend, which is 
already strong, of centralizing the work in the hands 
of the larger firms at the expense of the smaller, 
but I fear that in present conditions it is inevitable. 
The nationalization of such industries as gas, electric- 
ity, transport and coal, particularly the latter, has 
tended to have the same effect, although the authorit- 
ies concerned have tried to be helpful in mitigating 
the worst features of it. b 

23. On the other hand, the opportunities of 
personal, constructive work in advising clients have 
increased, for the small practitioner as well as the 
large, in recent years, in step with the increasing 
complexity of business in general and of taxation in 
particular. Moreover, in the war and its aftermath, 
many small enterprises have expanded and grown 
rapidly and have thereby provided opportunities 
for their professional accountants’ practice to grow 
with them. 

Other Professions 

38. The practising accountant’s relations with his 
clients and with various public bodies such as the 
Inland Revenue are well defined and need little 
comment here. Normally there would also be relations 
with various banks with which the professional 
accountant is likely to have numerous dealings on 


‘his clients’ behalf. It is hardly necessary to say that 


friendly relations with the various bank managers 
will prove helpful. Equally important are the 
relations with solicitors, with whom every practising 
accountant is likely to have numerous dealings and 
contacts. In this country, the relations between the 
two professions are, on the whole, well defined and 
give rise to little dispute. 
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l Public'and Honorary Work 

`- 39. A further aspect of relations with the outside 
world is concerned with public and honorary work 
which accountants are occasionally called upon to do. 
In these days when the practising accountant’s 
time already has too many demands upon it, there 
is a great temptation to avoid commitments of this 
bort, but I cannot help thinking that to do so will 
in the long run prove to be a mistake. If the special 
skill which the accountant happens to possess is 
required for some pyblic purpose he should, within 
limits, be prepared to devote his talents to the com- 
munity. There will not, I imagine, be much dispute 
as to the principle and, as in so many other cases, the 
difficulty is to know how to apply it in practice and 
where to draw the line between the commitment 
which is reasonable and the one whichis not. ` 

` 40. For example, I think that honorary audits, if 
they are of any size, are undesirable in principle. 
There is a temptation with an honorary audit to 
relax the standard of care which is normally applied. 
This is dangerous, because ‘the auditor’s liabilities, 
at least for gross negligence, may be as great in the 
case of an honorary audit as in a no case. The 
right principle, in my opinion, is for such audits to be 
paid for, leaving the auditor, if he is interested in the 
charity concerned, to make a contribution direct, 


‘Change of Emphasis in Types of Work 


41. I might add at this point that in the last ten or 
fifteen years a great change has come over the types 
of work done by practising accountants, or rather 
over the amount of time taken up by various sections 
of it. More and more, the time of partners, and to some 
extent senior staff, comes to be taken up by such 
matters as estate duty, taxation generally, and giving 
general advice on financial matters. Not only do such 
matters involve numerous meetings with clients, but 
also considerable time for thinking out the right 
course of action and its implications. This is, in my 
opinion, a major problem, because under the pressure 
of such matters the fundamental work of the practice, 
namely auditing, may come to receive less than its 
‘proper share of attention. The dangers involved are 
obvious, not only because mistakes in this direction 
can prove to be rather expensive, but also because 
auditing, which provides the main proportion of the 
income of most practices, is still one of the most 
important furictions of the profession. 

42. A further shift in the emphasis of our work is 
represented by the increasing services which practis- 
ing accountants can and do render to management. 
This is by no means a new development, but one 
which has attained considerable importance in 
recent time. Such services include the installation of 
accounting systems and the interpretation of accounts 
for purposes of day-to-day management, particularly 
where the client’s organization is not large enough 
to Justify the employment of staff qualified for this 
wor 

43. A service of similar nature, Which is sometimes 
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provided by practising accountants, is the payment of 
salaries to a client’s senior staff on behalf of these- 
client. The advantage to the client of such an arrange- 
ment is that the preservation of privacy, which is 
essential, or at least desirable, is facilitated. Also, it 
relieves the person who would otherwise be dealing 
with this work within the client’s organization, 
who would normally be a director or senior executive, 
of a good deal of tedious and detailed work. 


Directorships 


44. It is clear from an examination of The Directory 
of Directors and recent prospectuses that it is becoming 


increasingly common for practising accountants, as\_ 


well as those employed in industry to be elected toa + 
seat on the board. I am told that, in a number of ` 
the big practising firms, partners are precluded by 
agreement from taking on directorships. In my 
opinion it is only the biggest firms who can afford to 
take up such an attitude. This increasing function 
of the accountant is, I believe, an excellent thing for 
the profession and for industry generally, provided 
that the accountant realizes his limitations. 


INTERNAL PROBLEMS 


45. I now come to a number of small, and possibly’ 
unrelated points, which may be appropriately grouped. 
under the above heading. 


Insurances 


46. I am not here concerned with the ordinary 
risks and contingencies of life, to which the account- 
ant, like every other person, is subject, but only 
those arising from his particular occupation. Quite 
obviously, the foremost of these risks is that of being 
at some time made liable by a client for damages in 
respect of negligence — not only on the part of the 
practitioner himself, but also on the part of his staff. 
Special policies are available to cover this risk, 
which arises from the accountant’s duty to bring 
to bear upon his work a fair, reasonable and com- 
petent degree of skill. I consider that such a policy 
is an absolute essential in any practice. It usually 
covers claims made during the currency of the policy, 
whenever the cause of the claim may have arisen, 
and only such claims as arise from the accountant’s 
acts as such; negligence in the course of acting as 
receiver, manager, or liquidator, needs special cover 
and presumably may entail an additional premium. 

47. It is important to note that such indemnity 
policies do not cover claims arising from the criminal, 
dishonest or malicious act of the insured or of his 
staff. We may discount the possibility of such an 
act by the accountant himself, but what of the acts 
of each and every member of a possibly numerous 
staff? The only way to cover such contingencies is 
by means of a fidelity guarantee for individual 
persons, but to cover the risk in its entirety would, 
I think, be difficult. Quite apart from the risk in- 
volved with members of the staff who handle cash 
or cheques, there is also a possibly remote risk of 
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collusion by one of the staff and a member of a 
client’s staff to the detriment of the client. 

48. Where accountants are appointed as receivers 
or liquidators or trustees under Court orders, the 
Courts require a special form of surety for the 
faithful performance of the office and it is usually 
convenient to provide such bonds through an in- 
surance company. ss 

49. Other aspects of insurance which may possibly 
concern a practising accountant are public liability 
and employer’s liability, but I do not propose to go 
into any detail because these risks apply equally to 

“pay other business enterprise. They are well known 
ad cover for them is readily obtainable. 

50. A special risk applicable to professional offices 
_is the possibility of the loss of clients’ papers, in- 
` volving the obligation to replace any papers which 

have been lost or accidentally destroyed. It is usually 
possible to effect an all-risks insurance to cover 
contingencies of this kind, including accidental loss 
of papers while in transit in the custody of the firm 
or any of its staff. 

51. In cases particularly of a smaller practice, the 
whole goodwill of the practice may be lost if one or 
more individuals are incapacitated for a lengthy 
period by illness or injury arising from an accident. 
Asa palliative, personal accident policies are available, 
particularly for accidents resulting in death, loss of 
limb or sight, temporary incapacity, and sickness 
resulting in temporary total incapacity; group 
personal accident and sickness insurance are also 
available to cover members of the staff in similar 
contingencies. 

52. The risks attending upon the use of motor-cars 
and the insurances available against them are too 
well known to need detailed discussion here. Where 
the car is used by the insured for business purposes, 
the insurance involves an extra premium and some 
insurance companies interpret the fact that books and 
papers may be carried by an accountant in his car, 
as being use of the vehicle for the carriage of goods or 
samples, and this may need special cover and an 
additional premium. A special position arises where 
employees use their own cars for the employer's 
business, because there rests upon the employer a 
liability at law for injury to persons, including 
passengers, and for damage to property caused by the 
negligence of the employee in the same manner as if 
the employer owned the car. 

53. To protect himself against this liability, the 
employer should require each employee, who uses 
his car for business purposes, to have his policy 
specially extended to cover this liability, and this 
can often be done without an extra premium. Alterna- 
tively, as an extra precaution, the employer can effect 
himself a contingent third party liability policy 
which will protect him in all those cases where the 
employee’s own policy is, for one reason or another, 
not effective in the particular circumstances en- 
visaged here. 

54. Perhaps one of the most serious risks of an 
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accountancy practice is the possibility of destruction 
by fire of the various books and papers. These can 
only be insured as such for the value of the materials, 
such as stationery, together with the cost of the 
clerical labour expended in writing them up, and while 
such cover may be useful, it is obviously not a com- 
plete insurance against the loss which might arise. 
Probably the only way to provide for this risk is by 
means of a consequential loss policy on the lines of 
the usual loss of profits insurance with which we are 
familiar from having dealt with such matters on 
behalf of clients. Special policies are available for 
accountants in this connection, which provide cover 
against the loss of gross fees and increased worki 

expenses in the event of disturbance of the norma 
work of the practice by fire. The amount of the 
indemnity is based on the amount of gross fees lost 
and on the’ actual increased working expenses in- 
curred, subject to the usual restrictions where the 
sum insured does not cover the full amount of the 
gross fees in the basis period. The indemnity is 
subject to adjustment as may be necessary to provide 
for the trend of the business and for variations or 
special circumstances affecting the business either 
before or after the damage, or which would have 
affected it had the damag? not occurred. The result 
of this, where the amount insured has been adequate, 
is to make the indemnity as nearly as possible equal to 
the net profits which would have been earned if the 
fire had not occurred, but, speaking personally, I 
think that a policy related to amounts recoverable 
under the ordinary fire policy is as good as any, for 
instance, say, four times the recovery under the fire 


policy. 


Working Papers 

55.1 have referred to the damage which can be’ 
done to the practice by the loss of working papers, 
but an almost equally serious problem is represented 
by the accumulation of these working papers in the 
course of years. The general practice, I imagine, is to 
keep: all these papers for a considerable length of 
time because it is never possible to bé sure that they 
will not be required again. The difficulty is to know, 
however, where to keep them and how to arrange 
them in such a way that they are available for ready 
reference. The amount of space that cah be devoted in 
any office for the storing of old files is usually limited 
and it will, generally speaking, be such space as is not 
usable for some better purpose. The result of this, 
unfortunately, is that these papers gather the dust 
in the course of years, and fall into some disorder. 
I think that in future the solution of this problem 
may lie, in those cases where the volume is great 
enough, in some form of photographing the papers 
on micro-film, which can then be stored in a much 
smaller space and in a much more orderly manner. 
In other cases where the volume is not large enough, 
I think the answer probably is to adopt a more ruthless 
attitude in regard to the destruction of old papers and 
it would be interesting to hear from those present 
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at the course what, in their practices, is the usual 
period for which. it is considered necessary to keep 
such files. 


Delegation of Responsibilit? 

56. I now refer to another subject wi. ch I have 
briefly touched on before. The increasing demands 
upon the time of partners and senior members of 
the staff have created a problem, in that insufficient 
time. remains available for routine supervision and 
examination by a partner of audit, tax or other work 
done by some member of the staff. The only solution 
to this, that appears to be practicable, is to delegate 
this work as much as possible to someone who has 
the time to deal with it, p 
difficult one in relation to the smaller personal tai. 
cases where attention to detail may make a sub- 
stantial difference in terms of money saved or lost 
to the client, but where it is difficult to lay down 
routine procedure which the member of the staff 
who is dealing with the matter can follow and which 
would enable a partner to be certain that all aspects 
have been covered. The danger of laying down 
routine procedures for such cases, as indeed in other 
cases also, is that strict adherence to them may 
create as many dangers and leave as many faults as 
if they had not been laid down in the first place. 
This is merely another illustration of the fact that 
there is no substitute for personal skill at any level 
of the work of an accountancy practice, but here 
again it would be interesting to know whether the 
same difficulty is being encountered in other practices 
and what steps are taken to meet it. 


Fees 
57. Lam sure that in a paper of this nature I shall be 
expected to make some reference to fees. It is well 
known that the Council has consistently refused to 
lay down any scale or scales. Personally I am convinced 
that the fixing of a standard scale would be a dis- 
service to the profession and in particular the smaller 

practitioner in the provinces. 


RELATIONS WITH THE REST OF THE 
PROFESSION 
Professional Etiquette 

58. I need say little here about the rules of etiquette 
by which our profession is governed, which are for 
the most part meticulously adhered to by our 
members. I realize, of course, that some members 
of the Institute suffer from competition by members 
` of other bodies which do not impose any restriction 
on advertising, in which membership can be 
obtained with little or no test of knowledge and 
ability, or from practitioners who belong to no 
accountancy body, some of whom adhere to no 
standard in these matters. It was at one time hoped. 
that a measure on the lines of the Public Accountants 
Bill would go far towards meeting this difficulty, 
and it is a matter of regret to all of us that no measure 
could be found to meet the problem. 


ut the matter is a particularly __ 
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Obtaining a Second Opin 
59. I think that, as a general rule 
ought to be far more ready than they. 
obtain a second opinion from a professi 
on points of particular difficulty. In 
medical professions this is almost a ma 
in cases of great complexity, and I t 
material. with which we as practisin; 
deal has now become so voluminous | 
interest would often be best served by 
opinion from someone who happens to 
ized knowledge of the matter involv 
there are proper safeguards, partici 
observation of the rule that the firm o 
to advise should communicate only 3 
who brought the case to it and not w 
direct, except with permission, I do 
such a practice-would be open to any : 
other hand, it might do much to improv 
of advice given to clients and thereby 
standing of the profession as a whole. 


Articled Clerks 


60. This leads me to another subject - 
of articled clerks. I consider that tl 
should attach much more importance 
done in the past to this question. It is : 
to say that articled clerks were at one til 
as a source of income in the form of n 
premiums or as a means of securing | 
The custom of obtaining non-returnal 
has all but died out, and the practi 
salaries to articled clerks, at any rate 
years, is on the increase. However, the 
I want to make is that the selection of : 
ought to be much more a matter of try 
whether the individual concerned is li 
the right type to enter the professic 
point of view of character and personal 
academic ability. Obviously, the profi 
future unless there is an adequate si 
members who have been properly trair 
the right type for the work and respons 
profession. Admittedly, the minimum 
general education which must be at 
articles can be entered into, are laid 
Institute, but this does not dispose of 
principals to exercise great care in sele 
suitable for service under articles. 


District Societies 


61. In any discussion about the relat 
rest of the profession, district socie 
facilities provided by them occupy ` 
aoe The lectures and discussion gror 

y such societies, as well as the provisio 
should be of considerable value to all 
the larger offices the number of partners 


staff often allows discussion of matter: 


interest within the firm itself, but even i 
the opportunities of an exchange of ide 
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titioners whose clientele and problems may be 
betetirely different should not be missed. This is, of 
, one of the main benefits of this course. 
partners or the sole principal of a smaller 

Ze? ould otherwise have no opportunity at all 
eg stip comment and opinion on the many 
cifficult matters which arise in practice from day to 
day, the district societies should fulfil a particularly 
important role. I hope, therefore, that increasing 







by such societies. 
In conclusion, I have to apologize if my paper has 
ees too elementary to many of you. Provided 
rovokes questions in the discussion groups, 
I shall il be satisfied. . ; 
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` Minister’ 8 Tribute to Lord Latham 


Speaking in the House of Commons on July 29th, 
the Minister of Transport referred to the intention 
of Lord Latham, J.P., F:A.C.C.A., F.C.I.S., to resign 
from the chairmanship of the London’ Transport 
Executive at the end af his present period of office 
in September’, and paid a high tribute to Lord 
Latham for his work in administering London’s 
transport services during the last six years. The 
Minister declared that chairmanship of the Executive 
‘a position of high importance requiring not only 
a wealth of skill and ‘experience, but. also, what 
was so necessary in this particular position, a 
keen realization of the views and feelings of the 
public on matters relating to their daily travel. 
. . » London transport as Lord Latham leaves it 
GC is without doubt the finest metropolitan transport 
system in the world’. 


Exchequer Equalization Grant 


The report of the Committee of Investigation into 
the Exchequer Equalization Grant, which we dis- 
cussed in a leading article in our issue of July 11th, 
has provoked a. swift. reply from the elected repre- 
sentatives of the twenty-seven county borough 


January last, a report. which we mentioned in a 
Weekly Note in our issue of February 7th. The 
report of the Investigating Committee having 
rejected the recommendations of these twenty-seven 
authorities, they have produced a unanimous 


1 See The Accountant:dated February 28th, 1953. - 





use will continue to be made of the facilities provided _ 


e councils who reproduced a report on the subject in ` 
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WEEKLY NOTES 


` ‘Report B’ which contains reasoned criticisms of the 


Investigating-Committee’s report and reaffirms the 
conclusions of their original report.. The gravamen 
of Report B. is that the lack of uniformity of rating 
standards makes any scheme dependent on rateable 
value inequitable, and that in any case rateable value 
is no accurate measure of the wealth of. a local 
authority. It observes that a scheme which gives 
Birmingham a grant of £14 million per annum and 
Manchester nothing, must certainly-be based on false 
premises and be suspect. The t, it says, should 
be related primarily to population, modified for the 
moment perhaps, by reference to figures of rateable 
value per head of weighted population in each local 
authority area. 


Civil Service Pay 


A Royal Commission under Sir Raymond Priestley 
is to review pay and working conditions in the Civil 
Service. This is the first general review of its kind 
since 1931 and the Commission will be considering 
the employment. conditions of all non-industrial 
civil servants who number about 600,000. 

It has been the. custom to reconsider the pay: aiid 
so on of members of the Civil Service about every 
twenty years and this.review may well be the most 
important of the series. In the first-place- the war 
ted to a voluntary relinquishment by eil servants of 
certain favourable features in their terms of employ- 
ment. Hours were increased and holidays reduced. 

Now, in the nineteen fifties, the: restoration of 
these. will have to be considered. But there are moré 
fundamental issďes to be examined. Civil’. Service 
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pay has moved lower in the national scales of re- 
muneration after more than a decade of inflation and 
some reassessment of the value of security in lieu 
of incentives to higher earnings is overdue. The 
issue of equal pay is bound also to loom up again 
and it may not be so easy to do no more than pay 
lip-service to the principle of equal pay after a Royal 
Commission has had its say on the whole range of 
salaries and conditions. Changes in remuneration, 
changes in hours and holidays and possible altera- 
tions in superannuation are all within the Commis- 
sion’s terms of reference.” : 


Marketing the Steel Companies 

The Iron and Steel Holding and Realization Agency 
announced this week the broad lines upon which it is 
proposed to market the steel companies nationalized 
under the Act of 1947. The Agency hopes to have the 
machinery of sale in smooth working order by the 
early autumn. Eight leading issuing houses and 
investment bankers have formed themselves into a 
consortium to handle the marketing of the issues and 
will, in effect, underwrite the flotations as they occur, 

As was expected, the Agency will start by offering 
the Big Seven for purchase but in what order has 
still to be divulged. These are Colvilles, Dorman 
Long, John Summers, Lancashire Steel, Stewarts 
and Lloyds, United Steel Compatiies and White- 
head.. The ordinary shares will be offered first and 
` those on the share register of these companies at the 
time of nationalization will have a priority of re- 

urchase. It will be possible to tender gilt-edged 
in lieu of cash but which Government issues will be 
eligible will not be known till nearer the time of sale. 

It is understood that the companies’ capital 

structure when marketed will not necessarily be the 
same as at the time of nationalization. The Agency 
‘has the job of ensuring that the companies are hived- 
off with a ca ital structure which is at the same time 
sensible so as their trading future is concerned, 
as well as attractive to the would-be purchaser. A 
private sale has already been negotiated by ad 
Agency. -Two ee shareholders of the Tem 
borough Ro Mills have bought back CR i 
holdings res) Steel, the third ‘holder, was never 
called upon to. relinquish its holding)~they are 
large companies not small shareholders. In this 
connection, incidentally, the Agency is emphatic 
that because this deal was negotiated at a price near 
the take-over price on nationalization, this coinci- 
dence does not mean that buyers will get shares at 
the old take-over price. They may be more; they may 
be less. Prices will be market prices after taking 
account of companies’ earning capacity and the 
present structure of interest rates. 
~ This last point may be important. The Agency 
proposes to pursue a flexible policy in terms and 
timing of the sales but. it is difficult to avoid Kg 
conclusion that a slow-moving queue caused by 


the market’s limited capacity to absorb. steel shares - 


would affect the terms of the later Dffers. 
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- Acquiring Motor Body Companies ; 
It was announced last week that the British Moj 
Corporation had agreed in principle to 
offer for the ordinary capital of Fisher’ & z2 
the motor body builders. This is the i 
its kind for it will be recalled that some tin eh 
Ford Motor om pany acquired control of Lä 
Motor Bodies. 1 

From the announcement it would appear thin 

neither the management nor the policy of Fisher & 
Ludlow is.to be changed by the acquisition. The 
company has over recent yéars built up a very 
diversified output in various kinds of steel preas- 
ings which it has sold to the industrial and con- 
sumer goods markets and this diversification is to go 
on. 
.. Hardly less important, . however; than its effects 
on the two companies concerned is the implication 
of the deal on the structure of the motor industry, 
It is not so much that this particular transfer of 
control is fraught with immediate dramatic signific- 
ance for the Big Five and the smaller motor com- 
panies. It is rather that it serves a8 a reminder that 
there is still a good deal of manoeuvreability within 
the industry, that two of the Big Five are gradually 
building up their position in a certain way against _ 
the day, which may not be very far off, when com- 
petition ‘fierce and unrelenting may. return to the 
motor-car industry. 


Industrial Output Keeps Up 


Despite the Coronation holiday, industrial produc- 
tion was higher in June than it was at the same time 
a year before. This estimate is provisional but an 
examinatiori of the index for May shows it running 
at 123 compared with 117 in May 1952. It is not 
surprising, therefore, that with a lead of six points 
in May the official index was able to absorb the 
Coronation celebrations in the following month 
without a decline in production compared with the 
early summer of 1952. 

The reason for the resilience in May and June is 
the come-back in textiles. At Ma June last year the 
textile recession was in full swing, but since then 
there has been a substantial recovery ~ in the case o 
rayon to record levels of output. The general picture 
of industrial activity is now, in fact, a complete . 
contrast with a year ago. The consumer goods 
gone through the worst and are in most cases well 
back on the road to recovery. But some of the metal 
and engineering industries are now lagging — due in 
part to a cessation or cancellation of armaments con- 
tracts. Even the continued excellent performance 
of the steel industry is not sufficient to hide signs of 
wilting here and there in capital goods. 

It may be, however, that increased- capital invest- 
ment which should now be following as a part of 
Budget policy as enunciated last April will be of some 
assistance in this part of the economy. The period 
under review is also, of course, a time of seasonal 
easing-off in the fuel and power industries. 
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Stock-markets continue to give an impression of 
confidence. Business is not by any means large but, 
with buyers predominating, gilt-edged and industrial 
equity values are moving slowly ahead. Prospects for 
firm autumn markets are considered encouraging. 


Courtaulds 


We complete this week the reprint of the full accounts 
of Courtaulds Ltd, the main feature of which this 
ear is the revision of the depreciation basis to which 
woe referred last week. Readers will also notice, how- 
b ever, the substantial excess of real capital employed 
over the issued capital of the parent company. 
Stockholders would be justified in expecting the 
making up of the nominal capital to a more appro- 
priate figure by way of capitalization of reserves. The 
chairman himself admits that the board would no 
doubt have taken such steps in ordinary circumstances. 
They have postponed action, however, largely 
because of the considerable recession in the rayon 
industry at home and overseas which began to ‘be 
apparent some eighteen months ago and, it is stated, 
is still in force to some extent. In these circumstances, 
and also because results in profits and dividends of 
the group’s extensive post-war expansion expendi- 
tures cannot yet be fully assessed, it is difficult to 
gauge the level of maintainable profits in future years. 
Moreover, as the chairman says, if there were to 
be a revaluation of assets as a whole — ‘about the 
desirability of which there are conflicting opinions’ — 
the nominal and issued capital would be further 
increased. 
A New Asset 


The balance sheet of London Stadiums Ltd at April 
30th, 1953, shows a new asset: ‘Lease of Wandsworth 
Stadium — consideration for surrender £68,340, less 
amount written off £5,000’. The balance of £63,340 
is carried out. The background to this new account is 
interesting. 

The company’s predecessor, The Wandsworth 
Stadium Ltd, held a sub-lease of the stadium and 
car park which expired in 1952. After entering into 
this sub-lease, that company was able to purchase the 
freehold, not only of the stadium and car park but 
of the adjacent property, the whole having been let 
on lease expiring in 1970. 

The position at the formation of the present com- 
pany, therefore, was that it owned a freehold property 
which had been let to a third party on a lease expiring 
in 1970 and part of which had been sub-leased to it 
until 1952. 

On expiry of the sub-lease, the directors en- 
deavoured to obtain a further sub-lease expiring in 
1970 when the head-lease will expire. These negoti- 
ations, however, failed. 

The maximum further lease that could have been 
granted under the Landlord and Tenants Act would 
only have carried the company to 1966, leaving four 


THE ACCOUNTANT 


FINANCE AND COMMERCE 


173 


years before possession of the freehold could be 
claimed. It was a position which the board viewed 
with considerable concern but which, it is stated, was 
happily relieved by an offer to sell all, or part, of the 
head-lease. The final result was the company’s aequi- 
sition of the head-lease of the stadium and car park 
at a figure which approximated to that given by 
professional advisers. 

By the acquisition of this lease, the company is 
relieved from paying a large annual rent. As it 
already held the freehold, it was decided to show 
the consideration for the surrender of the lease as a 
separate item and to write off annually an amount 
approximating the rent saved. 


Long-service Award 

An important point of principle concerning issues of 
new capital to existing shareholders for cash by way 
of Letters of Rights has recently been set down by the 
Financial Times. The matter arose in connection with 
the issue by John I. Thornycroft & Co Ltd, of 600,000 
£1 ordinary shares at par on the basis of one for each 
share held. The existing shares were worth about 
46s when the new issue was announced. 

As almost inevitably happens in such cases, some 
shareholders failed to use or sell their rights and 
25,539 shares were left over. For these excess shares, 
however, applications for 349,188 shares had been 
received. 

In making the allotment of the excess shares, the 


directors deliberately selected certain shareholders 


and excluded others, the shares going to applicants 
who were shareholders twenty years previously, in the 
proportion of their holdings on May 15th, 1933, to 
the excess shares available. 

The Financial Times through its contributor ‘Lex’, 
maintained that it was a new and bad principle to 
distinguish in this way between shareholders of the 
same class. Where equal allotment was impracticable 
because of the size of the application, the proper 
course, it maintained, was to ballot. 

Immediate notice of this criticism was taken by the 
board whose sole concern had been to give tangible 
recognition to the fidelity of those shareholders who 
had remained with the company through the diffi- 
culties of the slump of the 1930’s. They cancelled 
their decision and changed the basis of dealing with 
the excess shares so that all who had applied received 
an allotment. 


Money Market 

Treasury Bill applications on July 31st reached the 
record total of £395,455,000, an increase of nearly 
£20 million over the previous week. The market 
maintained the bid at £99 8s 3d and obtained 48 per 
cent of requirements, and the average rate was little 
changed at {2 Ge 11-66d per cent. This week the 
offer is raised to [260 million. 
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Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Accountants and Secretaries and 

_ Section 161 (1) (6) Companies Act, 1948. 
Str, -With reference to the further letter of ‘Chartered 
Secretary’ in your issue of July 25th, the consensus 
of opinion in the profession is that practical account- 
ancy experience plus a proper accountancy quali- 
fication is the spe qua non of a person who is deemed 
to be properly competent to act as an auditor, or to 
undertake other professional accountancy work. 

The concession given by Section 161 (1) (b) was 
made only on the grounds of expediency, as it was 
stated that the number of members of the recognized 
accountancy bodies might prove inadequate. I do not 
think that most members of the profession agree 
with this reason, and hope to see such concession 
eventually removed. 

In any case I do not think that because a person 
E such practical experience and happens to 

a member of an extraneous body, that this is-an 
argument for including the whole of the members 
of such body in a possible roll of qualified account- 


ant. Yours faithfully, 
CHARTERED ACCOUNTANT AND 
CHARTERED SECRETARY. 


Articled Clerks in Industry 
Sm, — As an articled clerk, who is now spending a 
four-month period in industrial experience with the 
Southern Division Headquarters of the British 
Electricity Authority after two and a half years’ 


service in a small provincial office,-I should like to: 


express my support of Mr Frampton’a recommenda- 
tion of greater use of the facilities offered by Bye- 
law 58 (c) of the Institute’s Charter (The Accountant, 
July 18th, pages 67-68), and add a plea as to its 
special advantages for those articled clerks serving 
_ in small provincial practices. ` 

These provincial practices can provide articled 
clerks. with a very wide variety of experience, with 
opportunities to assume responsibility and with ex- 
perience of working with clients; but they can rarely 
give any experience of accounting on a large scale, 
even at second-hand by audit experience. 

I suggest-that the filling of this gap in the practical 
professional training of chartered accountants is one 
of the outstanding advantages of this scheme. A 
further advantage mentioned by Mr Frampton, 
which I ‘endorse, is that the six-month period, 
necessitating’ as it does rapid inter-departmental 
movement, compels continuous mental alertness. 

When this is coupled with experience of office 





I submit that, providing the conditions laid down by 
the Institute for such experience are fulfilled, one 
who has experienced it will in all probability be 
better fitted to bear the title ‘chartered accountant’, 
I am, Sir, 
Your most obedient servant, 


_ Purbrook, Hants. J. P. HOUGH. 


‘Co-ordination of the Profession KW 
Sir, — Would it not be heartening if the presidents 
of the senior bodies let it be known that they had 
studied the views recently expressed in your columns 
on this subject? They might also add that they 
would once more take up the cudgels on behalf of 
the’ large numbers of practising accountants who 
are sadly in need of assistance. 

The objections to ‘closing’ a profession are legion 
but there has been such a deterioration in the condi- 
tions obtaining within the profession that it is 
unreasonable for it to have to bear any longer the 
burden of forswearing the various forma of protec- 
tion open to other professions. The conditions of 
practice and employment in the provinces would , 
be ludicrous if they were not so tragic. 

. If those who have voluntarily taken up the task’ 
of guiding our destinies would take heed not only of 
the urgency of the situation which is apparent from 
the correspondence, but also of the silent’ anxiety 
with which many face the future, they would be 
rendering an added service to the profession at a 
critical time when so much depends op their 


leadership. Yours faithfully, ` 
A.C.A 


The Accountancy of J. M. Keynes . 
Str, — So Mr Striker does not believe that the wood 
is there because he finds'a few weeds at the foot of 
some of the trees. And for an accountant to accuse . 
an -économist of unreality is like an elephant in a 
jungle complaining that the pigeons are shutting out 


‘the light. 


As E debits and credits were all! . 
Yours faithfully, 

- Dublin. A. PAKENHAM-WALSH. 
Sir, ~ It is a pity that. Mr Striker, who has been 
trained in both economics and accountancy, should 
misrepresent a great economist and then imply from 
this that economists in general foist unrealistic views 

on the public. , 

Keynes defined user cost as (G’—B)— (G-A). 





August 8th, 1953 


G =actual value of capital equipment at end of 
eee period. 
Aj =purchases from other business men. 

Mr Striker ignores (G’—B’) and hence obtains an 
absurd result for profit in his illustrative account. 
Having constructed his own Aunt Sally he has no 
difficulty in knocking it down. The only economist 
at fault is Mr Striker. 


Yours faithfully, 
London, WC1. H. W. HAYCOCKS. 
` Goodwill: Jeweller’s Business 


Wnr, — We shall be grateful if any of your readers will 
Greg advise us of the basis or bases of valuation 
of the goodwill of a jeweller’s business. 
Particulars of that which gives rise to this inquiry 
are: 


(1) It is carried on in competition with others 
serving all classes of customers in a semi-indust- 
rial city of 100,000 population and to which come 
farm and other rural communities on market 
etc. days. 

(2) Those goods in which any small jewellery 
business may be expected to deal are stocked, 
viz. gold, rolled-gold, silver, clocks, watches and 
fancy jewellery. 

(3) The business is conducted by the proprietor and 
his wife in premises which they own and of 

P which they are prepared to grant any reasonable 
lease to a private purchaser. 
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(4) Takings approximate £6-7,000 per annum, 
inclusive of ‘repairs’, yielding about £2,000 net 
profit. 
(5) Only health contributes to the wish to sell. 
Yours faithfully, 
PROVINCIAL C.A.s. 


‘Down the Escalator Going up’ 


Sir, — There is a rather simpler method of arriving 
at Charles Sidate’s fine than the solution given to 
the problem which appeared in your issue of June 
27th. X 
‘Rosemary Ravel was about to walk down the 
escalator.’ Twenty steps was one-fifth of the total 
steps, so she had 100 to go. The speed of the escalator 
(go steps a minute) was half as fast again as hers, 
so her travelling speed was 150 steps a minute, and 
she reached the bottom in two-thirds of a minute. 
So did Charles Sidate, as they arrived at the same 
time. If his own speed was x steps per minute his 
travelling speed was x — 90, so he covered 20 steps in: 





minutes = $ 
x- go 


making Charles’ own speed 120 steps per minute. 
In two-thirds of a minute he would therefore have 
run down Ho steps and mulcted himself of £r. 

One can only hope Rosemary was both sympa- 
thetic and disengaged for the evening! 


Yours faithfully, 
Madras, India. R. G. N. PRICE. 


REVIEWS 


The Changing Law 
by Sir Alfred Denning 
; (Stevens & Sons Ltd, London. ros net) 
Sir Alfred Denning is one of the Lords Justices of 
Her Majesty's Court of Appeal, and students of the 
law reports recognize him as one of the great judges 
of our time. This book is a collection of five lectures 
in three of which, in particular, he summarizes some 
pot the more remarkable judge-made reforms of the 
past decade: landlord and tenant, contract, ‘restitu- 
tion’, ‘women’s rights’, are all being silently tidied up; 
and, more than is generally realized, the executive 
in all its modern manifestations is being slowly 
brought within the discipline of the Courts. It is an 
encouraging picture, but no complacency is possible 
to one of Sir Alfred’s temper, and in his remarks 
here (as in another lecture last year) on the modern 
equity he makes uncompromisingly clear his view 
of what still needs to be done. 

The first and last lectures in the book provide a 
framework of a wider jurisprudence for the detail 
of the other lectures; and the whole book, no more than 
an evening’s reading, is one to be recommended to 
everyone who is concerned with one or other 
special department of the law. For, in the good 
simple English which is the language of the finest 


lawyers, it offers the broader view of a humane and 
cultivated mind; and its only conspicuous flaw is 
that it contains no record of the many judgments 
in which Denning, L.J., has himself helped to mould 
the changing law. ` 


RECENT PUBLICATIONS 


PRINCIPLES op SOUTH AFRICAN Company Law, by the late 
Eric Emmett, K.C., M.A., LL.D. Cape Towa and Trafford 
D. Barlow, B.A. GA), LL.B. (Cape Town), LL.D. (Stel.) 
Third- Edition by Trafford B. Barlow. xxix -+ 329 pp. 
84 x st. 35s net. Juta & Co Ltd, Capetown and 
Johannesburg. 

A Course IN BOOK-KEEPING, Fifth Edition, R. W. Holland, 
‘ O.B.E., M.A., M.SC., LL.D. V -+ 368 pp. 84 x 54. os 6d net. 
Sir Isaac Pitman & Sons Ltd, London. 

STORES ACCOUNTS AND STORES Conrrot, Fifth Edition, 
by J. H. Burton, F.5.A.A., F,LM.T.A, F.C.1.S. XV + 291 pp. 
84 x 54. 155 net. Sir Isaac Pitman. & Sons Ltd, London. 

AN ACCOUNTING Procression, by F. Sewell Bray, E.C.A, 
F.8.A.A. The inaugural lecture of the first Stamp-Martin 
Professor of Accounting, delivered at Incorporated 
Accountants’ Hall, 12 pp. of X 64. 2s 6d net. Cambridge 
University Press, London. 

Jorpans’ INCOME-TAX GUIDE, 1953-54, by Charles W. 
Chivers. 48 pp. 7 X 44. 2s net. Jordan & Sons Ltd, 
London. 

ILLUSTRATIONS TO ĪNCOME-TAX, 5th edition, by A. S. Silke, 
M.COM.(Eons.) (Cape Town), C.A. (8.A.). xvi +- 560 pp. 

4 x 6. 67s 6d net. Juta & Co Ltd, Cape Town and 
EE 
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“= NOTES AND NOTICES aay, 


Personal 
Messrs C. H. Travis & Co, Chartered Accountants, 
of 14 Manchester Square, London, W1, announce 
the retirement of Mr A. EDMUND TRAVIS, F.C.A., a8 
from June 30th, 1953. Mr Travis also retires from 
the firm of Leaca, Jounson, Travis & Co, Chartered 
Accountants, af 32 Kennedy Street, Manchester 2. 
and 20 Obun Eko Street, Lagos. Both practices will 
be carried on by the remaining partners under the 
same titles as before, but the London address has 
been changed’ to 128 Mount Street, London, W1. 


_ Mr E. CECI BARBER, F.3.A.A., practising under 
the style of E. C..Barser & Co, Incorporated 
Accountants, of 20-21 St Dunstan’s Hill, London, 
EC3, announces that he has admitted Mr E. P. 
KACHEL, A‘3.4.4., into partnership. The name of 
-the firm will remain E EE 


Professional Notes 


Mr G: K. Day, As, has been soos a 
director of Hickson & Welch (Holdings) Ltd. - 


Mr W. “Bourne,” A.c.w.A., Secretary of Job 
Wheway & Son Ltd, has been appointed an additional 
ee of the company. 


Obituary 
Henry Crewpson HOWARD, F.C.A. , 


It is with great regret that we have learned of the death 
on July 3oth, at the age of 84, of Mr Henry Crewdson 
Howard, F.c.A., senior partner in the firm of Pannell, 
Crewdson .& Hardy, Chartered Accountants, of 
London.. f 
‘Ata meeting of the Council, of the Institute held 
last Wednesda oe the President spoke of Mr Crewdson 
‘Howard as fo 
‘Admitted to membership i in 1893, he was elected 
. to, the Council in 1924 and retired as recently as 
| January of this year. He was Vice-President. in 
` 1947 and served on the Examination, Applications, 
` General Purposes, and Investigation Committees, 
. and the Planning, War Bye-law, and Organization 
_ Sub-Committees, having been Chairman of the 
General Purposes Committee and the Planning and 
Organization Sub-Committees, the last-mentioned 
since it was formed in 1946 to his retirement. . 
_ _ ‘He will ever be remembered for his ‘unfailing 
_ charm of ‘manner, his kindly sense of humour and 
, loyal service to the profession. He was well-beloved 
, by us all? 


In Parliament 
Rivers Act: TRADE EXPENDITURE , - 
Sir H. SUTCLIFFE asked . the Chancéllér of the 
Exchequer how far since the Rivers (Prevention of 
Pollution) Act, 1951, Her, Majesty’s Inspectors: of 
Inland Revenue have ‘been: authorized, to permit as 
an expense for taxation purposes, expenditure com- 


“ pulsorily incurred in the installation of trade effluent 
lants. 

d Mr R. A. BUTLER: I am advised that such expendi- 
ture is of a capital nature, and not therefore allowable 
as an expense for taxation purposes. Capital expendi- 
ture on the construction of industrial buildings or 
on the provision of machinery or plant would, how- 
ever, rank for the statutory allowances given in 
respect of such expenditure. 


Hansard, July 28th, 1953. Oral Answers. Col. 106 


TAX ARREARS: DISTRAINT 


Lieut.-Col. LıPToN asked the Chancellor’ of the 
Exchequer in how many cases during the past year 
goods and chattels have. been distrained by the 


income-tax authorities; how much tax was recovered . 


as ‘a result; and how ‘the figures compare with the 
previous year. 

Mr R. A. Bomm: I regret that this information 
could not be obtained without a disproportionate 
amount of expense and effort. ` 

Lieut.-Col. Lipron: Is the right hon. gentleman 
prepared to consider the advisability of removing 
from tax officers a right which they alone in the 
whole of the community possess, namely, the power 
to issue a warrant on their own initiative to distrain . 
the goods of any citizen? Is it not-time that that 
aspect of the law was changed and that tax collectors 
were put in the same position as any other creditors? 

Mr Butter: I do not think I agree. I think that 
without this power we might be in trouble. I also 
remind the hon. and gallant gentleman that in the 
great majority of distraint court cases we do ot 
have to press to actual levy. 


Hansard, July 28th, 1953. Oral Answers. Col. 1074. 


i ‘Chartered Institute of Secretaries 
OPENING OF New PREMISES 


Since its formation in 1891 and the granting of 8 
Royal Charter in 1902, the Chartered Institute of 
Secretaries has known many homes. This was due, 
mainly, to. an ever-increasing membership and con- 
sequent activity requiring larger and larger premises, 
but ‘during the last war its old Hall in London Wall 
was completely destroyed, together with many fine 
treasures, by enemy action. Further temporary 
homes have been occupied by the Chartered Insti- 
tute meantime, but on Wednesday of last, week, 
imposing new.premises were opened by the Lord 
Mayor of London, Sir Rupert De la Dëre, x.c.v.o., * 
M.P., at 14 New Bridge Street, in the presence of a 
distinguished company which included: 

Mesars Walter Barrie, Chairman of Lloyds, H. Beer, c.8., 

Under Secretary, Board of Trade, Sir John B. Braithwaite, 


Chairman, Council of the Stock Exchange; The Rt. Hon. Lord 
Justiee Cohen, Honorary member of the Chartered Institute; 
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Sheriff Sir Sidney Fox; Alderman and Sheriff Sir Harold 
Gillett, M.C., F.C.A.; Sir Gilmour Jenkins, K.C.B., K.B.E., 
M.-C., ‘Permanent Secretary, Ministry of Transport; Mr R. H. 
Strauss, Q.C., M.P., Parliamentary Secretary, Board of 
Trade, Colonel J: Hulme Taylor, on... The City Marshal; 
: Sir Harold Webbe, C.B.E., D.L., J.P., M.P.; together with 
high officers of many city institutions "and livery companies 

, and members of the Council of the Chartered Institute. 
The new premises.form part of the éstate of the 
Bridewell Royal Hospital and include the hospital’s 


Institute’s Council Chamber — and administrative 
offices. Previously the site was occupied by part of 
the Palace of Bridewell, built by King Henry VIII. 
e premises — which comprise besides the Council 
Chamber ‘already mentioned, and secretarial accom- 
odation, a most handsomely appointed members’ 
room, periodicals room and library ~ have been 
acquired on a twenty-one years’ lease. The Chartered 
Institute is therefore assured of impressive and con- 
genial quarters for a substantial interval in which 
consideration may be given to the decisions and plans 


regarding its final home. 


-Fhe Association of Superannuation and Pension 
Funds ` 


thirty-first annual general meeting of the 
Ee of Superanuation and Pension Funds was 
held on Friday, July ryth, at Caxton Hall, 
_ Westminster. The chairman of the association, 
“Mr Henry Lesser, C.B.E., LL.B., F.C.1.1., presided. 

The report of . the council for the year ended 

December 31st, 1952, records a membership `of 

'1,351 — the same figure as at the end of the previous 
year. During 1952 such matters as stamp duty relief, 
employment o 
payment of dividends without deduction of tax, and 
investment. of pension funds have been under 
consideration. 

The thirteenth conference of members was held 
last November. An address by Mr T. A, E Layborn, 
.B.E., on ‘Modern developments in pension schemes’ 
was followed by a discussion, the whole being 
subsequently issued in pamphlet form to members of 
the Association. 

d. The officers and council elected for the year 1953~ 
54 are as follows: 


President: Mr John C. Mitchell, J.P., F.c.1.8. . 
Chairman: Mr H. Sree ast ee LL.B., PG 
_ Vice-Chairman: Mr L . A. Ellwood, M.A., LL.B. 
Council: Messrs A. L. Burnell, F.1.M.T.A., AsA.C.C.A.; 
L. Dow; G. H. Ross Goobey, PIA F.8.8., DE R. H 


Hensman, Fcis; G. A.” Hosking, "PLA. ATLL, oe 
H. Chave Jones, ACA; s H. "Nuttall, ACA: B $ 
Porter, D.F.C., PIR SE , Price, M.P. 
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: ‘Professional -Classes Aid Council. - 


The thirty-second-annual report of the Professional 
Classes. Aid Council, presented by the Council’s 
chairman, — Lady ‘Cynthia Colville, D.c.v.o. - at the 
recent annual meeting, states that bere was a deficit 
on the year’s working of £1,192, which has been 
reduced only-by drawing in {1 1,000 froma substantial 


gift made three years ago. 
former court room -which will be used as fe. 


The report shows that o total of £13,245 was paid 
out in aid during the year ended March 31st. Fifty- 
three new cases were accepted for ‘financial help, and 


current, made a total of 275 families receiving assist- 
it fund four new grants 
were awarded, bringing the total of those receiving 
them to 63 and the amount spent to' EBI: General 
ney given during the year, to assist those in temporary 

difficulty, amounted to £1,717, while in the edu- 
cational and. training field, grants sone to 
£5) 52 were awarded. 

The Council is: composed of representatives ‘of 
almost all the great professional bodies, and works 
in close association with their benevolent funds and 
institutions. Among the. bodies represented are ~ 
The Institute of Chartered Accountants in England 
and Wales, The Society of Incorporated Accountants 
and Auditors,.and The Association of Certified and 
Corporate Accountants. 

The Council’s secretary for twenty-five years, 
Miss G. M. Walters, retired from office on August 
318t last; ‘she has been succeeded by Miss P. Roden 
who was appointed assistant’ secretary in E 1951. 


H 


"Te Birmingham Chartered Acċountant 
; Students’ Society i 

The seventieth -annual report of the committee of 
the Birmingham Chartered Accountant Students’ 
Society for ‘the year ended April 30th, 1953, records 
oncé again a most active year with a further’ rise in 
membership to make a new high total of 1,055. 

A comprehensive programme of lectures was 

ed in the autumn and spring’ sessions aiid five 

debates were heli with other societies; visits were 
also made to several Midland firms. The Saturday 
morning": lectures again proved of great benefit — 
three complete courses being run — while the ever- 
successful residential course at Ashorne: Hill took 
place in October for the third year, with a record 
attendance of ninety-seven | Final and Intermediate 
atudents: ed 

The Society’s annual dinner was held at The Grand 


JOHN FOORD. ER “COMPANY 


56 VICTORIA STREET, LONDON, SWI 


VALUERS AND 


OF WORKS, FACTORIES; 


. Telephone: Victoria 2002 G lines) 


ASSESSORS 


ANT: A MACHINGA Etc, 
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Hotel in November, when 350 members and guests 
were present; other social activities were two well- 
attended dances. 

At sport, a number of cricket, association football, 
rugby, and hockey matches were played -all with a 
fair-measure of success for the Society; an inter- 
office doubles tournament at tennis was also held. 

The policy of branch formation to cater for the 


‘district student’ continued during the year — meetings . 


being inaugurated at Hereford and Worcester. ‘The 
activities: of the Society are now carried on in six 
centres, . the ‘other branches and groups being at 
Coventry, Wolverhampton, and Stoke-on-Trent. 

- The following officers have been elected for 
1953-54: (z 

` President: Mr D. D Dodd, T.D., F.0.A. 

Vice-President: Mr F. C. A. Ledsam, F.C.A. 

Hon. Secretary: Mr A. B. Aspinall, Messrs Impey, 
Cudworth & Co, 5 Lower Temple Street, Birmingham, 2: 

Hon, Asst. Sec.: Mr N. Jj. Masterton. , 

Hon. Treasurer: Mr F, J. Rolinson, A.C.A. 

-Hon. Librarian: Mr R. B. C. Waring. ` 
: Hon. Auditor: Mr C. W..Maasey, E.C.A. 

Committee: Messrs R. H. Cobham, a.c.a. (Chairman); 

C -H. Bailey; R. M. Brown; M. EE M. G. 
Frampton; H. B.“Huntington-Whiteley; R. G. 
W. P. Kember; A. L. Smith, ACAS] 
Wolverhampton Area Branch); D -F 'L. Cook (Hon. Sec. 
Coventry Area Branch); C. A. M. Sparrey (Hon. Sec., 
University Accounting Society). 


Accountants’ Crossword: Solution 


The solution to the Accountants’ Crossword by 
Kenneth Trickett, a.8.a.a., which appeared in last 
week’g issue, is as follows: 

Across: 1. Irredeemable; 9. Rescind; ro. Surname; 
11. Auditor; va. Initial; 13. Vend; 15. Eightieth; 17. Re- 
straint; 21. Rate; 24. ‘Stencil; 25. Subsist; 27. Editing; 
28. Arising: 29. Final Meeting. 

‘Down: 2. Residue; 3. s, Elst 4 4. Endórse; 5. Missing; 
6, Barrister; 7. Examine; 8. W thy; 9. Real; 14. Direction; 
16. “Trustee; 78. Sheriff; 19. See 20. Testate; 22. ‘Tuition; 
a3. Stag; 26. Built. i 


Insurance Statistics 


A summary of .statements of assurance business 
deposited with the Board of Trade during 1952 was 
published on July 31st. The publication includes 
summaries of balance sheets, profit and loss accounts, 
revenue accounts for all classes of insurance business, 
and statements of new business and policies in force 
for life assurance and bond investment business. 
An improvement on the three previous issues of the 

to be published: since the war, is the 
addition this year of a summary of accident claims 
1 H.M.S.O., 6s net. 
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paid and outstanding. A ne publication, State- - 
menis of Life Assurance Business deposited with ‘the 
Board of Trade during the year ended December 31st, 

1952, is in course of preparations 


TWENTY-FIVE YEARS AGO 


From fär Accountant or AUGUST 11TH, 1928 
Extract from a leading article. 
Accountancy in Japan 

The miracle of the emergence of the land of the 
chrysanthemum from a state of barbarism: to the 
front rank of civilisation has recently received another 
illustration, The Japanese Government has gone on 
better than at least one of the western nations, an 
has equipped its commercial community with a la 
for the regulation of accountancy. 
_ In’ March 1927 there was passed through the { 
Japanese diet as a Government measure a law in- 
tended to control public practice under the title of 
“Keirishi.” An Imperial Ordinance was promulgat 
in September 1927 containing regulations for imple™- 
menting this. law, and as from that date the new . 
arrangements have been officially in force. 


SEVENTY-FIVE YEARS AGO _ 
From Whe Accountant op AUGUST 10TA, 1878 
Extract from a Note in Passing 
The Rights of Creditors È 

Creditors have so many rights, and have to defend 
them against encroachments of so many sorts, that a { 
book might easily be written dealing with Gees l 
else. Certainly a most useful work might be compiled, 
which would set forth the various rights of creditors 
that have been indisputably established in a court of 
law, besides being hazily set forth in legislative 
enactments. .. f 


TAXATION REPORTS. 
IMPORTANT SERVICE TO PRACTITIONERS 


These advance reports, published by Gee A Co (Publishers) Led, In collabor» 

ation with Taxation Publishing Co Ltd, have the following advantages: 
Repora pf every English and 569 cottish case are posted to as soon, ^ 

ew of his Judgment has been: approved by the” 

Judge St is r te EVERY Income-tax, EP. te tax, stamp duty, 

ei estate duty judgment in Kë -English and Set Ce Courts ts reported 

A Nre Mare, O.C ak Ths re citation in are prepared oy 
r N. E. Mustos, Q.C. x The s ropare Inelud inude fol fats apres oft tha jud i 

of statutes Judiclaliy ere 

sidered, and a subject A are a ed ae at the end eir on 

completion of each volume, 


Annual Subscription 30/- post free 


GEE & COMPANY PUBLISHERS LIMITED 
27-28 BASINGHALL STREET, LONDON, EC NARCH 5347-8 
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INSIDE. INFORMATION 


lecture given by Mr W. G. DENSEM, F.c.a., earlier in that 
month to the London Chapter of the Institute of Internal 


I: ‘our issue of March 28th of this year we reproduced a 


‘Auditors on the relationship which exists between the statutory 


auditor and the internal auditor; and, in a leading article in the 
same issue, we underlined the essential differences, as indicated 
by Mr Densem, in the functions of the two offices. Because of 
the increasing number of organizations which now have an 
internal audit department, - the Council of The Institute of 
Chartered Accountants in England and Wales has just issued, 
for the benefit of its members, some notes on the same subject 
which are reproduced elsewhere in this issue. . 


The Council -stresses at the outset the exact meanings of the 
terms ‘internal control’, ‘internal check’ and ‘internal audit’, and 
it is essential for the external auditor always to keep clearly 
before him these definitions. It is not enough to remember that- 
internal check and the internal audit are both _forms of internal 
control or even to be able to recognize the broad p principles of | 
these two kinds of control. He must be familiar with, “arid able 
expertly to apply, the general theory to the (probably) highly 
individual systems of his own particular clients. Further, he 
must know beyond doubt where the external audit stands in 
relation to all this internal activity and how best he can safely 
make use of it. The existence of a strong system of internal 
control will be welcomed by the conscientious external auditor, 
not as an excuse for doing so much less detailed work but rather 
for the extra time it enables him to devote to the consideration of 
the more general aspects of the audit. It is not too much to say 
that the development of internal control by a progressive manage- 
ment is justified for the opportunity it gives the statutory auditor, 
in his comprehensive survey of the company’s affairs, to make 
assurance doubly sure. 


‘The Council’s pamphlet states the field of relationship between 
the statutory auditor and the internal auditor and suggests how 
co-operation between them may best be achieved. On the first 


. of these points, it-is imperative that the external auditor should 


appreciate the fundamental differences in scope, approach and 
responsibility because it is only on the ground common to both 
that the co-operation of the internal auditor may be sought by 
him. It cannot be too strongly emphasized that, however object- 
ively the external auditor may use this desirable amenity of his 
client’s. organization, he cannot evade the responsibilities which, 
by E are his alone. ech Kei 
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`” Industrial Building Repairs 
XPENDITURE qualifying under Section 
E» (1) may also enter into a claim for 
‘maintenance’ relief under Schedule A. To 
the extent to which such egpenditure increases 
‘the maintenance relief, it ceases to qualify for 
capital allowance and, accordingly, these allow- 
ances have to be revised again. As each block 
of expenditure will normally affect maintenance 
claims for five different years, revisions may be 
frequent (Section 18 (2)). This subsection is 
also retrospective except that it is not to increase 
assessments which were already final and con- 
clusive by April 15th, 1953. Incidentally, the 
restriction in Section 18 (2) is expressed to apply 
only where maintenance relief is given by re- 
payment. In practice it is often given by dis- 
charge from assessment. This will presumably 

be treated as a notional repayment. 
Section 18 is to be construed as though it 
formed part of the industrial building allowance 
provisions (Section 18 (3)). 


Section 19: Change of Proprietor of a Trade, etc. 
Section 19 seeks to rationalize the somewhat 
obscure provisions dealing with the basis of 
assessment where a trade, profession or vocation 


changes hands. It replaces Sections 145 and 146 ` 


of the Income Tax Act, 1952, formerly Rules 11 
and o of Cases I and II of Schedule D, the 
obscurity of which is historical in origin. 


Section 19 (1): Automatic Application of 
Cessation Provisions 
Section 19 (1) lays down a general rule that 
‘where in any year of assessment there is a change 
in the persons engaged in carrying on any trade...’ 
the assessments: on the profits are to be com- 
‘puted on the footing that the trade was ‘per- 
manently discontinued’ on the date of the 
‘change and that.a new trade was set up on the 
same day. Under Section 145 (2) of the Income 
Tax Act, 1952, now replaced, it had to be shown 
‘that a person or a partnership had ‘succeeded’ 
to the old trade and that subsection simply 
‘provided that the: old trade was to be treated as 
‘discontinued’ but this was in practice construed 
as meaning ‘permanently discqntinued’ for the 
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purposes of bringing in the Se provisions 
in Section 130 (1). 

The new expression ‘a change i in the persons 
engaged in carrying on’ the trade could hardly 
be more vague. According to one philosopher, 
life itself is change. The expression is modelled 
on Section 145 (1) but that subsection deals with 
a change in a partnership and goes on to explai 
the kind of change in contemplation, as being 

‘by reason of retirement or death, on the dis- 


solution of the partnership as to one or more of 


the partners, or the admission of a new partner.’ 
No doubt the draftsman of the new Section 19 (x) 


is aiming at changes of the same order but whether - 


he has been successful in confining the sub-section 
to changes of this kind is open to doubt. 

Section 19 (3) in any case makes it clear that a 
change in personal representatives or trustees 
carrying on a business as such is excluded from 
Section 19 (1). 


Section 19 (3): Partnership Changes 
Passing over Section ro (2) for a moment, we find 
in Section 19 (3) a provision in some respects 
similar to the proviso to Section 145 (1), which 
it replaces. Section 19 (3) applies where a person 
who was engaged in carrying on the trade before 
the ‘change’ under Section ‘rg (1) continues to be 
so’ engaged immediately after the change, i.e. 
where a sole trader takes in one or more partners 
or there is a change in the constitution ‘of the 
existing partnership with at least one of the old 
partners remaining. The persons engaged before- 


hand after the change can opt out of the ces-` 


Wl 


; 


sation and commencement provisions, provided „~ 


they all sign a notice in writing to that effect and 
send it to the Inspector within twelve months 
after the change. The proviso to the old Section 
145 (1) gave right to opt into these provisions. 


Section 19 ZE Continuing Basis after Partner- 
ship Change 

Section 19 (4) sets out the effect of the notice 

under Section 19 (3). It replaces the unsatisfactory 

provisions of Section 146 and at the same time 

in effect reverses the decision in Osler v. Hall & 


Co ([1933] 17 T.C. 68; 11 A.T.C. 253). 


The assessable profit is computed as though 
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wpe change had not occurred, i.e. on the con- 
tinuing basis, and is then apportioned between 
the period before the change and the period 
after it. Two separate assessments are then made 
in these two separate amounts; one on the 
persons carrying on the trade etc. before the 
change, one on the persons carrying it on after 
the change. In other words, there is no longer an 
apportionment of the assessment itself. 

The apportionment of the profit will normally 
be on a time basis, but not necessarily so, for the 
“Subsection directs that the profit be apportioned 
‘as may be just’. However, apportionment on a 


t 


THE ACCOUNTANT 183 


basis other than time is not likely to be suggested 
by the Revenue, and if a taxpayer claims it, he 
will have to show that in the particular circum- 
stances of the case it is more just than the time 
basis. Questions as to the manner of apportion- 
ment are to be decided as laid down by Section 
329 (1) of the Income Tax Act, 1952. That is, 
they are to be dealt with in the same way as 
Schedule D appeals, except that all the persons 
concerned may either appear and be heard or 
may make representations in writing to the 
Appeal Commissioners (Section 19 (4) (a)). 
(To be continued.) 


A PROPOSED NATIONAL ASSOCIATION 
OF PRACTISING ACCOUNTANTS 


letter submitted by the promoters of a 

proposed National Association of Practising 
Accountants, together with one that has been 
sent by the promoters to the Councils of four 
recognized accountancy bodies. The Institute 
of Chartered Accountants in England and Wales 
is the first of those approached to make known its 
attitude to the proposal and we have reproduced 
the reply authorized by the Council. 

‘Registration’ is stated to be the primary 
object of the proposed association. The promoters 
consider that ‘previous attempts at registration 
have failed owing to the lack of a unified body 
which can speak directly for and exercise authority 
in the name of all practising accountants’. Those 
who laboured long and hard on the Co-ordinating 
Committee of the recognized bodies may be 
excused the ebullience with which they have no 
doubt reacted towards so ill-founded a criticism 
of them. Clearly, the proposed association could 
take no step which has not already been taken, or 
could be taken, by the Co-ordinating Committee, 
unless of course the promoters have in mind a 
kind of supreme soviet which would act without 
ascertaining by normal methods the wishes of all 
practising accountants holding recognized quali- 
fications. 

We shall not review here the long history of the 
draft Public Accountants Bill and the difficulties 
which led to its abandonment. It is sufficient 
to say that the Bill was accompanied by an 


Ho sten in this issue we publish a 


explanatory memorandum when issued in 1946 
to all members of the sponsoring bodies; and that 
the decision in 1951 to abandon the Bill has been 
explained in various presidential statements. 
The history of the matter contains not a shred 
of evidence to support the view now advanced, 
by the promoters of the proposed association, as 
to the cause of failure. 
But even if the promoters were right in their 
view, what is the remedy they suggest? They 
would have all public accountants — including 
those who are not members of recognized bodies — 
join together in one association with the primary 
object of promoting legislation for registration. 
Do the promoters seriously believe that practis- 
ing members of the recognized bodies would be 
so-disloyal and so heedless of their own interests 
as to act through such a polygenetic association, 
on so fundamental a subject as registration, with- 
out the wholehearted support of their respective 
bodies? If such support were forthcoming, the 
action contemplated could be pursued by the Co- 
ordinating Committee itself. If such support 
were not forthcoming, a bitter conflict would 
exist between the proposed association and the 
recognized bodies. Can the promoters be in 
any doubt about the outcome of such a conflict? 
So much for the primary object. What then 
of the other objects? The second object is 
‘representing the unified interests of practitioners, 
and the protection of the interests of practising 
accountants genefally’. The promoters give no 
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indication of the kinds of situation which they 
consider to have arisen in the past and to have 
resulted in detriment to the profession because 
of incompetence on the part of the recognized 
bodies. These bodies have freqently demonstrated 
their readiness, when necessary, to co-operate 
closely on matters affecting the profession as a 
whole. 

‘Information on the conduct of practice’ is the 
third object. It is well known that none of the 
recognized bodies purports to provide an official 
advisory service to which members can put 
specific problems arising in their practices. 
Anyone who has given thought to the way in 
which such a service would have to be administered 
may well doubt whether it would add much of real 
value to the existing sources of information 
available to members of recognized bodies. 
What are these sources?’ They include summer 
schools, and other conferences, district society 
meetings and similar functions, all providing 
opportunities for discussion in groups and in 
private; the published papers given at such 
functions; recommendations of the Council of 
the English Institute and other technical publica- 
tions of the recognized bodies; informal advice 
obtainable from fellow practitioners through 
arrangements which exist for this purpose; and, 
indeed, the columns of this journal. 

Object number four is ‘to give guidance on 
fees’. We are not sure whether this is merely 
amplification of the third object (information 
on the conduct of practice) or whether the 
promoters envisage the launching of scales of 
fees. If scales are contemplated, the support of 
the recognized bodies would clearly be necessary 
to endow the scales with any practical value. 
On scales, therefore, as on registration, we think 
the proposed association could do nothing 
which it is not open to the recognized bodies to 
do (as indeed they have in relation to approved 
auditors and in relation to work for government 


departments) whilst if the proposed association- 


came into conflict with the recognized bodies 
their members would know where their loyalty 
lay. 

The fifth object is ‘to organize pension schemes 
for the benefit of practitioners and their staffs’. 
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No. 2 Committee is available, the recognize 
bodies will examine the possibilities to which 
the committee’s recommendations give rise. 

Perhaps the most surprising object is number 
six, ‘to facilitate the transfer of accountancy 
work from unqualified persons to our appropriate 
members’. Just what is contemplated is anybody’s 
guess, but our surprise springs mainly from the 
fact that the promoters have made it clear that 
the membérship of the proposed association 
would include unqualified persons. 

We make no comment on the seventh and last 
object, ‘to obtain benefits on practice costs for 
members’, beyond saying that the more we try 
to discern themeaning the more elusive it becomes. 

Speaking generally of objects two to seven, 
the promoters have suggested to the Councils 
of the recognized bodies that the Councils’ 
interest in these fields has been ‘limited and 
recent’ and that they ‘have approached these 
problems from a predominantly academic stand- 
point’. Such statements, combined with the 
general sketchiness of the proposals as a whcie, 
seem to us to indicate a lamentable remoteness 
from reality. A sympathetic reception was 
scarcely to be expected. 

Indeed, the general tenor of the letter to the 
Councils of the recognized bodies was not 
calculated to disarm by tactful expression. For 
the promoters of an association not yet in being 
to suggest to the Councils that the association 
might co-operate ‘by relieving you of some of 
your activities which impinge on some of ours’ 
was audacious enough to risk a rebuff even if the 
proposal itself had been possessed of merit. 

By seeking publicity for their proposal, the 
promoters have made it clear that they have 
greater confidence in themselves than in the- 
Councils of the recognized bodies. The terse and 
uncompromising reply from the Council of the 
English Institute will cause no surprise. The 
Council cannot be expected to take kindly to a 
proposal designed to draw the practising members 
of the Institute into some form of ‘trade associa- 
tion’ whose primary object is to seek registration 
and whose other objects are to undertake activi- 
ties closely allied to some that have become 
well established features of the work of the 
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EQUITY AND THE INCOME TAX ACTS 


by SIDNEY I. SIMON 


HE House of Commons recently gave 

| an airing to the problem of companies 
which avoid taxation by artificial cessa- 

tions. The method employed is the relatively 
simple one of changing the basis of assessment 
by transferring the business to a new company 
formed for the purpose. There may well be 
remedial legislation in the future, but provided 
„an avoidance scheme is legal, in so far as it 
*concerns income-tax the Revenue are at present 
powerless to prevent it. This, of course, ignores 


relations to his business or to his property as to 
enable the Inland Revenue to put the largest 
possible shovel into his stores’. 


No Equity 
Assuming a taxpayer has arranged his affairs 
so as to walk outside the taxing acts, is he open 
to attack before the Commissioners or before 
the Courts on the grounds that his non-liability 
to tax is inequitable? This line of approach has 
been tried in the past and found to be wanting. 


specific provisions where a particular section 
may provide that a certain state of affairs shall 
be deemed to exist. 


Contrast 
‘Every man is entitled if he can to order his 
affairs so that the tax attaching under the appro- 
priate Acts is less than it otherwise would be. If 
he succeeds in ordering them so as to secure this 
result, then, however unappreciative the Com- 
missioners of Inland Revenue or his fellow 
taxpayers may be of his ingenuity, he cannot be 
compelled to pay an increased tax’, 
said Lord Tomlin in Duke of Westminster v. CO /. H. 
([1935] 14 A-T.C. 77, 85; 19 T.C. 490, 520). 
A contrasted line of approach came from 
Viscount Simon, L.C., in Latilla v. CIR. 
([1943] 22 A.T.C. 23; 25 T.C. 107, 117). 


‘My Lords, of recent years much ingenuity 
has been expended in certain quarters in attempting 
to devise methods of disposition of income by 
which those who were prepared to adopt them 
might enjoy the benefits of residence in this country 
while receiving the equivalent of such income, 
without sharing in the appropriate burden of 
British taxation. Judicial dicta may be cited 
which point out that, however elaborate and 
artificial such methods may be, those who adopt 
them are “‘entitled” to do so. There is, of course, 
no doubt that they are within their legal rights, 
but that is no reason why their efforts, or those of 
the professional gentlemen who assist them in 
the matter, should be regarded as a commendable 


exercise of ingenuity or as a discharge of the duties ` 


of good citizenship.’ 

It seems to rest with the individual to choose 
between the two, although it should be 
remembered that, in the picturesque words of 
the Lord President (Clyde), in Ayrshire Pullman 
Motor Services and D M. Ritchie v. CLR. 
([1929] 8 ATC 531, 537; 14 T.C. 754, 763), 

‘No man in this country is under the smallest 
obligation, moral or other, so to arrange his legal 


‘Equity and income-tax are strangers’, said 
Lord Sands in CLLR. v. Granite City Steamship 
Company Limited ([1927] 6 A.T.C. 678, 681; 13 
T.C. 1, 16). 

Rowlatt, J., in Cape Brandy Syndicate v. 
C.I.R. ([1920-21] 1 A.T.C. 293, 297; 12 T.C. 358, 
366) put it this way: 

‘, . . in taxation you have to look simply at what 
is clearly said. There is no room for any intendment; 
there is no equity about a tax: there is no pre- 
sumption as to a tax; you read nothing in; you 
imply nothing, but you look fairly at what is said 
and at what is said, clearly and that is the tax.’ 


The facts in Kiiman v. Winckworth ([1933] 
12 A.T.C. 119; 17 T.C. 569) were that the tax- 


payer who had obtained a divorce from his wife 


claimed ‘housekeeper’ allowance under the then 
law (Section 1g (1) Finance Act, 1920), and 
before the Commissioners he succeeded. The 
decision of the Commissioners included this: 


‘On the grounds mentioned and in equity we 
directed that the “housekeeper” relief be granted.’ 


Finlay, J., reversing their decision, thought 
that the Commissioners had been ‘led astray 
by perhaps a very natural sympathy’. He found 
that the grounds did not support the claim and 
he added: 


‘I am not quite sure what they mean by the 
words “in equity”, but it is, of course, elementary 
that in these cases what one has got to do is to 
look at the exact words of the section which gives 
an exemption and ascertain whether the person 
brings himself within it. There is no room, of 
course, in 4 Taxing Act for equitable considera- 
tions, if by “equity” the Commissioners meant 
there, as I suppose they did, considerations of 
what they conceived would effect a just result 
in all the circumstances. It is, of course, for the 
legislature and not for the Courts to consider 
matters of that sort.’ 


It might be pertinent to add here that the 
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legislature must be assumed to have said what 
it intended and that a Court may not assume 
that the legislature has made a mistake. 

‘You cannot impute what you may think the 
legislature may or may not have meant; you 
are bound by the words as to what they have done 
and what they have not done.’ ` 


(Lord Hanworth, M.R, in Dewar v. CIR 
([1935] 14 A.T.C. 329, 332; 19 T.C. 561, 572). 


Form and Substance 


If the Revenue is precluded from laying on a 
charge, and the taxpayer is precluded from claim- 
ing relief, bya regard purely to equitable considera- 
tions, the next matter for consideration is whether 
either party is entitled to claim that the Com- 
missioners and indeed the Courts should look 
at the substance of a transaction rather than at 
its form. Once again to quote Viscount Simon, 
this time in CIR v. Wesleyan and General 
Assurance Society ([1948] 27 A.T.C. 75, 76; 
30 T.C. 11, 25): 


‘It may be as well to repeat two propositions 

. which are well established in the application of 
the law relating to income-tax. First, the name 
given to a transaction by the parties concerned 
does not necessarily decide the nature of the 
transaction. To call a payment a loan if it is really 
an annuity does not assist the taxpayer, any more 
than to call an item a capital payment would 
prevent it from being regarded as an income pay- 
ment if that is its true nature. The question always 
is: what is the real character of the payment, not 
what the parties call it. Secondly, a transaction 
which, on its true construction is of a kind that 
would escape tax, is not taxable on the grounds 
that the same result could be brought about by a 

` transaction in another form which would attract tax.’ 


` An exhaustive consideration of this question of 
form and substance was given by the House of 
Lords in the Duke of Westminster's case. The 
rule then laid down has on many occasions since 
been referred to by the Courts. The principle is 
this. The vital element in a transaction is its 
substance whatever the form. The substance 
is the legal effect of the mutual arrangements 
between the parties whether written or not. 
It is this legal: relationship which is of the 
essence and once it has been established it is not 
permitted to either party to claim that he in- 
tended something else which would have pro- 
duced the same practical result. The best 
example lies in consideration of a partnership, 
see Dickenson v. Gross ([1927] 6 A.T.C. 551; 
rr T.C. 614) and Fenston v. Johnstone ([1940] 
19 ATC 62; 23 T.C. 29)e in which case 
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Wrottesley, J., quoting from an earlier decision 

said (at pages 66 and 35 respectively): zc? 
‘It is not in the least conclusive that the parties 
have used a term or language intended to indicate 
that the transaction is ce thee which in law it is.’ 


But previded the documents are bona fide and 
intended to be acted upon and not merely used as 
a cloak to conceal a different transaction then it 
is not possible for either party, i.e. the Revenue 
or the taxpayer, to go behind them. 

Lord Tomlin, in the Duke of Westminster's 
case, at 14 ATC, page 85; 19 T.C., page 520, 
put it ina nutshell: P 

“This so-called doctrine of “the substance” 
seems to me to be no more than an attempt 
to make a man pay notwithstanding that he has 
so ordered his aftairs that the amount of tax 
sought from him is not legally claimable.’ 


Although it is a well-established rule that the 
surrounding circumstances must be regarded 
in construing a document it must always be 
borne in mind that it is the document itself 
that the Court has to construe. 


Tax Avoidance 


Even if the avoidance of income-tax or sur-tax is 
an element in a transaction it does not necessarily ` 
mean that the transaction is thereby open to 
attack. In Whitmore v. CIR ([1925] § A.T.C. 1; 
10 T.C. 645), where a shareholder in a company- 
had received a bonus in debenture stock, Rowlatt, 
J., after referring to the finding of the Com- 
missioners said: 


‘If what is meant is that the company ere 

this transaction, being a real transaction, and one 

` which does not make the shareholder liable to 

super-tax, in lieu of another transaction which 

would have made him liable, that circumstance 

has no materiality, as many cases show, in a 
contest of this kind? . 


And in the Ayrshire Pullman Moi ESE daa 
Sands said (8 A.T.C. 538; 14 T.C. 765): 


‘My first impression with regard to the case 
was that the case for the Crown was to be that 
this was a simulate transaction. It is scarcely 
doubtful there was an element in the transaction 
and the arrangement for avoiding payment of 
income-tax. But all such arrangements are not 
simulate.’ 

It will be appreciated that vastly different‘ 
considerations arise in relation to profits tax 
and excess profits levy in view of the anti- 
avoidance provisions of Section 32 of the Finance 
Act, 1951, which is extended to excess profits 
levy by Section 69 of the Finance Act, 1952. 
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IN INDUSTRY 


by J. CLAYTON, A.C.A. 


‘Accountancy offers ample scope for differences of opinion.’ 


Introduction 
URING the last two decades, the important 
role of accounting and the accountant in 
industry and commerce has increasingly im- 
p Pressed itself upon both the business community and 
the accounting fraternity. That intrepid pioneer, 
Mr F. R. M. de Paula, recently 
ve an excellent résumé of the 
istorical reasons for the growth 
| of industrial accounting.1 Per 
"Contra, Sir Charles Renold, in an 
apt and oft-quoted extract from 
one of a series of lectures on 
“Management and the account- 
ant’, defined thus the causal 
relation between industry and 

_ accounting: 

“The extreme importance of 
the technique of accountancy 
lies in the fact that it works 
in the most nearly universal 
medium for the expression of 
facts, so that facts of great 
diversity can be represented in 
the same picture.’? 


Moreover, there is also a grow- 
ing understanding of the inter- 
| dependence of publicly prac- 
tising and industrial chartered 
) accountants in carrying out the 
supremely important function 
of making accounting ‘the hand- 
| maid of management’. 


‘In our view the accountancy profession will be 
expected, in the future, to play a prominent part 
in the improvement and development of the cost 
accounting methods employed by industrial under- 
takings.’* 


An address delivered on July 11th, 1953, at the summer 
course of The Institute of Chartered Accountants in 
England and Wales, held at Christ Church, Oxford. 


1In a paper contributed to the Third Session — “The 
accountant in industry’ — of the Sixth International Con- 
gress on Accounting. See pages 231 to 236 of the Report of 
the Congress Proceedings published by the Congress and 
printed by Gee & Co (Publishers) Ltd, and The Accountant, 
| July 19th and 26th,.1952, at pages 70 and 95. 

* From the address by Sir Charles Renold, ‘Management 
and the accountant’ -Gee & Co (Publishers) Ltd, at page 
22 — a series of lectures to the London and District Society 
of Chartered Accountants, and The Accountant, November 
27th, 1948, at page 428. 

* Developments in cost accounting (The Institute of Chartered 
Accountants in England and Wales), page 48. 
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In consequence, there has been a spate of exemplary 
papers on management accounting. They include, in 
addition to the publications referred to above, papers 
given at the summer courses; and others read before 
various district societies of chartered accountants and 
published from time to time in The Accountant. 

Many of the foregoing papers 
have been written by members 
of the Institute who are, or have 
been, members of the Taxation 
and Research Committee. I re- 
gard myself as fortunate in hav- 
ing had the many opportunities, 
thereby available, of discussing 
with them the various aspects of 
industrial accounting in which 
they have made their significant 
contributions to the pool of 
accounting experience and know- 
ledge. 

So much valuable ground has 
been covered by those papers, 
with which I am sure you are all 
familiar, that I intend, as far as 
practicable, to refrain from cover- 
ing the same ground again in 
this paper. Where this is un- 
avoidable I shall endeavour to 
make the necessary points by 
quotation from those expert 
treatises; contenting myself, in 
the main, with trying to evaluate 
some of my own experiences, in 
the hope that a knowledge of problems I have en- 
countered may help others to avoid some of the 
tribulations of me and my contemporaries during the 
past quarter-century. You will appreciate, therefore, 
that except where otherwise stated, I shall — despite 
the title of my paper - be recounting the experiences 
and expressing the views, primarily, of one chartered 
accountant in industry. 

Before, however, resorting to personal experience, 
I intend to adumbrate certain basic principles and 
processes of accounting. To those of you who find 
these too elementary, may I pass on the advice of 
Heine: . 


‘If you who read become tired of the “stupid” 
stuff herein, just think of the dreary time I must 
have had in writing it. I would recommend you, on 
the whole, once in a while to skip half a dozen 
leaves, for in that way you will arrive sooner at the 
end,’ 


H 


H 
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Basic Principles 

There are many ways in which mankind can be 
distinguished from the remainder of the animal 
kingdom. But man distinguishes himself from other 
animals by his work. So it is with the chartered 
accountant in industry. He must first and foremost 
be a ‘craftsman’; he must be competent and thorough 
in his work. This requires a clear understanding of a 
few-a surprisingly but insufficiently understood 
few — basic principles; and their application. Mr Fea, 
in his 1949 paper,! described accounting as “both a 
science and an art’ - the science of recording and the 
art of interpretation. Before, therefore, his art of 
accounting may flourish and bring forth fruit, the 
industrial accountant must be sure of the scientific 
basis of his recording. 

In essence the science of accounting is a very 
simple thing — it consists in only four elements. First 
a simple definition — accounting is a method of 
recording all transfers of value. Next, let us establish 
that double entry is not just a trick to confuse the 
uninitiated but merely a recognition of the dual 
aspect of every transfer -a come-from and a go-to. 


‘The quality of mercy is not strain’d. . . . It blesseth, 


him that gives, and him that takes. . 7 Next, 
consider the two primary accounts, the ME and the 
you account—the effect of each transfer on the 
relevant person (or business) and the outside world 
respectively. Finally, the remainder of the science 
of accounting is concerned with an analysis of the 
ME account. 

Similarly, the basic accounting processes are 
equally simple of cognition. There are only four ~ or 
five — distinct accounting processes. First, recording 
—or entry; next, calculation—the addition of 
multiples of a common unit; next, analysis, followed 
by the aggregation of common transactions; and 
finally, copying. 

Accounting, therefore, is essentially a simple science 
embracing few distinct processes. Its intricacies are 
not inherent in itself but merely reflect the complica- 
tions of the world in which we live. 

Accounting as an art is essentially pictorial — the 
presentation of the scientifically prepared data in 
coherent pictures, either: 


(a) photographic — is it true and fair? or, 
(b) propagandist — what is to be done? 


A thorough grasp of the basic principles and pro- 
ceses of the science — and an understanding of the 
scope of the art — of accounting are essential for the 
solution of the many complex problems which con- 
front a chartered accountant either in public practice 
or in industry. Hence the supreme value of the char- 
tered accountant’s basic training and the oppor- 





1 A paper by W. W. Fea, B.A., A.C.A., on “The presentation 


of accounting statements for management’ (The Institute 
of Chartered Accountants Summer Course, 


and September 3rd, 1949, at pages 216 and 243. 
2 Shakespeare: Merchant of Venice, Act IV, Scene 1. 
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tunities thereby afforded of studying both the 
science and the art of accounting exemplified in a 
variety of different businesses. 


Application of Basic Principles 


The first concern of the industrial accountant must 
be accuracy, speed and economy in his basic record. 
Priority must be given to the you account — the 
relation with the outside world -the quick and 
accurate computation of debtors and creditors; the 
collection and discharge of accounts receivable and 
payable; the computation and payment of wages 
and salaries; the ready ascertainment of bank 
balances (a you account, not a ME account). 
The basic records must also encompass 
side’ of each of the transactions with the you account 
— the internal aspect of each transfer — the stock, cost 
(using the word generically) and cash accounts. An 
efficient control of cash and stocks is a sine qua non. 
To avoid misunderstanding, I should explain 
that the priority I have in mind is that analogous to 
the foundation of a building, the true worth of © 
which subsists in the usefulness of its superstructure. 


What Type of Record 


Before long the industrial accountant will become 
involved in a never-ending controversy as to whether 


— more accurately, to what extent—his records 


should be mechanized. Here an understanding of the 
basic accounting processes is important. I have 
already described five basic processes and they may 
be further generalized into writing (entry and copy- 
ing), adding (for calculation is merely a specialized | 
form of addition) and sorting. Apart, therefore, from 
this last function of the complexity of business 
records, the basic accounting processes are writing 
and adding — and the basic mechanical aids to account- 
ing are the typewriter, the abacus and their progeny. 
For example, if you look at Powers and Hollerith 
tabulators, it will be evident that the former is a 
printing machine which has been modified to 
enable the printing sectors to actuate adding devices, 
while the latter is an adding machine coupled to a_ 
separate device for writing out the results of the 
summations. 

In order, therefore, to appraise the uses of mech- 
anical methods of accounting, the accountant must 
first dissect his problems to determine whether he is 
suffering from a plethora of writing, of adding or of 
sorting. Next he must satisfy himself that all the 
entries or calculations or summations or copies are 
really necessary. For example, my own group of 
companies, which has a major problem of recording 
dues from and payments by subscribers, has now 
reached the general conclusion that, as the majority ` 
of subscribers pay with commendable regularity, it 
will suffice not to record the norm of payment but 
merely the abnormality of non-payment — a system 
of ‘negative-entry’ which has eliminated a sub- 
stantial part of our records. Finally, one last word of 
advice on mechanization. If you are to get the best 


the ‘other ‘ 
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results out of an accounting machine or series of 


| ` ‘machines, you or one of your staff must make a, 


careful study of the ‘logic’ of the machine, and not 
rely wholly on the machine expert who has not your 
expert knowledge of your business and accounting 
system. In this way you will find it possible to adapt 
the machine to your needs with the minimum of 
adaptation of your methods to suit the eccentricities 
of the machine. 


The Integration of Financial and Cost Records 


I have already referred to what I regard as the few 
. basic principles and processes, remarking that they 
are insufficiently understood. If proof were needed, 
Fi would draw attention to the significant fact that ~ 
despite the clear formulation in the Institute’s 1947 
booklet, ‘The cost and financial accounting records 
should be integrated and complementary, two parts 
of one whole’! — integration of records is still a 
matter of current exhortation, not just at students’ 
lectures, but at discussions as exalted as the summer 
courses and even the recent international congress. 
For example: 
‘costing and financial records are, or should be, only 
different arrangements of the same basic figures.” 
(My italics. — J. C.) 
On returning to industry, some fifteen years ago, 
as accountant to a company engaged in building and 
_ civil engineering contracting, I was not surprised to 
$. find that the financial and cost records were inde- 
pendent entities and that a major year-end problem 
was their reconciliation. Accordingly, a control 
journal was introduced as an essential focus of the 
integration of the records. The principal entries 
were derived from journal vouchers prepared by the 
heads of the invoice, sales, wages and cash depart- 
ments, summarizing the transactions of the week and 
analysing their totals over the various ledgers. In 
addition, the remainder of the week’s ‘transfers of 
value’ were encompassed in another half-dozen or so 
vouchers. That journal underwent many changes 
during the next eight years until -~ like Bottom ~ 
it was ‘translated’. During one period it became the 
linchpin in a fully mechanized system designed 
Le primarily for A.R.P. purposes. Finally, the journal 
achieved what I believe to be its present form, when 
the columns were regrouped in such a way that the 
meaningless total columns were eliminated, asset and 
liability ledgers grouped on the left-hand (debit) side 
and income and cost ledgers on the right, involving 


positive (black) and negative (red) entries. The single 
B column was in the middle and contained an 
1 






only as a result of a transaction involving an 
ase or decrease in net assets and, therefore 

«tying the dictum in the ? 
case), a profit or loss. Accordin: 
became a running profi 
totalled cumulativ 
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time merely the entry of residuals and accruals for 
the extraction of a periodic statement of profit and 
loss. Appendix A outlines the final form of the control 
journal. [See page 195- Ed.] 

I need hardly add that I regard the integration of 
financial and cost records as one of the cardinal 
principles of industrial accounting. 


Industrial Functions of the Chartered 
` Accountant 
The functions of the chartered accountant in industry 
fall broadly under the following headings: 


(1) The provision of financial answers to four 
critical questions: 
(a) What has happened — financial accounting; 
(b) How it has happened — cost accounting; 
(c) Why it has happened — standard costing 

and budgetary control; 

(d) What is likely to happen — forecasting. 

(2) The administration of things. 

(3) Cost ‘ascertainment’ for contract and other 
purposes. 

(4) Representation at trade associations etc. 

(5) Company secretarial work. 

(6) Management proper. 


What has Happened 


The end-product of financial accounting is the annual 
profit and loss account and balance sheet. Today the 
industrial accountant cannot complain that he lacks 
guidance on methods of presentation and the over- 
riding question — Is it true and fair? When first I 
entered industry there was little to guide us other 
than the opinion of the auditor (whose experience 
and outlook may-or may not- have been wider 
than one’s own) and the trail-blazing activities of a 
few accountants on both sides of the Atlantic. Nowa- 
days, guidance on almost all aspects of presentation 
is provided by the Institute’s Recommendations on 
Accounting Principles, the Companies Act, 1948 
(incorporating many of the Institute Recommenda- 
tions), and the Institute’s booklet thereon, as well 
as other publications of the Institute and its members 


. dealing with consolidated accounts,’ stocks,* and the 


form and content of directors’ reports, profit and 
loss accounts and balance sheets and many kindred 


‘problems. 


‘One of the serious duties of the chartered account- 
ant in industry is his own responsibility for the ‘true 
ard fair’ aspect of the annual accounts. Although in 

: counts are those of the directors 


ee who has taken a major 


lidated accounts (The 
and and Wales). 
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part in the preparation of those accounts cannot -— 
and I believe does not seek to evade his professional 
responsibility for such accounts. 

It is, of course, extremely difficult to draw a 
precise line between taste and form (on which the 
chartered accountant in industry may have to accept 
the dictates of others) and matters of serious content 
and principle on which, if required, he must be 
prepared to take his stand. The essence of this 
matter was stated recently by a distinguished 
American accountant as follows: 

‘It seems quite generally accepted practice in the 
United States for the chief accountant to report 
directly to the chief executive of the enterprise. 
If, however, the occasion arises wherein he finds 
himself faced with instructions from his superior 
which would require him to do something which 
he, as a trained professional man, knows he ought 
not to do, his course of action must be quite clear. 
He must (i) either convince the superior officer of 
the necessity for conforming to proper and accepted 
procedure or (ii) resign.’! 


The ‘How’ and ‘Why’ of it 


Apart from the question of forecasting, which I shall 
touch upon shortly, the provision of financial 
answers to the two questions ‘How it has happened’ 
and ‘Why it has happened’ represents the most 
important contribution of industrial accountancy to 
management. It is the true métier of the chartered 
accountant — gua accountant ~ in industry. 

The most difficult mental transition which the 
chartered accountant, entering industry for the first 
time, must accomplish is that of learning to live in 
the different climate in which management account- 
ing statements are produced. In the words of Mr 
L. W. Robson: 

‘I suppose there were times . . 
ists awaited the .. . preparation of their annual 
accounts with . . . breathless excitement in their 
concern to ascertain the progress achieved . 
during the... year.. . but in our time... 
Management . A demands financial control infor- 
maion at much shorter intervals of time... 8 
The contrast between financial accounting and 


management accounting has been vividly described by 
Mr Fea: 


“When drawing up annual accounts the objective 
is to give information to the shareholders. . 
But no one does anything. . . . How different is 
industrial accounting. It aims at action, it must be 
inspired by action and if it fails to provoke action 
it fails altogether in its purpose. So accoun 
statements for management must be streamlinéd 
and hard-hitting; they must tell the truth and s 
nobody, but they must not n 


1 Mr Clinton W. er C.P, 
Congress on 
page 287. 

3 Mr L. W. 
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There is such a sharp conflict between the report, - 
ing to which one becomes accustomed in public ` 
practice and that which one has to learn in industry 
that it may seem remarkable that so many chartered 
accountants have successfully made the transition 
from public practice to industrial employment. The 
reason was, I think, given by Mr Shepherd who said: 

‘Many of them ~ i.e. members of the Institute ~ 
have left the field of public accountancy but they 
have carried with them the twin principles of service 
and integrity... Ji 

But as with patriotism to Nurse Cavell, the moral 
qualities are not enough. To fulfil his mission of 
making accounting the ‘handmaid of management’ ` 
the chartered accountant in industry must learn ~ 
and quickly ~ new techniques, namely: 

(1) The technique of significant cost classification 

(the ‘how’ of it). 

(2) The technique of standard costing and budget- 

ary control (the ‘why’ of it). 

(3) The technique of marginal costing (the ascer- 

tainment of the break-even point). 


(4) The technique of Ee delegation of 


responsibility and staff control (how to organize 
the job) 

(5) The technique of forecasting (what is likely to 
happen). 


As regards the first four techniques I do not ` 
intend to cover again the ground so ably surveyed 
by others, but a few comments would not, perhaps, 
be unwarranted. First, the chartered accountant in 
industry must understand that few — if any — account- 
ing statements are strictly accurate. They must of 
necessity include estimates and approximations. The 
important thing is to accept that degree of estimation 
and approximation which will permit the production 
of a significant statement in sufficient time to enable 
remedial action to be taken: 

‘Speed is essential, and speed entails brevity in 
reporting.” 

Then again, althọugh I do not profess to be expert 
in standard costing. EE like to emphasize that 
it is not a eege but comprises the application of ~ 
certain simple principles either wholly or in part. 
Most important are: 


(1) The integration of financial and cost records. 

(z) The allocation of expense to ‘cost centres’, 
ie. activities rather than end-products. 

(3) Prior estimation (i.e. budgets) of the costs in 

terms of direct materials, direct labour and 

overhead expense. 


4) Prompt reporting of divergencies from the 
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budgets (‘control by exception’) in such a form 
that the ‘how’ and the ‘why’ and personal 
responsibility for divergencies (leading to 
remedial action) are determined. 

(5) Flexible budgets, showing estimated costs of 
end-products at various levels of activity as a 
means of determining sales policy. 


Moreover, they are applicable, in my view, to large, 
medium and small undertakings. It is significant to 
note that the accounting organizations of some of the 
huge national monopolies are under the control of 
chartered accountants seized with the importance of 
modern accounting techniques. For example: 

‘... the most useful contribution to industrial 

efficiency which the accountant can make is in the 

development of standard costs’! 
Then again: 

t. . itis probably only by sdopting this technique 

that accountancy can make its most productive 

contribution to industrial management," 

As regards partial application, I recently visited 
an electronic factory which has not found it con- 
venient to abandon product costing. Nevertheless, 
. it applies many of the principles of standard costing. 
| The work on each product is organized in batches. 
Technical estimates (including a wastage allowance) 

are made of the direct material content of each 

{ batch and no issue of additional materials is per- 

l mitted without a specially coloured form, the issue 
of which leads to an immediate inquiry into the cause 
L of the excess. Wages are mostly on a piece-work 

basis, the piece-work prices being calculated to 
produce for optimum production in each ‘shop’ or 
cost centre a given percentage excess over basic 
time wages. Each week the relation between piece- 
work rates and time rates for each shop is studied 
to ascertain the causes of any divergence from 
‘standard’. ‘Overhead recovery’ for each shop is 
based upon a calculated optimum level of produc- 
tion and the weekly excess or short recoveries 
investigated accordingly. 
Finally, some of you may remember the homely 
| stration I gave in a recent paper of the type of 
standard costing and budgetary control practised 
| throughout many generations by the Lancashire 
housewife. She divides her money at week-end into 
several parts -the rent money housed in the tea- 
caddy and the ‘club’ money in Aunt Mabel’s present 
from Blackpool. The important part of her pioneering 
accounting technique is that if the tea-caddy is 
found to be prematurely empty, the deficiency must 
be located and corrected before the rent collector 
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on what you mean by forecasting. Forecasting, in 
the sense of forward planning, is an essential (con- 
scious or subconscious) feature of all business 
activity. My personal preference is for the simple 
word budget — ‘an expression of intentions’? — but in 
modern accounting nomenclature the word ‘budget’ 
has been appropriated for use in the term ‘standard 
costing and Geen control’ to denote the detailed 
budgets, usually for short periods, essential to such a 
system. Then again, there are two types of ‘budgets’ — 
fairly accurate short-term estimates and longer-term 
‘guesstimates’ of the less foreseeable future. 

Whether or not standard costing techniques are 

applied, it is becoming customary for the more pro- 
ressive businesses to use a system of short-term 
six to twelve months) ‘budgets’ projected into long- 
term (two to five years) ‘forecasts’. Performancé 
against budget is usually measured with each issue 
of periodic (weekly or monthly) accounting state- 
ments, but forecasts are usually checked-up and 
revised at longer (six to twelve months) intervals, 
unless some radical change occasions an interim 
revision. 

In describing such a system, recently, Mr Ravenhill 
used the expression ‘forecasting’ and I have adopted 
it for the want of a better, particularly as I agree 
with his conception: ‘Forecasting divides itself into 
three major elements, (i) periodic trading estimates, 
(ii) cash estimates, (iii) capital expenditure estimates 

. . 80 that all the figures eventually tie up when the 
overall position is being éunsidered.’4 

The main uses of these forecasts are: 

(1) As an overall check on the efficiency of the 
higher management-the contrast of the 
attained with the attainable. 

(2) As a conspectus of possible future develop- 
ments — ‘raising the sights’. 

(3) As a review of the physical and financial re- 
sources and prospective claims on them with a 
view to their supplementation, if required, in 
due time ~ determination of financial policy. 

(4) As a basis of directives to buying, building, 
equipping, producing, personnel, advertising 
and selling departments — co-ordination of 
supply and demand. 

(5) As a basis for reviewing dividend policy — can 
we maintain it? 


Forecasting is in consequence one of the most 
advanced developments of the art of accounting. It 
calls for co-ordination of the estimates of all sections 
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give the plan its blessing and the managing director 
give the necessary directives for its implementation. 


The Administration of Things 


The first few months, after the chartered accountant 
takes up a new industrial post, represent a never-to- 
be-forgotten experience. On the one hand they are 
very critical days in which the vital decision is 
reached as to whether he can ‘make a go’ of it. Can 
be do the job to his own satisfaction; to that of his 
See Can he find the proper basis of relations 

ith his immediate superior (or superiors); with his 
colleagues; with his staff? Does he find himself con- 
fronted with the dire prospect of making an early 
stand on principle? Is he gnawed by misgivings as 
to whether he was wise to make this leap into the 
dark? 

So far as my experience, and that of many of my 
friends, may be used as a 
tions is likely to emerge fairly quickly, viz.: 
` (1) He finds that, for whatever reason, he is not 

‘making a go’ of the job; 

(2) He is getting on well but finds himself forced 

to make an early stand on principle; 

(3) All goes well. 

In the first case he must, without hesitation, get 
out before he becomes demoralized, even if ‘pro- 
tected’ by a long-term service agreement. 

In the second case, the probability is that, if the 
stand on principle is justified, if he is firm, if he makes 
sure first of all of winning over the auditors to his 
point of view (one of the critical and most difficult 
points), if he is tactful and diplomatic ~ above all, 


if he is already doing a conscientious craftsmanlike . 


job — he will survive and consolidate his position. 

The third case is the most usual and happiest one. 
He is passing through halcyon days. In all probability 
he takes over an accounting system as a ‘going-con- 
cern’ and the new incumbent is quietly contemplating 
how he will transform it into something nearer his 
heart’s desire. The honeymoon period must not, 
however, be unduly prolonged. Before long he will 
become immersed not only in the ‘temporary’ dis- 
order of his own modifications, but, as his qualities 
commend him to his superiors, he will find himself 
attracting a hundred-and-one extra jobs, strictly 
outside his role as accountant. 

Leaving aside for a moment the duties of a com- 
pany secretary, the duties of a chartered accountant 
in industry may range far and wide. They are almost 
certain to include (with or without the help of an 
accountant in public practice) the settlement of the 
company’s taxation liabilities. They may include 
collection of accounts and credit contral, insurances 
as regards cover, premiums and claims (although 
these fall normally within the function of the com- 
pany secretary), payment of wages and salaries, 
including the deduction and accounting for tax 
under P.A.Y.E., administration of sickness, holiday, 
superannuation and other welfare funds. As account- 


THE ACCOUNTANT 


ide, one of three situa- 


August 15th, 1953 


ant to a building cémpany I found myself admini- 

stering several large blocks of flats, while for similah, 
reasons, an accountant friend is licensee of one of. 
London’s most famous hotels. 


Taxation 

(a) General 
The total weight of taxation in this country - 
approximating to 8s in the £ of income—is so 
oppressive as to create serious misgivings to all who 
have the welfare of the community at heart. Almost 
as disquieting is the squandering of valuable man- 
power on tax determination, owing to the labyrinth 
of tax legislation and the uncertainty of its incidence. ` 

“There can be few public accountants in this 
country who do not view with considerable disquiet 
the extent to which the complications of our taxation 
laws require the skilled services of accountants and | 
the Inland Revenue staff.’ i 
Many instances occur of issues which oùght to be 

settled on proper commercial considerations, but 
the irrational impact of taxation prohibits such a, 
proper and eet course of action. For example, if / 
a company wishes to raise additional capital by the 
issue of prior-charge securities; commercial con- 
siderations of the risks attaching to the new venture 
might suggest an issue of preference shares. There 
has, however, been an increasing tendency in recent 
years for issues of prior-charge securities to be in the 
form of debentures or notes, because of the impact 
of profits tax. 

‘It is not surprising that individuals and officers 
and directors of companies need advice so that they 
may avoid arranging their affairs and transactions 
in a manner which involves them in unnecessary 
taxation.’* 

I believe that, apart from his duties to his clients 
or employers, a chartered accountant has a serious 
social responsibility to urge not only a rational 
climate — but also rational forms — of taxation. 


(b) Companies 
In its evidence to the Tucker Committee and to the. 
Royal Commission on Taxation the Institute sub- “ 
mitted, inter alia, 

(i) That profits for income-tax purposes should 
be computed on generally accepted account- 
ing principles. 

(ii) That the basis of assessment should be the 
actual income of the year of assessment. 

(iii) That profits tax should be abolished or 
ameliorated. 
(iv) That, because it impedes efficiency and ex- 
panding industries, creates a heavy admini- 
Mr Gilbert D. Shepherd (op. cit.). 
"Mr T. B. Robson, M.B.E., M.A., F.C.A. — ‘Some present-day 
aspects of public accountancy in the United Kingdom’ 
(a paper read before the American Institute of Accountants 


and ee in The Accountant, October 11th-18th, 
1952). 
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strative burden and results in anomalies and 
inequities, the imposition of an excess profits 
levy is most undesirable. 

The Finance Act, 1953, has provided for the early 
determination of the excess profits levy ee DER 
absurd, lunatic nightmare of a tax’ - I. M. 
'Horobin, MEI 

My own view is that so long as the present climate 
of taxation endures -and so long as our economy 
| can endure such inclemency ~ there is little prospect 
of avoiding the present two-tier system of taxation. 
Nevertheless, much could be done to eliminate the 
present uncertainties and complexities and a con- 
siderable part of the labour of tax computation. 

The Tucker Committee appeared to be convinced 
of the desirability of an actual year basis of assess- 
ment but not of its practicability, on the one hand 
because of the added difficulty of budgeting, but 
primarily because they could find no satisfactory 
way of ensuring continuity in the flow of revenue. 

In an earlier paper? I endeavoured to demonstrate 
that, as for budget purposes it is necessary to make 
a close estimate of the national income and that 
profits remained a markedly constant proportion 
thereof, budgeting difficulties appeared to have been 
over-emphasized. 

I believe that the major objection of the Tucker 
Committee could be substantially met and marked 
simplification of the taxation of companies achieved 
as follows: 

(i) Income-tax on an actual year basis. 

(ii) Profits-tax replaced by a dividend tax on 
equity shares only (less relief for equity divi- 
dends received). 

(iii) Income-tax deductions from interest, divi- 
dends, royalties, etc., paid over monthly or 
query on account of the ultimate liability 

or the year. 

(iv) Dividend tax paid monthly or quarterly. 

Summaries of company profits and their disposal 
are published annually in the National Income and 
Expenditure Statements. Preliminary figures are now 

rovided in April and more detailed information 

ter. The latest available detailed information is 
that for the year 1951 to which I have added below 
my own guess for 1952, based on the scanty prelimin- 
ary figures for that year:® 
19052 
£m. 


Tast 
£m. 
Company dividends and interest paid, 
less inter-company dividends (gross) 
Debenture interest he Se 47 50 


Preference dividends 102, 100 
Ordinary dividends 447 500 
596 650 





1 Hansard, May 20th, 1952, col. 318. 

3 See The Accountant, March 1st, 1952. 

3 See ‘Blue Book, 1952’ — National Income and Expenditure, 
1946-51 (H.M.S.O.), Tables 18, 20 and 29 and Cmd. 8803 
~ Preliminary Estimates of National Income and Expenditure 
1948 to 1952 (H.M.S.O.), Table 3. 
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I95I 1952 
fm. £m. 

Company taxation (net after recovery 

of tax on interest and dividends) 
Paid ous gé : 695 900 
Reserved .. 456 150 
1,151 1,050 
Analysis of company taxation 

Profits tax and excess profits tax 
paid de Ge 297 350 
Fe ‘paid (net) 398 550 
695 goo 

Income-tax deducted from inter- 

est and dividends [My esti- 
mate-j.c.]. 268 300 
963 1,200 


From the foregoing information and that given in 
the recent Budget statement! it would seem that the 
rate of company taxation, after full implementation 
of the Budget changes, would be of the following 
order: 


: £m. £m, 
Net taxation for 1952, as above h 1,050 
Less Reduction in standard rate .. 50 
Restoration of initial allow- 
ances 75 
Termination of excess profits 
levy .. v i ; 125 
— 250 
800 
Add Deductions from interest and 
dividends Sé . 300 
Revised gross taxation 1,100 
Of which Profits tax .. 200 
Income-tax goo 
—— 1,100 


Deh 


If, therefore, the suggested changes were intro- 
duced at the beginning of the next fiscal year, the 
immediate yield of the dividend tax (if equivalent 
to the present profits tax), plus income-tax deduc- 
tions, would be of the order of £500 million, or 
approximately one-half of the total of comp ani 
taxation. As regards the balance, there would st 
remain for collection substantial arrears of excess 
profits levy (of the order of £150 million), profits 
tax (possibly {100-£200 million) and income-tax. 
The resultant deficit for the first year should not, 
therefore, be serious and could only tend to become 
inflationary ~ if inflationary pressure be then still 
regarded as disadvantageous — in the event, which 
is unlikely, that the companies spend the unpaid 
balance of taxes. 


(c) Nationalized Industries 
In an eatlier paper* I have drawn attention to the 
absurdity of wasting time calculating tax on nation- 
alized industries -an expensive method of taking 





1 Financial Statements 1953-54 (H.M.S.O.). 
* See The Accountant, November 25th, 1950. 
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money out of one national pocket to put it in another. 
The Blue Book, above referred to, now reveals, 
however, that this is not only a wasteful operation 
but an ineffective one, because the ultimate small 
tax payments are more than compensated for by 
subsidies — as follows: 
4946 1947 1948 1949 1950 I95I 
Extracted from 
Table 20 
Tax payments 
by public 
corporations ' 
(£m.) a 2 2 2 
Subsidies to" 
public cor- 


orations 
h 7 16° 13 10 To 6 


Agreement of Costs with Third Parties 
The agreement of costs with Government auditors 
and other third parties is a matter of constant con- 
cern in certain industries and occasional concern 
in most. It is an important job which falls to the 
lot of almost every industrial accountant some time 

. in his career. It behoves him, therefore, to be certain 
of the principles involved. 

First and foremost he must understand that ‘cost’ 
is merely a convention: 

‘A cost can only be a convention; and the expres- 
sion “an accurate cost” can have meaning only 
within the particular convention chosen as appro- 
priate to the purpose for which the cost is required. 
Failure to appreciate this is a common cause of 
misunderstanding.”! 

When a cost ascertainment is called for by con- 
tract conditions the appropriate convention should 
be derived from the terms of the contract; and unless 
clearly defined therein, is extremely disputable. The 
‘cost’ of the contract as set forth in the contractor’s 
books may not be decisive. Some time ago I was 
involved in a serious dispute with Government 
auditors concerning the meaning of the word ‘cost’ 
in relation to a series of Government contracts. 
After much thought I formulated the following 
expression which was never challenged —the ‘cost’ 
of a prime cost contract means no more than that 
wh added to the remuneration, will constitute 
the bill. 


Representation at Trade Associations 


Most trade associations have finance, taxation and 
other committees where a chartered accountant, as 
representative of a member firm, is always welcome. 
Such committees provide excellent opportunities 
for the epp caton of a chartered accountant’s know- 
ledge and ingenuity, sometimes with quite unex- 
ed consequences. You may remember how 
deeply I became involved in P.A.Y.E. at its incep- 
tion. I was then a member of the Taxation Sub- 
committee of the British Employers’ Confederation. 
We were appalled at the complexity of the proposed 





t Developments in cost accounting, page 4” 
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P.A.Y.E. scheme set forth in the White Paper.? 
Two distinguished actuaries, Messrs A. T. Haynes, 
F.I.A„ and R. J. Kirton, M.A., FLA. had produced 
alternative proposals to which we were attracted. 
The Inland Revenue representatives, however, dis- 
closed defects in those alternative proposals and it 
was only my self-imposed task of finding a cure for 
those defects that led to the formulation of my own 
proposals, which were finally adopted by the Inland 
Revenue as a permissible alternative to the scheme 

roposed in the White Paper. The ‘Modified 

heme’, as my EE were termed, you may 
remember, provides for the deduction of tax weekly 
on a non-cumulative basis with a periodic reconcilia- 
tion with the cumulative tables, usually resulting in 
a refund. The pay-card req ved two columns only 
instead of the usual four columns. Later on, the 
Inland Revenue scheme was varied by the introduc- 
tion of figures of tax-free earnings to be deducted 
from e oat This led to the increase in the col- 
umns on the pay-card from four to six. I then 
devised a new form of tax table (a ‘tax chart’) so 
as to preserve the simplicity of my two-column tax- 
card. Copies of the card and tax-chart are appended 
for your information. [See pages 196 and 197 — Ed.] 


Company Secretarial Work 


Looking back about one generation, we find that the 
company secretary was usually an aged and trusted 
senior clerk whose name appeared on the directors’ 
annual report and on the door of the company’s 
vehicles. Nowadays, in a well-organized company 
or group of companies, the secretary is a man with a 
professional qualification (often a chartered dccount- 
ant) who, in addition to a thousand~and-one duties, 
is an important link in the management chain. 

In a large organization, the secretary is often 
secretary of a number of subsidiary companies, each 
requiring his attention. While some of the companies 
may have identical boards, others will have separate 
and independent boards with whom the secretary 
has to maintain contact. His duties include agreeing 
dates of and arranging board meetings and preparing 
agenda comprising all necessary business. He keeps 
the minutes of shareholders, directors, and com- 
mittee meetings. He is responsible for settling, seal- 
ing and recording contracts and agreements; filing 
statutory returns and documents; keeping share 
registers (unless professional registrars are em- 


ployed); issuing share certificates, dividend warrants, 


etc. He generally deals with insurances, in all their 


He deals with legal (other than taxation) matters, 
in consultation with the company’s | advisers 
and must accordingly be an expert correspondent. 
He is responsible for steering the company’s ship 
past the shoal of statutes and, above all, statutory 
r tions. A well-thumbed edition of Butterworth 
is his constant companion. ` 





* Cmd. 6469 — A new system for the taxation of weekly wage- 
earners Kee 
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Appendix B 
Modified Tax Chart 1953-54 
(Revised Mag 1953) 
at T 
(A) AG | (D) (A) Zi, (Q (D) 
CODE | Not less TAX || CODE | Not lee |No.| TAX 
No. then No. then 
een | 
£ u Els Zila Els 
I- Di - 
10 2 - | a2 {5 ] 2 | 51 15 
1 A - | 6 | 5 | 4 | 32 15 
12 6 I SERA 16 
8 1 | 69-70; 5 | 8 | 54 Ié 
13 10 1 no | & 110 | 55 17. 
14 12 1 nm | 5 | 12 | 56 17 
14 11) 415 [14 | 57 17 
5. 16 21 73 15 116 | 58 18 
16 18 Z 7% | 5 [18 | 59 18 
- 2 |) 7-8 | 6 | - | a 19 
2| w [6/2] 6 19 
21 8 161 4 | 6 19 
3} si-21616]@]1 4 0 
3 1 3 16] 8 | 64] 1] o 
3 & | 6 lite] i |-t 
3 | 8-6 | 6 | 12 | 6] 1 | 2 
31 a |6114] 67] 1] 2 
3 | 9 | 6 116 | Be] 1] 3 
4] 9 | 6/18 | o] t |] 3 
4] 9 | 7])-|] mir] 4 
2 4 | 93]71/2/a]t4) 4 
2 49 | 714472; 4) 5 
2 si oe 171613] 44-5 
2 5 | 671718) %)] 14] 6 
2 5 w | 7/0 | Bit] 6 
2 5 9 | 7112 1%] 1] 7 
3 é 10-1 | 714 | wth | 7 
2 64 12 | 7 |16 | 2] 1] 8 
2 é | 106 | 7 4} 18 | WM] tt 9 
3 7 1 1045 | 8] - | By 1] 9 
3 | 2 71 16 18] 24] a} 4 to 
3 | 4 8 | 107 | 8 | 4 | az] i | te 
31 6 8 | 106-9) 8 | 6} Bl i | i 
3 | 8 8 i no | 8] 8 | ae] iin 
3 | 10 9 mi | 8 | lieu 
* 42 3112 | 36 9 8112 | a] 1 | 12 
4 | 3 114 | 37 10 81M | ald |B 
44-5 | 3 | 16 | 38 10 8/16 | 8] I | B 
4 | 3 | 18 | 39 10 8 | i8 | 89 | I | 14 
47 | 4 | ~ | 40 1 9{-} 9] 1) 15 
“ei 4/214 minus |} 9} 2toyr ts 
H 14/14/14 121 6 | 914192] 1 | 16 
50-1 | 4 | 6 | 43 12 9) 61911 | t6 
52 | 4] 8 | 44 12 |} wz | 9] 8} 94) t | i7 
53-4 | 4 |10 | 45 13 i) 8 | 9 J 10 | 95 | 1 | 17 
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5 | 4 | 18 | 49 14 9/18 | 99] 1 | 19 
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From time to time he may be called upon, subject 
to the directives of his board and the guidance of the 
company’s legal and other professional advisers, to 
undertake the considerable work attendant upon new 
issues of securities. In addition to the scrupulous 
preparation of a prospectus and other documents 
and the setting up of an efficient organization to deal 
with applications and allotments, he must keep 
effective liaison with the Treasury, the Bank of 
England, the company’s bankers and brokers and 
the Press. 

Finally, it is usual for the chief executive of the 
company to rely largely on the secretary for help in 
that go per cent of management which is concerned, 
not with making decisions, but inensuring that they 
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are carried out. At all directors’ and committ 
meetings the efficient secretary will have his ‘bible Wy 
consisting of a carefully cross-indexed file of previous 


. decisions of consequence. 


Above all, a company secretary must, at all times, 
display those attributes of integrity, objectivity and 
industry with which a chartered accountant is 
indoctrinated. 


Management 
Apart from the limited management functions per- 
formed by the chief accountant and secretary, the 
role of comptroller often brings the chartered 
accountant into the field of management. As to the 
functions of a comptroller, I cannot do better than 
quote from Mr F. R. M. de Paula: 
‘If the finance division, headed by the comptroller, 
` js to play an effective part in the operation of the 
group, then this division must be placed upon an 
equality with the other main divisions, such as 
production, technical and research, sales, per- 
sonnel, etc. The comptroller’s status must be level 
with that of the heads of the other divisions, and 
he must report direct to the managing director of 
the holding company. The comptroller should be 
in a position to represent finance at the board and 
all other meetings where policy decisions are made, 
as he should be in a position to voice the financial 
implications of any proposal before the decision 
is made.’! 

Where there is not a full-time employed chartered 
accountant on the board, chartered accountants in 
public practice are being increasingly invited to join 
company boards as finance directors. Here again the 
qualities to which Mr Shepherd has drawn attention 
often lead to their election as chairmen. 

May I be permitted one or two comments on the 
art of management. Like accounting, it is a matter 
of a few simple principles among which I would 
include: . 

` Speedy decision. 
: Constant check-up on their implementation. 
3) Delegation, with a personal chain of re- 

sponsibility. j $ 

(4) Committees to advise, but decisions, other than 

board decisions, to be personal. 

(5) Opportunity for promotion to the top of the - 

company and no nepotism. 

In. looking at various organizations and their 
management I have found that~like judging an 
hotel by its coffee — one can usually judge a manage- 
ment by asking a few of the staff five simple questions: 

(x) If you are faced with a decision — have you the 

authority to make it? 

If not — do you know who has? 

3) Who is your immediate superior? 

R Which members of the staff, if any, are- 

responsible- directly to you? 

(5) If you are run over by a bus, is there a man 

who can take over your job? 


1The Sixth International Congress on Accounting, at 
page 242. : 





August 15th, 1953 


THE ACCOUNTANT 


197 


Modified Tax Card 


NOTES 
Week I 






























































Moreover, it is not sufficiently understood that 
bad accounting is often the result of bad management. 
A rational accounting system is an integral part of 
rational management. 

The aim of many chartered accountants in industry 
is, I imagine, to be appointed to a seat on the board 
of the company which employs them and an increas- 
ing number are attaining that goal. In many cases 
they retain their functions as accountant, secretary 
or comptroller but in other cases they pass on from 
their professional spheres into more directly man- 
agerial work. 

Let me, however, echo a word of warning from 
Mr Chelioti: 

“These are not days in which the company director 
is suffused and irradiated by any general glow of 
popular approval. On the contrary, he spends a 
precarious life darting furtively from board-room 
to board-room and occasionally into the quiet 
refuge of his own office, hoping, not always with 
justification, that he will not be sniped at as he 
slinks through the shadows.’! 


The Fraternity of Chartered Accountants 


I have already spoken of the importance to the 
chartered accountant entering industry of finding a 
satisfactory basis of relations with his superiors, 
colleagues and staff. It is equally important to find a 
basis of friendly, but constructively critical, relations 
with the accountants in public practice with whom 
he will be in frequent contact, primarily the tax 





iMr G. Chelioti, Management and the accountant, at 
page 31. 





Pay Index 75 less Code Index 35 equals 40. 
Tax IIs. 


Weeks 2 and 3 
Pay unchanged and tax as previous week, 


Week 4 
Tax read from cumulative tables, showing in 
margin of tax-card, free pay and taxable pay. 


Weeks 5 to 8 

So long as weekly wage remains fixed, it will 
suffice to deduct each week one-quarter of 
cumulative tax at week 4 to upper 6d and 
adjust every 13 weeks. 


Week 9 
Fluctuating pay — deal with as for week 1. 


Week 10 
Read tax from cumulative tables as for week 4. 


er ra 
ange ~ amend code and index at top 
“of card. 


Week 13 
Read tax frora “cumulative tables resulting in 
refund due to change of code at week 12. 


consultants (if any) and auditors of his company. 
As regards taxation, my experience is that for a 
e group of companies there is a good deal to be 


“ said in favour of an arrangement whereby a member 


of the chief accountant’s staff concentrates on the 
detail of tax, the comptroller keeps an overall view of 
matters of principle in relation to taxation, while a 
tax consultant in public practice imports that fuller 
knowledge which is denied to the employees of a 
single business. 

I have always found that absolute frankness is the 
only basis of relations with auditors. For example, if 
there is a point which is likely to give rise to difficulty 
in connection with the annual accounts, I try to dis- 
cuss it in advance with the auditors, but on the basis 
that any opinion they give is provisional only and 
subject to review in the context of the full accounts 
when available. This friendly relationship with the 
auditors has recently survived the test of an account- 
ant’s report for prospectus purposes, despite all the 
differences of opinion that such a document can 
stimulate. 

The chartered accountant in industry struggles 
under many burdens, not the lightest of which is to 
suffer the smiles of his board colleagues when the 
auditors’ report is read out. The present form of 
certificate is likely to defeat its own ends because any 
qualification, unless in heavier type, would be lost 
in the general verbosity. It is not always — if ever — 
appreciated by directors that the form of certificate 
is, in the main, dictated by the Ninth Schedule of 
the Companies Act: moreover, that the Institute has 
proposed to the Board of Trade an amendment to 
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the Ninth Schedule to authorize a simpler form of 
certificate. 

There is a growing realization of the-interdepend- 
ence of chartered accountants in industry and in 
public practice. This has found expression in the 
revised Charter; in the composition of the Council of 
the Institute, of the Taxation and Research Com- 
mittee and the committees of the district societies. 
The work of the Institute has undoubtedly improved 
as a result of pooling the knowledge and experience 
of all categories of members. What previously was 

rimarily an examining and disciplinary body now 
ays down canons of practice for the guidance of its 
members. Moreover, one of the tangible rewards for 
service on the various committees is the mutual 
education thereby derived. 

There is one aspect of the interdependence of the 
chartered accountants in industry and public prac- 
tice which deserves, I think, special attention. Many 
newly qualified chartered accountants accept re- 
sponsible commercial appointments shortly after 
qualification, before, in my view, they are sufficiently 
matured by experience. Moreover, if it is to play its 
full part in offering help and guidance on manage- 
ment’ accounting, public’ ice must not only 
retain a higher proportion of qualified men, but also 
attract back some of those chartered accountants who 
have had responsible ipidustrial experience. The root 


1 Annual report of the Council for 1951, page 57. Í 
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trouble lies, I know, in the level of fees but this, in 
my view, is not insoluble. There never was greater 
demand for the work of chartered accountants — 
‘the labourer is worthy of his hire’.® 
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WEEKLY NOTES 


New Member of the Council of the Institute 
In the report, elsewhere in this issue, of the Institute’s 
Council meeting held on August 5th, it is recorded 
that Mr Mark Wheatley Jones, B.COM., F.C.A., has 
been elected to the Council of the Institute. 

Mr Wheatley Jones, who was admitted an Associate 
of the Institute in See elected a Fellow in 1926, 
ig a partner in the - of Haworth & Wheatley 
Jones, Chartered Accountants, of Manchester, and is 
Vice-President of the Manchester Society of Chartered 
Accountants. 


National Insurance (Industrial Injuries) Act 
The National Insurance (Industrial Injuries) Act, 
1953, comes into operation on the 26th of this month. 
The Act does not affect any underlying principles 
of the previous Act, nor does it increase contributions, 
but, it does make certain alterations which are 
beneficial to those likely to come within its scope. 

The main alteration is a relaxation of the conditions 
for disablement benefit. At present, this can be paid 
only if a medical board assesses the disablement at 
zo per cent or more, or if it is likely to be permanent. 
From August 26th, benefit may be payable wherever 
disablement is assessed at I per cent or, more, 
whether it is permanent or not. 

Other changes include making hospital treatment 


allowance available to those with disablement 
gratuities as well as to pensioners, enabling industrial 
benefit to be paid at a higher rate and effecting certain 
changes in adjudication. The new Act also gives the 
Minister power to make regulations for certain 
purposes but not of a kind to invoke any new 
significant principle. 


Private Trading in Copper 

During the transitional period after private trading 
in copper is reintroduced, the Government will 
continue to supply copper to the United Kingdom 
market. The Ministry of Materials will still be 
importing copper over that period which was 
bought up to August 4th of this year. Until copper 
bought by private trading can flow through the pipe- 
line after that date the Government will release from 
stock about 60,000 tons of metal which will be avail- 
able through the normal trade channels. These 
releases do not represent an increase in the supplies 
of copper which would in any case be available to 
the purchaser. 

This release from stock represents the limit so 
far as the Government is concerned unless there is 
a critical change in trading conditions. It does 
not follow, however, that the balance of the stock 
held by the Government will go automatically into 
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pthe strategic reserve. The Government reserves the 
i right to make other arrangements if it considers 
” that conditions warrant it. 

Nevertheless, the declared policy does give the 
market some idea of the quantity of copper which 
will be available in the early, and perhaps faintly 
nervous days of free copper. This should be valuable 
as a means of establishing efficient trading and as a 
step towards London re-establishing itself as the 
centre of the world copper market. 

It is early to judge how the free market in copper 
will settle down but going by the first week’s opera- 
tions the underlying conditions are healthy. At 

e start of trading last week the price sagged but 
quickly recovered to a level which had been expected 

"before the control came off. The optimists had hoped 
for a price rather better than £200 a ton. The lowest 
point reached a week last Thursday was {195 a ton 
for three months’ delivery, but this recovered on the 
following day to £203. On the same day spot delivery 
recovered to £222 a ton. 


Better Car Exports 


Car production and export figures for the second 
quarter of this year have shown striking resilience. 
Output was the highest quarterly total ever recorded 
and 23,000 higher than in the first quarter of this 
year. 

. So far as exports are concerned, there has been an 
upward movement since the beginning of this year 
and much of the improved result is due to the 
increasing imports into the United States. There 
has been some sign of better trading with the large 
` Commonwealth markets but in the case of Australia, 
where an upward trend is at last discernible after 
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the severe import restrictions imposed last year, 
sales were valued only at {5-4 million in the first 
half of this year compared with £13-g million in the 
same period of 1952. 

It is noticeable that commercial vehicle sales are 
not behaving in the same encouraging way as those 
for cars. Production of commercial vehicles was 
lower in the second quarter than in the first and 
exports showed fewer commercial vehicles shipped 
abroad than in the first three months of the year. 
Encouraging as the car figures are at present, the 
prospects for the large companies depend to a 
notable extent on sales of- commercial vehicles and 
tractors. In the case of these last two there are signs 
of more difficult days ahead. 


Lagging Coal Stocks 


A combination of higher industrial consumption, 
bigger exports and disappointing production due to 
holidays and high absenteeism is having a serious 
effect on the coal stock position. This is normally the 
time of year when stocks for the coming winter are 
accumulating most rapidly and this year the rate of 
accumulation is hardly satisfactory. 

By Bank Holiday, stocks were just about on 16 
million tons. At the same time last year they were 
about 17-7 million tons. Output per man-shift overall 
is slightly higher in the mines compared with the 
July returns for 1952 but it is lower on the year when 
the figures for output at the coal-face are shown 
separately. 

At the present rate of accumulation, coal stocks are 
about half a week’s output below the level of a year 
ago and leaway of that amount is a great deal to 
make up over something like four months. 


TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


Dale v. CIR. 
In the House of Lords ~ July 2oth, 1953 


(Before Lord Normanp, Lord Rew and Lord 
CouEN) 

: Special contribution — Remuneration — Legacy of annual 
payment to trustee of charity — Performance of duties 
by trustee — Whether annual payment earned income — 
Whether investment income — Income Tax Act, 1918, 
Section 14 (3), Schedule D, Case III, Charging Rule x 
{a}, General Rules rọ, 21- Finance Act, 1920, 

ection 33 — Finance Act, 1922, Section 18 — Finance 
ct, 1948, Sections 47, 49, 68 (2). 
[he appellant was a trustee of the Wellcome 
dation, and under the will which established 
¥ON\charity the appellant was entitled to £1,000 a 
yéa¥ free of tax so long as he continued to act as 
trustee, and was not in receipt of remuneration from 
the Foundation. The appellant performed onerous 
duties as trustee. 
The appellant was assessed to special contribution 


on the footing that the {1,000 a year was investment 
income. The Special Commissioners decided that 
the {1,000 a year was not derived from a source of 
earned income; and that, therefore, it was investment 
income within Section 49 of the Finance Act, 1948. 

Held (reversing the judgment of the Court of 
Appeal), that the sum in question was earned income, 
and was, therefore, exempt from the special contri- 
bution. 


Goff v. Osborne & Co (Sheffield) Ltd 
In the High Court of Justice (Chancery Division) 
July gth, 1953 
(Before Mr Justice VaIsEy) 

Income-tax — Trade — Carry forward of loss ~ Whether 
same trade being carried on -— Finance Act, 1926, 
Section 33. 

The company carried on business in electro- 
plating down to July 1939, when the business 
EK were acquired under a slum clearance 
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order, and the company then collected the book 
debts, had a balance sheet prepared, and informed 
the Inspector of Taxes that it was about to be 
wound up. No winding-up took place, however, but 
the registered office was moved to the offices of the 
accountants. In 1940 the books of account were 
destroyed in an air-raid. In 1941 the company made 
an effort to resume business but was unable to obtain 
the necessary licence. The shares in the company 
were sold, and in August 1944 the company acquired 
another business, and the company’s registered office 
was transferred to the place where that business was 
carried on. This business became, however, only a 
small part of the whole business of the company, the 
greater part of which was electro-plating. 

The company claimed to be entitled to set off 
losses made down to July 1939 against the profits of 
subsequent periods. The General Commissioners 
found that there was no permanent discontinuance, 
and that the trade carried on from 1944 onwards was 
neither a succession nor a new business. 

Held, that the General Commissioners’ decision 
could not be supported; that there was no con- 
tinuity between the business now carried on and the 
business formally carried on by the company; and 
that, therefore, relief under Section 33 of the Finance 
Act, 1926, was not available. 


Fenwick v. C.LR. 
In the. House of Lords — July 2oth, 1953 


(Before Lord Normanp, Lord Rem, and 
Lord Coxen) 


Special contribution — Income attributable to a period 
of years — Relief when received in 1947-48 — Two 
dividends received in that year — Method of giving 
relief — Finance Act, 1927, Sections 34, 36 — Finance 
` Act, 1948, Section 61. 

In 1947-48 the appellant received two dividends 
from a company, namely, a dividend of £1,554 on 
May 31st, 1947, and a dividend of £388 ros od on 
September rst, 1947. The first dividend was declared 
as a final dividend of 12 per cent for the calendar 
year 1946, and the second dividend was declared as 
an interim dividend of 3 per cent for the calendar 
year 1947. The appellant applied for relief under 
Section 61 of the Finance Act, 1948. The Special 
Commissioners refused the application on the 
ground that it was necessary to compare the two divi- 
dends in question with the dividends forming the 
income of some other year, which was to be taken 
by the Special Commissioners as representative of 
the ‘income which would be attributable to a period 
of one full year’ mentioned in the section. This view 
was rejected in Fenzwtck v. CIR. ([1950] 29 A.T.C. 
357), and the stated case was remitted to the Special 
Commissioners. 

The Special Commissioners, in their further con- 
sideration of the case, selected the two calendar 
years 1946 and 1947 for the purpose of arriving at 
a ‘full year’s income’ within the, last part of Section 
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61 (1); and they found that the dividends paid in the, 
calendar year 1946 were equal to the dividends paid. 
in 1947-48. The dividends paid in the calendar year 
1947 amounted to less than those paid in 1947-48; 
but as the total of the two dividends paid in that fiscal 
year was no greater than the total of the dividends 
paid in the calendar year 1946, they again refused 
the application for relief. 

Held (affirming the judgment of the Court of 
Appeal), that the Special Commissioners’ decision 
was correct. 


Griffiths v. Mockler 
In the High Court of Justice (Chancery Division) 


July 21st, 1953 
(Before Mr Justice VatsEy) 
Income-tax — Office or employment — Officer in Regular 
Army ~ Mess subscriptions - Whether deductible — In- 
come Tax Act, 1918, Schedule E, Rule o. 

The respondent was a major in the Royal Army 
Pay Corps, and under the King’s Regulations he was 
bound to be a member of his regimental mess. His 
mess subscriptions were an annual subscription to 
defray the ordinary expenses of the mess and a 
monthly subscription to meet incidental expenses. 

The respondent claimed to be entitled to deduct 
the amounts of these subscriptions in computing the 
amount of his army pay for tax purposes. The Inland 
Revenue contended that the expenditure was incurred 
partly for the respondent’s personal purposes as 
distinct from the performance of his duties, The 
General Commissioners allowed the deductions. 

Held, that the sums in question were not deduct- 
ible as they had not been incurred wholly, exclusively 
and necessarily in the performance of the respondent's 
duties. 

Lomax v. Newton 
In the High Court of Justice (Chancery Division) 


July 21st, 1953 
(Before Mr Justice VaIszy) 

Income-tax — Office or employment - Deductions ~ 
Officer in Territorial Army — Mess subscription ~ 
Expenditure on mess guests — Batman's wages — Hire 
of camp furniture — Hotel accommodation — Tickets for 
other ranks’ functions — Income Ta ax Act, 1918, 
Schedule E, Rule o `. 

The respondent was a major in the Territorial Army, 
and he claimed to be entitled to deduct the following 
amounts in computing his pay for tax purposes: 

Annual mess subscription — £8. 

Share of mess guests’ expenditure — £9 16s od. 

Payments to batman. 

Hire of camp furniture. 

Hotel accommodation at conferences and exerci 

Tickets at other ranks’ social functions. 

The Inland Revenue contended that none of these 
items was deductible, on the ground that none was 
wholly, necessarily and exclusively expended in the 
performance of the respondent’s duties. 

Held, that only the fifth item was deductible. 
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FINANCE AND COMMERCE 


Stock markets maintain a firm tone and business is 
on a surprisingly good scale considering the usual 
seasonal influences. The gilt-edged market appears 
to have absorbed the British Gas stock issue well 
enough and has resumed its slow advance. In equity 
sections, particular attention is directed to textile 
shares, Support is very selective. 


Prominent Profit Figures 


The accounts of the Renold and Coventry Chain 
Co Ltd for the year to March 2gth, 1953, provide 
us with the occasion to emphasize a point we have 
bad in mind for some time. This is the drafting of 
profit and loss accounts in a way that brings forward 
from the background of detail, the principal stages 
in profit from the first entry to the final unappro- 
priated balance. 

This high-lighting of the main figures is one of 
the MR obtained from the present-day form 
of balance sheet by grouping in fixed assets, current 
assets, etc. In this balance sheet, the group totals 
are in heavy type as well as the group headings. 

Similar prominence is given to the main figures in 
the profit and loss account by heavy type for the 
trading profit, the before taxation figure, the balance 
available, etc. It is a far better method than running 
the profit and loss account through in the same type, 
leaving the reader to extract the main information. 

The company’s annual report is altogether a most 
informative document. The directors’ report is a 


` fully detailed statement covering six quarto pages 






and containing all the information usually left to the 
chairman’s statement. This, as we have previously 
noted, is surely the logical development of the widely 
adopted practice of publishing the chairman’s review 
with the annual accounts. The accounts are presented 
in three parts—the company, the company and 
British and Dominion subsidiaries, and the French 
subsidiaries. Our reprint shows part II. 


Durban and Edmonton 
We have recently received the accounts of the City 


` of Durban, South Africa, and of the City of Edmon- 


ton, Alberta, Canada. For the most part they follow 
the accounting lines of any municipality. Powers are 
exercised to collect money from citizens, and the 
authorities must necessarily show how they exercised 
those powers, what they collected, how they spent 
the money and how they administered the city’s 
assets. i 

In the case of Durban, we have both the full 
abstract of the accounts, a formidable volume of 


The epitome reduces the accounts to the bas 
figures and includes a broad analysis in the form of 
segmented circle similar to the ‘cake-cutting’ circl: 
given by many public companies as noted in th 
column. This summary shows the percentages « 
total income spent on administration, educatio: 
health, water works, protection and miscellaneou 
the total spending in each case, and the contributior 
to that spending paid in respect of properties over 
range of values. 

An interesting history of the city is provided fro: 
which we learn that Durban was named in 1835 afte 
D’Urban, the then Governor of the Cape of Goo 
Hope. 

The Edmonton accounts are an equally busines: 
like publication of the basic figures covering ta 
collection, debenture debt service, electric lightir 
and uel the municipal airport, power and wate 
supply, the telephone system, and other publ 
utilities. 

One section, we seem to discern, emphasizes tk 
difference between public welfare and social servic 
in this country and Canada. Here we have the welfa: 
state; there the municipality supports private er 
deavour by grants to the Sisters of Charity, th 
Protestant Home, the Canadian Legion, the Children 
Aid Society, and many other good works includin 
even ‘Alcoholics Anonymous’. 


Double Tax Relief 
A point from the accounts of the British Empii 
Trust Co Ltd is worth a short note. Mr E. Ronal 
Crammond, the chairman, draws attention to 1k 
fact that the amount received under double taxatio 
relief during the year has been shown as an additio 
to income from investments. 

This procedure, he states, has been adopted 1 
include income from investments abroad on tt 
same basis as income from the United Kingdom whic 
is shown before deduction of United Kingdom taxatio: 

The Trust is in the business of industrial financir 
and acts as trustees, registrars, secretaries, an 
transfer agents. Many companies pass out the work « 
keeping share registers and handling share transfe: 
to professional registrars. 

It is also the sort of work, of course, in whic 
many firms of accountants specialize as well : 
conducting audit practice. 


Money Market 
Treasury bill applications totalled £369,645,000 c 
August 7th, some {26 million below the previo 
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THE RENOLD AND COVENTRY CHAIN COMPANY LIMITED 
AND BRITISH AND DOMINION SUBSIDIARINS 


Consolidated Profit and Loss Account for the Financial Year ended March 29th, 1933 












































1951-52 
£ £ £ D £ 
Profit on Trading for the Year after taking account of the loss of a Subsidlary and of the 
715,615 Kei mentioned below 836,008 
Directors’ and Past Directors’ Emoluments vm Fer Holding ‘Company’ 3 Profit and ` 
on Loss Account .. aa Ze é 61,501 
142,149 Depreciation of Properties and Equipment (excluding Land) yy fa Së 159,216 
23,687 Foreign Taxes not recoverable by reffef against United Kingdom Taxation... Së kg 
— Hourly Employees Pension Arrangement (see Report of Directors, para, 21?) .. 4632 632 
INCOME FROM INVESTMENTS (including £41,459 ~ SECH recoverable by rollef against United 
Kingdom Taxation in respect of Foreign suffered : 
38,994 Subsidlanies not consolidated (for previous year) F ae ave ge di Aë Ze 59,648 
19,047 Associated Company .. GG os ae on ae a vi Se Se 31,172 
6,116 Other investments .. ve So e ie SÉ S A a D of ite 6219 
64,157 — 4 97 039 
779,772. Profit for the Year subject to Taxation ep, ced de Se SA Ke ad di ve 933,047 
‘Taxation based thereon: 
14,000 Excess Profits Lovy .. we de ti e af DG D xs zi ks ve 80,000 
150,500 Profits Tax .. os ss N Se DS di S Sé on Be a Si 79,500 
279,600 Income Tax . „450,019 
(which Includes the Reserve of £393,598 for Income Tax 1953-54 - £249, io for 1952-83) 
54,000 Transfer to Future Taxation — Reserve for Equalization of Taxation .. ia 3,198 
498,100 —— ——— 62717 
281,672 : 320,330 
18,000 Transfer to Re-equipment Reserve .. T d GI D Sg SA “ke e s% 183,000 
95,672 Net Balance of Available Profit for the Year 3 gé Ce D 137,330 
86,365 Excess of Consumable Tools on valuation over book value at April 2nd, 1981 Ke d Së aoe 
15,836 Adjustments of Taxation for previous years .. ats de SN we ~~ 
70,529 < 
186,201 137,330 
187,249 Unappropriated Profits of previous years per last account .. a Si déi pi E e 212,788 
353,450 Avaltable for Disposal zë by he D vs 350,116 
APPROPRIATIONS per Hoiding Company’ D Profi and Loss Account 
140,662 To Dividends .. . se SR sé ee ys 153,117 - 
€212,788 Total Unapproprlated Profits zs shown on Balance Sheet, [page 203] .. Se Eu Si ia £197,001 
SCHEDULE Ill 
PROPERTIES AND EQUIPMENT 
March 30th, 1952 March 29th,1953 
Mm Original Original Cumulative 
Cost Depreciation 
£ £ £ £ £ £ 
478,226 i6t 7H 637,937 Land and Bulldings ` e si ia e o 736,617 {77,347 559,270 
1,252,236 531,488 1,783,724 Plant and Machinery .. ose ace vi D eh 1,993,212 599,531 1,393,681 
120,441 38,339 158,780 Durable Tools .. D: x$ is a Sé 182,956 54,006 128,950 
483,329 212,526 695,855 Furniture and Equipment by FREA a Sé i ae 862,569 243,904 618,665 
£2,334,232 £944,064 £3,278,296 = Total per Balance Sheet, [page 203] .. is cK 1. €3,775,354 £1,074,788 £2,700,566 
SCHEDULE IV 
MOVEMENTS ON CAPITAL RESERVES x 
1951-52 . 1982-53 
British and The The British and 
Dominion R&C CG R. & C. C. Dominion 
Total Subsidlartes Co Led Co Led Subsidiaries Total 
£ ` £ £ CAPITAL RESERVES £ £ 
33,742 — 33,742 Equipment Reserve as detailed Ih Schedule II’ 85,742 — 85,742 
D £ £ Re-equipment Reserve: £ £ £ 
797,121 1,123 796,000 Balance at commencement of year eit Ge 959,000 1.121 960,121 
186,000 — 186,000 Transferred from Profit and Loss Account oe oe 183,000 = 183,000 
983,121 if2i 982,000 1,142,000 1,12) 1,143,121 
23,000 — 23,000 Transferred to Equipmant Reserve os Si 52,000 _ 52,000 
£960,421 €1,21 £959,000 Total oe d oy Sé SN a ..  £1,090,000 £1,121 £1,091,121 





1, Commitments for Capttal Expenditure amount to approximacel "Een - £537,000, 
2. In 1947-48 the Company undertook to pay tl the Trusteas of the Staff Pension Scheme ten equal annual instalments of £9,850 to provide Past Service 
Pensions. Profit on Trading for the year ls after chargin g the sixth instalment. 
ae tha businesses and assets of the British and French Subsidiaries are mainly In European countries, where there are restrictions upon remittances 
to Great Britain. 
4, Assets, Liabilities and Profits in thls Balance Sheet which are carrled In Overseas Currency have been converted Into Sterling as follows: 
Fixed and Depreciation thereon, and Stock-in-Trade at the rates ruling on the date of acquisition. 
Other Assets, Liabilities and Profit and Loss Items at the rate ruling on the date of the Batance Sheet. 
5. As in previous years the amounts set aside for Profits Tax are after deducting Non-Cistribution Rollef. In tha event of subsequent distributions as 
defined In the Finance Acts being made otherwise than out of subsequent taxable profits, such Profits Tax may be relmposed up to a total not exceeding 


€325,000. 
D D Not reproduced ~ Editor.) 
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CORRESPONDENCE ` } 


Letters must be authenticated by the nanie and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


A Proposed National Association of 
Practising Accountants ` 


Six. — I give below a copy of a letter which has been 
sent in identical terms to each of the bodies named 
therein for their early consideration. 

In the meantime those practitioners who recog- 
nize the need for such a body as N.A.P.A. are invited 
to register their names and addresses with me (to- 
gether with any suggestions they may care to submit). 
On the other hand if there are some practising 
accountants who do not desire such an association 
to come into being perhaps they will also kindly 
write me their reasons. 

Yours faithfully 
R. SPROULL (Senior) GA. 
28 Great Queen Street, 
London WCa, 


To the Council of each of: 

The Institute of Chartered Accountants of Scotland; 

The Institute of Chartered Accountants in England 
and Wales; 

The Society of Incorporated Accountants and Auditors; 

The Association of Certified and Corporate Account- 
ants; 

and to the Co-ordinating committees of these bodies. 

Jointly and severally: 


Gentlemen, 
N. A. P. A. 
(1) This letter is to inform you of the intentions of 
the promoters of a proposed co-ordinating body of 
practising accountants. Membership of your bodies 


is represented amongst the promoters. The proposed. 


name of the new body is The National Association of 
Practising Accountants (N.A.P.A.). 

(2) N.A.P.A. is not intended to compete with you, 
but rather is proposed to fill a much felt need for an 
association to serve the special interests of practising 
accountants, both as employers and in their relationships 
with clients and the public.. It thus follows that 
N.A.P.A. will not enter your main field, the academic 
one of holding examinations and giving qualifications 
nor will it permit its members to use ita name or 
designatory letters as indicative of 
qualifications. 

(3) N.AP.A.’s proposed 
groups, viz. numbers 1, and 
(1) Registration..- 
(2) Representin 













(4) Object number 1, Registration, is so over- 
whelmingly important that it alone can justify NA DA. 
coming into being. We consider that previous attempts 
at registration have failed owing to the lack of a unified 
body which can speak directly for and exercise 
authority in the name of all practising accountants. 
This object will also lead — for the requirements of the 
Registration Bill—to a need to define practitioners’ 
work more precisely but nevertheless sufficiently 
broadly, and in due accord with the actual scope SÉ 
the activities of practising accountants. This will 
impose upon us the duty of an early ironing out of 
difficulties with related professions and others, so that 
our registration efforts and objectives will have a wide 
understanding and support both in the profession and 
by the public at large. In our view only a body such as 
N.A.P.A. which can speak for all practising account- 
ants regardless of their individual qualifications, can 
achieve this all-important objective of registration. 

(5) Although Objects Nos. 2 to 7 may cover some 
activities in which you have been concerned, we feel 
the limited and recent extent of your interests here 
indicate the difficulties with which you are faced in 
these fields and we feel N.A.P.A. can fill these needs 
more effectively and we hope to your own ultimate 
advantage. Thus we judge you have approached these ` 
problems from a predominantly academic standpoint, ‘ 
but our function will be to deal with them from an 
essentially practical aspect. - 

(6) We feel that- as our activities and experience 
extend, we can co-operate usefully in the interest of 
the profession as a whole by relieving you of some of 
your activities which impinge on some of ours, so that 
you will be enabled to concentrate upon the so im- 
portant needs of the educational side of accountancy. 

(7) N.A.P.A. intends to maintain amongst its 
members high ethical standards and will be glad to co- 
operate with you in respect of mutual members. 

(8) In general, it has not been your practice to 
provide a service centre of information and advice 
for practising members and, indeed, if each examining 
body of accountants were to attempt to set up such an 
organization the consequent multiplication would 
obviously entail overall expenditure far in excess of -- 
that involved for the unified service envisaged 
N.A.P.A. Nor should it be overlooked that one of th 
important advantages in having one organization 
such as: N.A.P.A.— fostering the activities it con- 
templates is that practitioners of all bodies and of none 
(until registration is achieved), will have opportunities 
of meeting together and more readily getting common 
agreement on common problems. 

(9) However they are considered, it can be seen that 
N.A.P.A.’s proposed essential functions will not 
trespass on yours. In due course it is hoped that we 
shall receive the support of your Council members 
(who are practitioners) and of your practising members 
generally and your co-operation to that end will be 
appreciated. We shall be glad to know, therefore, 
how sympathetic you are to our proposals, Thereupon 
if there appears to be a basis on which this sympathy 
with us could be deepened we would welcome 


August 15th, 1953 


representation from your co-ordinating committee 
to join in N.A.P.A.’s promotion. 

(10) As the matter of this letter is of public interest 
in the profession, a copy is also being sent shortly 
to your accountancy Press for publication. 

Yours faithfully, 
Hupert E. Brown, A.8.A.A. 
Harry Lucas, A.A.C.C.A. 
STANLEY MCCOMBE, F.C.A. 
Epwarp S. SMITH, A.C.A. 
R. SpROULL (Senior) CA. and others. 
For the promoters of N.A.P.A. 
R. SPROULL. 


[We have been requested by the Secretary of The 
Jinstitute of Chartered Accountants in England and 
Wales to publish the Institute’s reply to the letter 
sent to them by the promoters of N.A.P.A. It is 
reproduced below. Reference to this matter is made at 
page 207 of this issue in the report of the proceedings 
of the Institute’s Council meeting held on August 6th 
and a leading article on the subject appears at page 183. 
~ Editor.] 


R. Sprout, (Senior), ESQ., C.A., 
28 Great Queen Street, 
London, WCS, 


Dear Sir, 

N. A. P. A. 
The letter dated July 27th, 1953, signed by you on 
behalf of yourself and others has now been considered 
by the Council of the Institute. 

In answer to the one question which is asked, the 
Council is not in any way sympathetic to the proposals. 
The Council does not accept as `valid nor as factually 
correct the reasons advanced by the signatories of the 
letter to justify the formation of the proposed associa- 
tion. 

In view of the cordial relations which exist between 
the recognized bodies and the close co-operation of 
these bodies on matters affecting the profession as a 
whole, the Council would deprecate the formation of 
any further body purporting to represent the interests 
of practising accountants. 

Yours faithfully, 
(Signed) ALAN S. MacIVER, 


Secretary. 
THE INSTITUTE OF CHARTERED ACCOUNTANTS 


IN ENGLAND AND WALES. 
Moorgate Place, 
London, EC2. 


Schedule E: Expenses 
Sir, — A client is Midlands sales representative for a 
London firm and does a business mileage of 25,000 
to 30,000 per annum. His remuneration is paid as to 
£500 per annum in salary and £2,500 on a commission 
basis plus expenses of £5 ros per week. Last year, 
my client was informed by his medical adviser that 
he should not drive himself and accordingly he 
employed his wife in the capacity of chauffeuse. 
My client pays his wife a salary of £9 per week and 
has applied the P.A.Y.E. regulations but H.M. 
Inspector of Taxes has refused to allow any part 
of this remuneration as a deduction for income-tax 
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purposes as it arises from the personal circumstances 
of my client and is not an expense ex necessitate of the 
employment. He refers me to the case of Ricketts G 
Colquhoun ([1925] 10 T.C. 539). He quotes from 
Lord Blandesburgh’s remarks in defining those 
expenses falling within the provisions of Rule 9 
viz.: 

‘the language of the rule points to expenses with 
which it is concerned as being confined to those 
which each and every occupant of the particular 
office is necessarily obliged to incur in the perform- 
ance of the duties, to expenses imposed upon each 
holder ex necessitate of his office and to such ex- 
penses only.’ 

He also quotes the case of Roskams & Bennett 
([1950] 32 T.C. 129) and seems to be relying on the 
personal nature of the reason for employment of a 
chauffeuse. 

I have no doubt in my mind that the expense is 
one which should be allowed, but the weight of legal 
decisions appears to be loaded against my client and 
I shall be glad to have readers’ views and experience 
on this point. 

Yours faithfully, 
ARTURO. 


‘Cheque Endorsement is Superfluous’ 

Sir, — With reference to the above article in your 
issue of June 27th, does your contributor suggest 
that receipts could be affixed to the reverse side of the 
suggested new instrument as is frequently done at 
present with cheques? 

To take the matter a step further, would he approve 
of dispensing with receipts altogether? 

Yours faithfully, 
Swansea. A. THOMAS. 


[Our contributor writes: The suggestion that the 
new instrument should carry a receipt on the back was 
not intended, nor does it appear that the idea has been 
anywhere discussed. In principle it would be possible 


, to allow such a receipt, but of course the collecting 


, banker would not be expected to see that it was 
i completed — just as the existing cheque-receipts might 
! continue after endorsements were ‘abolished’, but 

without the banks’ enforcement. But in fact to ask for 
a receipt on the back of an instrument which is 
designed to be non-transferable would be something 
of a reductio ad absurdum of the whole business. Mr 












e payee will endorse it to A. N. Other, and that 
mf will thus become more difficult or even on 
casion impossible. Only when the banks accept 
eques for the credit of the payees only will it be 
ossible to abolish receipts entirely. (But it is interesting 
o notice a growing slackness in collecting receipts; 
any businesses now do not bother to remind those of 
their clients who omit to send their receipts along.)] 
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THE INSTITUTE OF CHARTERED 4 
ACCOUNTANTS IN ENGLAND AND WALES - 
MEETING OF THE COUNCIL l 


At a meeting of the Council, held on Wednesday, 
August sth, 1953, at the Hall of the Institute, Moorgate 
Place, London, EC2, there were present: 

Mr J. Blakey, President, in the chair; Mr D. V. House, 
Vice-President; Messrs H. Garton Ash, 0.8.5., M.C., 
W. L. Barrows, Sir Harold Barton, Mr T. Hamilton 
Baynes, Sir Bernhard Binder, Messrs W. G. Campbell, 
P. F. Carpenter, D. A. Clarke, J. Clayton, S. W. Cornwell, 
E. C. Corton, A. S. H. Dicker, m.p.z., W. W. Fea, G. R. 
Freeman, P. F. Granger, Sir Harold Howitt, G.B.E., D.8.0., 
M.C., Messrs R, B. Leech, M.B.E., S. J. Pears, C. U. Peat, 
M.C, P. M. Rees, m.c., L. W. Robson, T. B. Robson, 
M.B.E., G. F. Saunders, Gilbert D. Shepherd, M.B.E., 
K. G. Shuttleworth, B. Smallpeice, C. M. Strachan, opp. 
E. D. Taylor, E. Gordon Turner, MG, A, D. Walker, 
Sir Nicholas Waterhouse, 585. Messrs E. F. G. Whinney, 
R. P. Winter, m.c., with the Secretary ‘and Assistant 
Secretaries. k 


Death of Mr H. Crewdson Howard, F.C.A., 
and Mr P. Morgan-Jones, F.C.A. 
The Council received the report of the death of 
Mr H. Crewdson Howard, F.c.a., London, and Mr 
P, Morgan-Jones, F.c.A., Eastbourne, with very great 


regret. 
Mr Crewdson Howard served on the Council from- 


April 1924 until January 1953 and was Vice-President 
of the Institute in 1947. He had served on numerous 
Institute committees and was a past chairman of the 
General Purposes and Planning committees. 

Mr Morgan-Jones was elected to the Council in 
1937 and had served on the Applications, Library, 
Parliamentary and Law and District Societies Com- 
mittees. He was a past chairman of the Applications 
and District Societies Committees. 


Welcome to New Member of the Council 
The President-welcomed Mr R. B. Leech, of Coventry, 


who was attending for the first time as a member of ` 


the Council and Mr Leech briefly replied. 


Examination Results - May 1953 


The Examination Committee reported the results of 
the examinations in May 1953 as follows: ` 


` Passed Failed 
Preliminary 82 115 
Intermediate 571 580 
Final 429 483 
1,082 1,178 


Intermediate 
First Certificate of Merit, the Institute Prize, th 5 
Prize and, with one other, the Frederick Whin 
P. Mendelssohn (J. F. T. Nangle), London. 


Second Certificate of Merit and, with one other, the Fr 
S Pri 


e 
C. P. David (C. R. Daniel), Cardiff. 
Third Certificate of Merit 
I. R. McNeil (A. J. Heald)? Brighton. 






Fourth Certificate of Merit and the Plender Prize for the 
Taxation and Cost Accounting paper 
M. H. Turner (G. G. G. Goult), Ipswich, l 
Fifth Certificate of Merit and the Plender Prize for the 
Book-keeping and Accounts (Partnership) paper 
R. B. Booth (M. S. Walker), Bradford. 
Sixth Certificate of Merit 
P. Wiseman (P. Fine), London. : 
Seventh Certificate of Merit q 
R. Kapoor (A. H. Farquhar), London. 
Eighth Certificate of Merit 
F. B. Wilson (F. Jeffery), Derby. 
Ninth Certificate of Merit 
K. P. Bhargava (W. Pickles), Manchester. 
J. V. M. G. Clark (E, York), London, 

Eleventh Certificate of Merit and the Plender Prize for the 
Book-keeping and Accounis (Limited Companies) paper 
D. J. Bentley (H. J. Williams), London. 

Eleventh Certificate of Merit 
M. J. Beer (N. A. Wheatcroft), Sheffield. 

P. M. D. Gibbs (F. O. M, Smith), London. 

C. P. Huckstep (R. H. Dutchman), London. 
Fifteenth Certificate of Merit and the Plender Prize for the 
Book- ing and Accounts (Executorship) paper 
J. M. L. Jaeger (£. D. Taylor), Leeds. 

Fifteenth Certificate of Merit . 
P. R. de Chasteigner du Mee (Sir H. G. Howitt), 
London. 
Seventeenth Certificate of Merit 
R. C. Wickenden (W. C. Smith), London. 
Eighteenth Certificate of Merit and the West Prize | 
E. A. Eden (G. W. Tonks), Wolverhampton. 
Nineteenth Certificate of Merit 
G. J. Martin (A. L. Barnett), Bristol. 
Twentieth Certificate of Merit 
K. G. Bishop (F. C. Russell), London. 
Plender Prize for the General Commercial Knowledge 


paper 
S. L. Hirst (F. T. Barnes), London. . 
Plender Prize for the Auditing paper 
N. N. Sassienie (F. W. Barnes), London., 
Final 
First Certificate of Merit, the Institute Prize, the Walter . 
Knox Scholarship and the Plender Prize for the English Law 


(Part ID) paper 
D. L. Range (F. H. C. ech, London. 

Second Certificate of Merit, the W. B. Peat Medal and Pr ize 
and the Plender Prize for the English Law (Part I) paper 
P. Sergeant (E. A. Radford), Woking. 

Second Certificate of Merit 
A. V. J. More (C. H. Mead), London. 

Fourth Certificate of Merit, the Plender Prizes for the Auditing 
Set Ee erer Knowledge and Cost Accounting 


papers 
J. C. Steare (A. Smith), Manchester. 
Fourth Certificate of Merit 
G. Carter (B. Asquith), Leeds. 
Frederick Whinney Prize and the Plender Prize for the 
A Accounting (Part LD paper 
M. H. Jenner (G. Place), East Grinstead. 
Plender Prize for the Taxation paper 
C. D. Holt (J. F. Venner), London. 
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Plender Prize for the Advanced Accounting (Part D 


paper 
J. W. Lord (J. F. Hudson), London. 
Auditing Prize 
J. Clowes (J. A. Carter), Bolton. 
Roger N. Carter Prize 
A. B. Hargreaves (H. C. Davie), Blackburn. 
West Prize 
J. R. Riddell (R. H. Hilton-Jones), Shrewsbury. 


Reduction in Period of Service under Articles 


One application under bye-law 61 for a reduction in 
the period of service under articles was acceded to. 
One application under bye-law 63 (c) for a reduction 
„in the period of service under articles was not acceded 
Fto. 
Re xemption from the Intermediate Examination 
Five applications under bye-law 85 (a) for exemption 
from the Intermediate examination by articled clerks 
who had produced evidence of having graduated by 
taking one of the degree courses approved by the 
Council under bye-law 62 were acceded to. 


Intermediate Examination 


One application under bye-law 81 for permission to 
sit an earlier Intermediate examination was not 
acceded to, 


Excess Profits Tax Post-war Refunds 
Amendment of Recommendation XI 


| The Council decided to publish the following state- 
ment: 


(1) In Recommendation XI, Excess Profits Tax Post- 
war Refunds, issued on July rgth, 1946, the Council 
stated that 

‘this recommendation may need further consideration 
. when official guidance is available as to... the 

intentions of Parliament with respect to the period 
within which moneys must be utilized or repaid to 
the Commissioners and the intentions as to the ulti- 
mate destination of balances on the specific reserve or 
suspense accounts arising from the refund’. 

(2) In its announcement of November 8th, 1946, the 
Advisory Panel stated that it would expect the increase 
in net worth arising from the receipt of a refund ‘to be 
shown and maintained separately on the balance sheet 
of the business as a capital reserve’. This has since been 
modified by the statement from the Panel (Annual 
Report, 1949, page 73) in reply to an inquiry from the 
Institute: 

S ‘Provided that it is quite clear that the full amount of 
the refund itself has been properly used, the Advisory 
Panel would not raise objection to the capital reserve 
created by the receipt of the refund being capitalized 
(either alone or in conjunction with other reserves) 
for the purposes of an issue of bonus shares.’ 

(3) On April r6th, 1953, the Economic Secretary to 
the Treasury stated that provision would be made in 
the Finance Bill for taxpayers to be released from exist- 
ing undertakings and for future refunds to be paid with- 
out further undertakings. Accordingly, Section 32 of the 
Finance Act, 1953, contains provisions to that effect. 

(4) The Council now recommends that, unless there 
exist special circumstances, the excess profits tax post- 
war refund reserve or suspense account should be 
classified as a reserve (capital or revenue, according to 
whether the amount is regarded as being available for 
distribution) without the necessity for any special 
description indicating its source and that, following 
Recommendation VI, it should cease to be shown separ- 
ately in the balance sheet. 
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Internal Audit 


On the report of the Parliamentary and Law Com- 
mittee, following consideration of a memorandum 
prepared by the Taxation and Research Committee, 
the Council authorized the printing and issue to all 
members of the Institute of a pamphlet of notes on 
the relation of the internal audit to the statutory 
audit. The notes are reproduced at the end of this 
report of the Council proceedings. 


Schedule A Maintenance and Other Claims by a 
Purchaser of Property 


The Council has decided to draw the attention of 
members of the Institute to General Condition 24 (3) 
of the 1953 edition of the Law Society's Conditions 
of Sale. This condition is as follows and is reproduced 
by permission of the Law Society in whom the copy- 
right in the conditions of sale is vested: 

‘(3) With regard to 

(a) any moneys spent on the property by the vendor 
or any predecessor in title of his; 

(6) any Government or other subsidy or grant 
received by the vendor or any predecessor in 
title of his in respect of such moneys; 

(c) any income-tax allowance made to or balancing 
charge levied on the vendor or any predecessor 
in title of his in respect of such moneys; and 

(d) the previous ownership and user of the property; 

the vendor shall at the request and cost of the purchaser 
or his solicitors supply him or them with all such 
information as may be in the vendor’s possession and as 
‘the purchaser or his solicitors may reasonably require 
for the purpose of preparing or completing a claim to 
any tax relief or allowance granted by the Income Tax 
Act, 1952, or any other statute or for ascertaining the 
purchaser’s liability to income-tax.’ 
A purchaser wishing to obtain from the vendor the 
information necessary for the purpose of a taxation 
claim can therefore do so by incorporating this 
condition in the contract. He could also include a 
question on the matter in his inquiries before contract. 


Summer Course, Christ Church, Oxford 


The Chairman of the Summer Course Committee 
reported on the proceedings at Christ Church, 
Oxford, from July roth to rsth, 1953. The Chairman 
reported that the President had sent letters of appre- 
ciation to the four speakers, to the governing body of 
Christ Church and all others concerned with the 
conduct of the course. The Council decided that the 
programme and full text of the four addresses should 
be reprinted in the form of a combined booklet similar 
tọ those prepared for previous courses. Copies are 
now being printed and will be obtainable shortly on 
application to the Secretary of the Institute, price 

EN each, post free. ER 
Remittances should be sent with applications which 
twill receive attention as soon as the booklets are 
livered by the printers. An order form will be sent 

tg? all members of the Institute. ; 
‘P. The Council has approved the holding of a similar 
course from Thursday, September gth, to Tuésday, 
Beptember 14th, 1954. A further course has been 

piyovisionally booked from July 7th to rath, 1955. 


N.A.P.A. 
he Council had under consideration a letter dated 
Wi, 27th, 1953, from Mr R. Sproull (Senior), C.A., 
d others on the gubject of the proposed formation 
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of a National Association of Practising Accountants 
(N.A.P.A.). The Council settled the terms of. the 
reply to this letter and authorized the Secretary to 
request The Accountant to publish the reply in the 
event of the publication of Mr Sproull’s letter. 


Certificates of Practice etc. 
It was resolved: 

(1) That certificates of practice be issued to the 
following twenty-six associates who have commenced 
to practise: ` . 
Abbott, Denis Edward; r951, A.C.A.; (*J. Wild & Co), 

74~76 Blackburn Street, Radcliffe, Lancashire. . 
Andrews, Ian Herbert; 1938, A.C.A; 17 Cumberland 

Road, Barnes, London, SW13. 
Bowyer, Geoffrey, MA: 1929, A.C.A.; (J. Earle Hodges, 

Wright, Judd & Co), Ridgway House, 41 & 42 King 


William Street, London, EC4. 
Burkett, John Brian; 1946, A.C.A.; (Ricketts, Cooper & 
ACA, 


Co), 21 Bridge Street, Bristol, t. 

Bucknill, Thomas- Richard Townsend; 1947, R 
(*Price Waterhouse & Co), 3 Frederick’s Place, Old 
Jewry, London, EC2. (For other towns see *Price 
Waterhouse & Co.) ` 

Clarke, Philip; 1949, A.C.A.; (Greenhalgh, Son & Dutton), 
20 Acresfield, Bolton; also at Manchester, (Womersley & 
Tweedale). 

Clarkson Webb, Michael Robert; 1952, A.C.A.; (Clarkson 

. webb & Co), Granville House, Arundel Street, London, 

2. 

Cooke, Dudley Greville, M.A.; 1952, A.C.A.; (W. H. Yates 
& Co), New Walk Gates, King Street, Leicester. 

Curtis, Robert Cyril; 1952, A.C.A.; (Robert Curtis & Co), 
132 Hendon Way, London, NW2. 

Edwards, Joyce; 1936, A.C.A.; (E. Watts & Co), 7 Victoria 
Street, London, SWr. . 

Evans, Ronald Graham; 1953, A.C.A.; 53 Wesley Avenue, 
Lyde Green, Cradley, Staffordshire. i 

Guy, John Laister; 1950, A.C.A.; (Littlejohn, Wilson, 
McKnight & Co), 15 Cullum Street, Fenchurch Street, 
London, EC3; and (James E. Ward & Son), 18 Gower 
Street, London, WC, : 

Jasper, James Desmond, B.COM.; 1951, A.C.A.; (Jones & 

asper, 86 High Street, Cradley Heath, Staffordshire. 

Jolly, Donald Cyril; 1952, A CA: oo Alderney Gardens, 

ortholt, Middlesex. 

Lowe, Basil John Assheton, B.A; 1946, A.C.A; (A 
EE Lowe, & Co), 194 Coleman Street, London, 

2 

Middleton, Trevor Carrick; 1953, A.C.A.; (Middleton & 
Middleton), 5 Saville Place, Newcastle upon ‘Tyne, 1. 

Murray, Kenneth Ian; 1953, A.C.A.; St Stephen’s Cham- 
bers, Telegraph Street, Moorgate, London, ECa, and 
at Croydon. 

Noble, Eric; 1937, A.C.A.; (*Eric’ Noble & Rothenberg), 
7 Cheapside, Manchester, 2; also at London, 
Rothenberg & Noble). 

Redwood, Alfred Alexander Fleming; 1953, ACA; 
(Ricketts, Cooper & Co), ar Bridge Street, Bristol, 1 

Richardson, Wilfrid Laurence; 1930, A.C.A.; (Harriso: 
West, Ledsam & Co), 33 Waterloo Street, Birmingham, 2 
and at London. F Sen 

Sawtell, George Edward; 1953, A.C.A.; (Kenneth R. Morri 
& Co), Library Chambers, Church Street, Stourbrid 

g oe Foie A 

purway, Eustace John; 1951, A.C.A; (Nelson & Co), 
Graiseley Chambers, 39 Penn Road, lee 

Walters, Martin; 1952, A.C.A.; (Martin Walters & 
104 Upper Street, London, Nr. 

Watkins, Richard Francia; 1949, A.C.A; (A. C. Palmer 

t The letters are reproduced on pages.204 and 205 of 

issue. — Editor. 

* placed against a firm name signifies that the firm is nẹbt 
exclusively composed of members ofthe Institute. 
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Co), Regent House, 45 Sheep Street, Northampton, and 
at Bedford and Rushden. 8 
Wildbore, Leslie Matthew; 1926, A.C.A.; (Harrison, West, 
Ledsam & Co), 33 Waterloo Street, Birmingham, 2, and 
at London. 
Wilson, Samuel Sidney; x951, A.C.A; 28 Charmian 
Avenue, Stanmore, Middlesex. 


(2) That sixteen associates be elected to fellowship 
under clause 6 of the supplemental Charter (bye- 
law 31). g S . 

(3) That one associate be elected to: fellowship under 
clause 9 of the supplemental Charter (bye-law 36). 

A list of those who complete their fellowship or 
membership before August 18th will'appear in The 
Accountant of August 22nd, 1953. - 


Election to Committees ( 
Mr R. B. Leech was appointed a member of the 
Applications, District Societies and Finance Com- 
mittees for the ensuing year. 


Election to the Council 
Mr Mark Wheatley Jones, B.COM., F.c.A., Manchester, 
was elected a member of the Council to fill the vacancy 
caused by the death of Mr Tom. Walton, F.c.a., Man- 
chester, 


Appointment of Chairman and Vice-Chairman 

of Committee K : 
The Secretary reported that Mr E. G. Turner had. 
been appointed Chairman and Mr W. G. Campbell 
Vice-Chairman, of the Examination Committee for 
the ensuing year. 


Registration of Articles Ses 
The Secretary reported that seventy-eigh®> articles of- 
clerkship were fegistered during the month of July, 
1953, a8 compared with eighty-one in the previous 
July. . . . 
Deaths of Members 
The Council received with* regret the Secretary’s 
report of the deaths of the following members: 
Mr Charlie Bates, F.c.a., Cardiff.’ S 

» Michael Arthur Corley, a.c.a., Hull. 

», Denzil Ernest Darker, ¥.c.a., London. 

» Geoffrey Kilpack Deane, A.C.A., Dublin. 

» Philip Percy Sargant, F.c.a., London. 


NOTES ON THE RELATION OF THE 
INTERNAL AUDIT TO THE STATUTORY 
AUDIT 
In view of the considerable number of organizations tn 
which an internal audit is now in operation, the Council 
of the Institute of Chartered Accountants in England 
and Wales hopes that members will find these notes useful 
as a brief review of the relation of the internal audit to 
the statutory audit. - ; 

(1) The expressions ‘internal audit’, ‘internal 
control’ and ‘internal check’ are often used indis- 
criminately and it has therefore been considered neces- 
sary in paragraphs 2 to 5 below to distinguish internal 
control and internal check from what is meant in 
these notes by internal audit, of which a broad descrip- 
tion is given in paragraph 6. The expression ‘statutory 
audit’ is used primarily to mean an audit under the 
Companies Act, 1948, but most of the notes apply also 
to audits under other statutes, for example the audit 
of nationalized undertakings. We 


August 15th, 1953 


Internal Control and Internal Check 


(2) Internal control is best regarded as indicating 
the whole system of controls, financial and otherwise, 
established by the management in the conduct of a 
business, including internal check, internal audit and 
other forms of control. 

(3) Internal check is best regarded as indicating the 
checks on the day-to-day transactions which operate 
continuously as part of the routine system, whereby 
the work of one person is proved independently or is 
complementary to the work of another, the object 
being the prevention or early detection of errors and 
fraud. Internal check therefore includes such matters 
as the allocation of authorities, the division of work, 
the proper method of recording transactions and the 
use of independently ascertained totals against which 
a large number of individual entries can be proved, 
such as a sales ledger control account. 

(4) The soundness of the system of internal check 
and the manner in which it is carried out are matters 
of fundamental importance to the statutory auditor. 
It has long been recognized that these matters deter- 
mine to a great extent the amount of examination of 
detail which the statutory auditor considers it neces- 
sary to undertake. The growing practice of having an 
internal audit has now made it necessary to consider 
what effect, if any, the work of the internal auditor 
may have upon the work of the statutory auditor. It 
is hoped that these notes will be useful as a brief 
review of the relation between the two audits. 

(5) Persons who are engaged exclusively on work 


oe is a necessary part of the internal: check are 


V 


` 


sometimes described as internal auditore. Work of 
this kind, such as the routine checking of statements 
before they are seit out to customers, or of creditors’ 
accounts before they-are paid, does not constitute 
internal audit even when carried but by persons who 
also undertake other duties which can properly be so 
described. It is desirable tò make this clear at the 
outset, as these notes are not directly concerned with 
any work which is an integral part of the system of 
internal check. . i 


Internal Audit 


(6) An internal audit is a review of operations and 
records, sometimes continuous, undertaken within a 
business by specially assigned staff. The scope and 
objectives of the internal audit vary widely in different 
businesses and may, particularly in large organizations, 
extend to many matters which are not directly of an 

` accounting nature. The internal auditor’s duties on 
non-accounting matters. would not normally be a 
matter for consideration by the statutory auditor and 
they are therefore not considered further in these 
notes. On accounting matters the main objective of 
an internal audit is to assure management that the 
internal check and the accounting system are effective 
in design and operation. In practice, the internal 
auditor may often be required to report also on whether 
the system of accounting and the internal check are 


` economical. Internal audit is part of the whole system 


of internal control, but is not an integral part of the 


internal check or the accounting system. Two essential ` 


features of an internal audit are that it should operate 
independently of the internal check and that in no 
circumstances should it divest anyone of the responsi- 
bilities placed upon him. 
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Field of Relationship between Statutory and 
Internal Auditor 


(7) On accounting matters the internal auditor and 
the statutory auditor operate largely in the same field 
and they have a common interest in ascertaining that 
there is: 

(a) an effective system of internal check to prevent 
or detect errors and fraud and that it is operating 
satisfactorily; 

(b) an adequate accounting system to provide the 
information necessary for preparing true and 
fair financial statements. 

(8) Although the two forms of audit have a common 
interest in the important matters mentioned in the 
preceding paragraph, there are some fundamental 
differences: 

(a) Scope. The extent of the work undertaken by 
the internal auditor is determined by the 
Management whereas that of the statutory 
auditor arises from the responsibilities placed 
on him by statute. 

` (b) Approach. The internal auditor’s approach is 

with a view to ensuring that the accounting 
system is efficient, so that the accounting 
information presented to management through- 
out the period is accurate and discloses material 
facts. The statutory auditor’s approach, however, 
is governed by his duty to satisfy himself that 
the accounts to be presented to the shareholders 
show a true and fair view of the profit or loss 

l for the financial period and of the state of the 

3 company’s affairs at the end of that period, ` 

i (c) Responsibility. The internal auditor’s responsi- 

l bility is to the management whereas the statutory 

5N; auditor is responsible directly to the share- 

holders. It follows that the internal auditor, 
being a servant of the company, does not have 
the independence of status which the statutory 

i auditor possesses. . 

(ġ) Notwithstanding these important differences, 

thetwork of both the internal auditor and the statutory 

tor, on accounting matters, is carried out largely 
by ‘similar means, such as: ; 

) examination of the system of internal check, for 
both soundness in principle. and effectiveness in 
operation. 3 

b) examination and checking of accounting records 

and statements; 

c) verification of assets and liabilities; SEN 

(d) observation, inquiry, the making of statistical 

comparisons and such other measures as may 

be judged necessary. 


o-operation between Statutory and Internal 
Auditor 

(10) It will be evident from the preceding para- 
aph that the similarity between the means by which 
e statutory auditor and the internal auditor carry 
ut their respective duties is such that without co- 
oration between them there could be unnecessary 
plication of work. ` ; : : Si 
(rr) Because of his experience acquired in public 
kactice, the statutory auditor may be of assistance in 
advisory capacity in connection with the installation 

















> 
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business, particularly in connection with stock-in- 
trade, the physical existence of fixed assets, deprecia- 
tion charges, the ascertainment of liabilities and the 
risks of fraud or misappropriation. 

(12) There also exists considerable scope for mutual 
assistance between the two auditors in the planning 
of their respective audits. Where the statutory auditor 
is satisfied that the internal auditor has adequately 
covered part of the work which the statutory auditor 
would otherwise do, he may be able to reduce the 
extent of his examination of detail; and consultation 
between the two auditors may enable the internal 
auditor to refrain from carrying out work which he 
would otherwise do but which, having’ regard to the 
examination which the statutory auditor considers be 
must make in any event, would result in duplication. 
Examples of specific ways in which the work of the 
two auditors may be co-ordinated are: 

(a) The statutory auditor may be able to rely to a 
large extent on the internal auditor in determin- 
ing whether the system of internal check is 
operating satisfactorily and in assessing the 
general reliability of the accounting records. 

(b) The programme of the internal auditor may 
include, by agreement, work which has the effect 
of giving direct assistance to the statutory 
auditor by participating during the accounting 
period in matters such as cash counts and visits 
to branches, made either by the internal auditor 
alone or jointly with the statutory auditor. 

. (c) The internal auditor.may arrange his programm 
at the end of the accounting périod so tha 
assistance is given to the statutory auditor i 
connection with matters such as the co: 
tion of customers’ accounts, verification- of 
assets such as stock-in-trade and the ee 
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of audit working schedules required by .t 
statutory auditor for his records. 

(13) The internal auditor’s responsibility is to t 
Management and he is in no sense a servant oft 
statutory auditor. It follows therefore that the exte 
to which the internal auditor can so arrange his wo 
as to be of specific assistance to the statutory audit 
will depend upon decisions of the management « 
the scope of the internal audit and the number 
staff employed thereon. Consultation between t 
two auditors, and where necessary with the manag 
ment, should, however, ensure that so far as is practi 
able the fullest possible assistance is available to t 
statutory auditor. 

(14) It is for the statutory auditor to décide wheth 
and to what extent, consistently with his statuto 
responsibilities, he can rely on the work of the interr 
auditor in order to reduce the extent of his own e 
amination of detail. His decision will depend upon I 
judgment on the facts of each case, having regard 
particular to: dy 

(a) the extent and efficiency of the internal aud 
In order to assess these matters the statuto 
auditor should examine the internal audit pr 
grammes, working papers and reports and shou 
make such tests as he thinks fit of the work do: 
by the internal auditor, ; 

(b) the experience and qualifications of the chi 
internal auditor and his staff and the charact 
of their reports; ` 

(c) the authority vested in the chief internal audit 
and the level of management to which he, 
directly responsible. ’ 

The statutory auditor’ cannot in any circumstanc 
divest himself of the responsibilities laid on him ` 
statute, : i 


FINDINGS AND DECISIONS F THE DISCIPLINARY COMMITTEE 


Findings and Decisions of the Discipli Con 
to bye-law 103 of the bye-laws appended tb 
hearings 
A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to $th 
Discip Committee of the Council that i 
Clifford Thorne, F.c.a. (a) was at the Bow Stiteet 
Magistrates Court on December 4th, 1952, convictted 
as liquidator of a limited company for failure $ to 
send to the Registrar of Companies the statema@nt 
required by Section 342 of the Companies AL, 
1948, with respect to the company; (b) was at Ke 
Bow Street Magistrates Court on December 4th, 19 &2, 
convicted as liquidator of a second limited comp: 





ittee of the Council of the Institute appointed pursuant 
supplemental Royal Charter of December 21st, 1948, at 
d on July 8th, 1953. ; 


and wilfully permitting default to be made by t 
company in forwarding to the Registrar of Compan 
the annual return for the year 1948 contrary 
Sections 126 and 440 of the Companies Act, 19. 
(e) had been guilty of a default discreditable to 
member of the Institute within the meaning 
Clause 21, sub-clause (3) of the supplemen 
Royal Charter in that he failed to reply to two lett 
addressed to him by the Secretary of the Institi 
ao as to render himself liable to exclusion or suspensi 
from membership of the Institute. Danes 
i t y 





August 15th, 1953 


defaults discreditable to a member of the Institute 


Within the meaning of Clause 21, sub-clause (3)‘ 


of the supplemental Royal Charter. in that he (a) 
having been suspended from membership of the 
` Institute (i) continued to describe himself asachartered 
accountant and to use the letters ‘a.c.a.’ as a partner 
in his firm; (ii) despite repeated requests, failed to 
deliver up to the Secretary of the Institute his 
certificates of membership and practice as required 
by bye-law 112; (b) failed to reply to or to comply 
with the requests contained in five letters from the 


EI 
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Secretary of the Institute and one letter from the 
Institute’s solicitors, all relating to matters arising” 
out of his suspension from membership of the 
Institute, so as to render himself liable to exclusion 
or suspension from membership of the Institute. The 
Committee found that the formal complaint against 
Reginald Frank, A.C.A. had been proved under both 
headings and the Committee ordered that Reginald 
Frank, A.C.A., of Corbar, St Eric’s Road, Bessacarr, 
Doncaster, be excluded from membership of the 
Institute. 


, NOTES AND NOTICES 


Personal 
Messrs Russert & BisHop, Chartered Accountants, 
of 8 New Street, Leicester, announce that Mr J. A. 
BUTTERFIELD, A.C.A., who has been associated with the 


practice for several years has now joined the firm as - 


a partner. The name of the firm will remain 
unchanged. 

Mr B. PHILLIPS, F.S.A.A., practising under the 
style of Bernarp Done & Co, Incorporated 
Accountants, at 76 New Cavendish Street, London, 
Wi, announces that Mr Harry NEWMAN, A.C.A., 
A.S.A.A., and Mr LESLIE COHEN, A.S.A.A,, who have 
been associated with him ‘in the practice ‘since its 
inception, have been admitted as partners. The 

` name of the firm remains unchanged 

Messrs ARTHUR STUBBS & SPorFFORTH, Chartered 
Accountants, announce that they have changed the 
address of their Worthing office from 10 Shelley 
Road, Worthing; to “Tudor Court’, 52 Richmond 

© Road, Worthing. Telephone; Worthing 3469 and 
7929- 
Professional Note 
Mr W. G. A. Russell, F.s.a.4., has been elected a 
director and appointed chairman of Glynwed Tong 
Ltd. 
In Parliament 
Post Orrice Savincs BANK BOOKS: 
“aa Tax Notices 
si: J. Crowper asked the Financial Secretary of 
the Treasury whether a decision has yet been reached 
on the suggestion to print in Post Office savings bank 
books a note about liability to income-tax. 

Mr Jonn Boyp-Carrenter: Yes, Sir. Her Majesty’s 
Government have decided-to accept the suggestion 
made by my hon. friend, and other hon. Members, 
and new Post Office savings bank books will in 
future contain a reminder that depositors who make 


a return of income for income-tax purposes should 
include therein any interest on the deposits. 


Hansard, July 28th, 1953. Oral Answers. Col. 1084. 


‘TERRITORIAL OFFICERS: INCOME TAX 


Sir W. Smrrmers asked the Chancellor of the 
Exchequer if he will take steps to relieve Territorial 
officers from paying income-tax on pay received on 
training or in camp, particulars of which have been 
sent him. 
. Mr R. A. Buru: No, Sir. Training expenses 
allowance is free of income-tax, but I am afraid 
that it would-not be fair to others performing paid 
public service to treat exceptionally the pay received 
by Territorial officers. 

Hansard, July 28th, 1953. Oral Answers. Col. 1073. 


Institute of Cost and Works Accountants 


Following representations made by the Institute of 
Cost and Works Accountants, the National Joint 
Council for Local Authorities has agreed that the 
Institute’s Intermediate examination, will in future 
be recognized for promotion up to the grading of 
APT IV, and the Final examination beyond APT IV 
and all the way through the scale. Previously only 
candidates successful in the Final examination were 
considered for promotion. 


The Nottingham Chartered Accountant 
Students’ Society 

The report of the committee of the Nottingham 
Chartered Accountant Students’ Society for the year 
ended May 31st, 1953, which was presented at the 
Society’s forty-first annual meeting held on July 
a5th, records a furthér increase in membership 
which now totals 305. 

Twenty-two lecture meetings were held: during 
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the year, including five meetings at which two 
lectures were given, and tea was provided at each 
meeting by the chairman; attendance, however, was 
disappointing and the Committee hopes that students 
will endeavour to attend as many lectures as possible 
during the coming winter session. 

The Society’s annual dinner was held at The 
Victoria Station Hotel, in December, and was attended 
by 129 members and guests, while the annual dinner 
dance, held in February, at The Black Boy Hotel, 
_ again proved a great success. 

The following officers have been elected for 
1953-54 

President: Mr J. B. Burnie, F.c.A. 

Vice-President: Mr C. P. Broome, F.C.A. 

Chairman of Committee: Mr O. V. Black, A.C.A. 

Hon. Auditor: Mr E. R. Hill, F.c.a. 
Hon, Secretary: Mr J. G. Craig. 
Hon, Treasurer: Mr R. C. Smith. 
Hon. Librarian: Mr M. G. Gisborne. 


Committee: Messrs K. D. Cummings; J. S. 
R J. Foot; M. J. Fardell: G. L. Gilks: P. R. Hannah; 
E. Hill; R. A. G. Kidd; G. F. Pepper, a.c.a.; C: M. Ross; 
P. J. Walker. 


` Office Equipment Exhibition in Wales - 


A regional Business Efficiency Exhibition is to take 
place in Cardiff from September 14th to 17th. The 
exhibition, which is being held under the auspices 
of the Office Appliance and Business Equipment 
Trades Association, will be opened at Dumfries 
Place Drill Hall by the Lord Mayor of Cardiff. 


Office Management Association 

_ Giascow AND WEST OF SCOTLAND BRANCH 
The third annual one-day conference of the Glasgow 
and West of Scotland Branch of the Office Manage- 
ment Association is to be held on October zoth. 

The conference, which will be on ‘Copying, 
duplicating and printing’, is to be opened by Mr 
Walter Smith, B.sc., the American Consul in Glasgow, 
and the speakers will be Mr F. J. Neale, Works 
Study Department, I.C.I. , Billingham Division, who 
will speak in the morning session on ‘Office copying 
and duplicating’, and Mr J. P. Richardson, M.A., 
ere Registrar to the University of Glasgow, who 

will speak on ‘Office printing’, at the afternoon 

session. Each paper will be ‘followed by open 
discussion. - í 

There will be an exhibition of office machinery and 
equipment appropriate to the subject of the con- 
ference, and this year the exhibition will remain open 
during the complete conference session. 
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TWENTY-FIVE YEARS AGQ 

From Whe Accountant or AUGUST 18TH, 1928 ` 
Extract from Weekly Notes. : 
2 A Daniel Come to Judgment 
That “a little learning is a dangerous thing” ha 
long been known to be true of the law but we hav 
. seldom come across so clear a reminder that it is als 
true of studies within the law as that contained in 
cutting from a recent issue of the Blackpool Gazeti 
and Herald which a reader has kindly sent us. Hi 
Honour Judge F. E. Bradley was inspetting som 
accounts on which there were alterations. “T do nc 
know why it is,” said he, “but 99 people out of ever 
100, when they have made a e, cross out th 
figure and put another one over it. The right thin: 
to do is to erase the figure and replace it with anothe 
one. People can then understand everything withou 
difficulty.” So now we know, and when we go t 
Blackpool, we shall go supplied: plentifully wit 
eraser; but while we pursue our blundering way i 
London we shall modestly number ourselves wit 
the ninety and nine unjust bunglers of his Honour 
acquaintance. 


SEVENTY-FIVE YEARS AGO f 
From Whe Accountant oF AUGUST 177TH, 1878 
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A NEW RESPONSIBILITY | 


HE vision which brought about the nationalization of 

certain of this country’s major industries immediately 

after the last war did not seem to include in its focus the 
refinement of adequate Governmental supervision. This may have 
been due to the fact that the various operations were executed 
much too rapidly to allow time for detailed planning or, even more 
incomprehensibly, to unawareness of the elemental law that the 
larger and more diffuse the undertaking, the more explicit should 
be the arrangements for efficient management and control. 
In consequence, Parliament appointed a Select Committee last 
November to consider the changes which might be desirable in 
the present methods of informing the House of Commons of the 
affairs of the nationalized industries. 

The report of this Committee was published last week.t The 
principal suggestion it contains is that a permanent committee 
of the House of Commons should be set up to study the published 
reports and accounts of those undertakings whose controlling 
boards are nominated by the Government but whose revenues are 
not wholly provided by Parliament or advanced by the Exchequer. 
It is emphasized that the object of such a committee would be to 
inform Parliament of the progress and problems of these under- 
takings and not to control their work or policies. It is proposed 
that the staff ‘of the committee should include a House of 
Commons’ officer of the status of the Comptroller and Auditor 
General and at least one professional accountant. 

The Select Committee’s findings are of special importance to 
practising accountants because it also recommends that the 
statutory auditors of nationalized concerns should give, in addition 
to their annual reports on the accounts, such further information 
as may be of use and interest to the new committee and to 
Parliament. The scope and extent of this information are indicated 
in the memorandum and minutes of oral evidence given on behalf 
of The Institute of Chartered Accountants in England and Wales, 
both of which are reproduced in full in the report, together with 
other submissions. While the Committee appears unconvinced 
that statutory auditors could or should be asked to take on the 
task of the Comptroller and Auditor General, it agrees that an 
extension of their activities to include surveys of the financial 
backgrounds of the undertakings and of the broad policy issues 
of their boards would be useful. The general objectives of Govern- 
ment accounting appear so remote from those of modern profes- 
sional practice that this opportunity to bring the two more in 
line, will be Welcomed by the profession. 














1 Report from the Select Committee on, Nationalized Industries, H.M.S.O. 
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THE FINANCE ACT, 1953—III 


Section 19 (4) (6): Cessation 
Adjustments 


ECTION 19 (4) (b) applies if the following 
GS of events takes place: 
(a) a ‘change’ within Section 19 (1) occurs; 
(6) an election for the ‘continuing basis’ is 
l made in respect of that change; and 
. (c) subsequently another event occurs, as a 
result of which the cessation provisions are 
applied, either (i) because the event was a 
‘change’ within Section 19 (1) and the 
continuance option was exercised, or (ii) 
because the event was the permanent dis- 
` continuance of the trade. i 
It is a commonplace of income-tax that the 
cessation provisions in Section 130 (1) of the 
Income Tax Act, 1952, give the Revenue power 
to increase the assessments for the final and 
penultimate years to the actual profit — where 
necessary. The decision in Osler v. Hall & Co 
([1933] 17 T.C. 68; 11 A.T.C. 253) laid it 
down, however, that this power did not extend 
to a period. prior to the first ‘change’ in (a) 


above. In consequence, some partnerships have | 


adopted the device of two successive changes, 
opting for the cessation provisions on the 
second change, and have thus been able to 


reduce their aggregate tax liability. Section 19 
(4) (b) now removes the restriction on the’ 


Revenue’s power of raising additional assess- 
ments. It applies only to changes taking place 
after April 5th, 1953, but is nevertheless to some 
extent retrospective since it creates a power to 
raise an additional assessment for 1952-53 where 
a penultimate year adjustment is appropriate. 


Section 19 (2): Carry-forward of Loss 
notwithstanding Cessation Provisions 
Whereas Section 19 (4) (b), discussed above, 
closes a loophole, Section 19 (2) prevents what 
would otherwise be an injustice. A ‘change’ 
within Section 19 (1) brings the automatic appli- 
cation of the cessation provisions unless the 
Section 19 (3) option is exercised. Such an option 
_ requires unanimity which is not always easy to 

achieve, particularly as there will often be at 
least one partner who stands to benefit from the 


A continuing partner who had a share of loss 
or of accumulated capital allowances availab 
for carry-forward would be anxious to avoid tł 
cessation provisions, since under the old la 
these would deprive him of the right to carr 
forward losses etc. (United Steel Companies L; 
v. Cullington ([1940] 23 T.C. 91; 19 A.T.C. 132) 
Under the old law, the cessation provisior 
could not be applied against his will, because i 
the absence of a unanimous option for cessatio1 
the continuing basis applied. As this safeguar 
is now removed by Section 19 (1), compensatio 
is provided by Section 19 (2). 

Section 19 (2) (a) provides that for the pu: 
pose of carry-forward of losses under Section 1 
(3) (dealt with in Article I) or under Sections 34 
and 343 of the Income Tax Act, 1952, the trac 
etc. is to be treated as continuing notwithstanc 
ing Section 19 (1). Thus the continuing partn 
can have his share of former losses set off again: 
future profits of the partnership (Section 342 
against his income from a company to which tt 
partnership business is transferred (Section 34. 
or against his other income in the following ta 
year (Section 15 (3) of the Finance Act, 1953 


Section 19 (2) (b): Loss forward Relief in 
Same Year 

Under the old law, Section 342 relief for tk 
carry-forward of loss cannot be claimed for th 
same year in which the loss was incurred. - 
relief is desired for the same year it has rot 
claimed under Section 341 (the former ‘Sectio 
34 relief’). Section "o (2) (b) modifies th: 
restriction by allowing the continuing partne 
where the cessation provisions are applied, 1 
set his share of the pre-change loss against h 
share of the post-change profit. However, 
there is a profit before the change and a lo 
immediately after it, he cannot carry the lo 
back, although of course the old ‘Section 3. 
relief is still open to him. 


Section 19 (2) (c): Carry-forward of Capital 
Allowances 
Seétion 19 (2) (c) deals with the accumulate 
capital allowances (under Parts X and XI of ti 
Income Tax Act, 1952) of the continuing p 


/ It does not provide in terms that these s 
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(or a population, to use the statisticians’ technical 
term) containing § per cent of errors, or in 
samples of 58 items drawn from a population 
where the percentage of error in the whole is 
4 per cent, and so on. On the same line in col- 
umn 1 will be seen the entry ‘o’. This means that 
in nine CG ae out of ten, where there is an ex- 
pectation of 2-3 errors at least one error or more 
will be found. Similarly, if the expected number 


r 


of errors is 8, as it will be in a sample of 400° 


drawn from a population with 2 per cent of 
errors, then in nine cases out of ten more than 

m@four errors will be found. The significance of 
this is that if the number of errors in a sample is 
equal to or less than the corresponding number in 
column 1, it is likely in nine cases out of ten that 
the proportion of errors in the whole population 
is less than the percentage assumed. 

For example, if one error is found in a sample 

of roo items, then by finding the entry ‘r’ in 
column 1 as the acutal number of errors and 
following along the line, it will be seen that more 
than one error will occur in go per cent of cases 
where samples of 98 are taken from a population 
with 4 per cent of errors. As only one error has 
occurred in a sample of 100, there is a nine to 
one probability that the percentage of errors in 

}-the whole from which the sample was drawn 
does not exceed 4 per cent. If one were to con- 
tinue testing until a second error were found after 
a total of 250 items had been checked, then there 
is this nine to one probability that the percentage 
of error in the whole is not greatly above 2 per 
cent. 

The probability of go per cent has been chosen 
as it is considered that this represents a high level 
of probability, but tables can, of course, be 
constructed for any other level of probability 
considered. suitable. 


b Supplements Auditing Experience 


The use of such a table may be criticized by 
some on the ground that it would make auditing 
mechanical and rob the auditor of any initiative 
and discretion, but it will easily be seen that this 
is not so. There is still a wide field left for the 
exercise of individual judgment in selecting the 
portions of work, which are to be the subject of 
checking, so as to ensure a comprehensive 
„_ coverage of all types of transaction, and again 
in deciding the steps to be taken when the results 
of the test-check indicate the probable per- 
centage of error in the whole. It will still need the 
professional experience of the auditor to be applied 
to the facts of the individual case to’ decide 


THE ACCOUNTANT 


219 


whether the likely proportion of errors is merely 
what is only to be expected from minor clerical 
errors of no real significance, or whether it is 
symptomatic of something more serious, showing 
either an intentional manipulation of the figures 
or else clerical errors of so frequent and wide- 
spread a nature that the accounts cannot be said 
to give a true and fair view without more com- 
prehensive checking. 

It may then be asked: in what respect is an 
auditor using these statistical methods any better 
off? The answer is that he does at least know the 
significance of the amount of test-checking that 
he has done and of the number of errors he has 
brought to light. If he is taking a risk, he is taking 
it with his eyes open, while those following the 
traditional checks, of which one week in four 
or every third item are typical examples, are 
doing little more than trusting to luck. 

; Some, to whom this idea is being presented 
for the first time, may be a little confused by the 
statement that the probability that the number 
of errors not exceeding a certain figure is go per 
cent. This means that in nine cases out of ten the 
errors in the whole population out of which the 
sample is chosen will not exceed the stated 
proportion. The critic will no doubt point to 
the tenth time and say that the system is not 
infallible. It does not claim infallibility; the only 
war mn which it is possible to be absolutely sure 
that there are no errors in a set of books is to 
check every item and not to rely on testing. 
Where every error is significant and has to be 
found, this is the only possible course. 


The Exceptional Case 


Where testing is carried out on the basis of the 
table given, it will happen that in about one case 
out of every ten the proportion of errors in the 
whole will be rather more than that indicated by 
the table. This does not mean that the audit 
is not carried out properly in those cases, but 
that in one particular section of the audit the 
proportion of errors is higher than the auditor 
would have expected. It should be apparent that 
this is not a failing of the system, but is a state of 
affairs which is always liable to be present and 
that the use of statistical methods has only shown 
the probability of its existence, which would 
otherwise have passed unnoticed. 

Where the position does arise that there is a 

igher proportion of errors than would have 
been expected, it is unlikely that if these errors 
are of sufficient importance to affect the true and 
fair view which thé accounts are required to show, 
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there will not be resulting errors in other sections 
of the audit, which will become apparent when 
those other sections are dealt with. For example, 
purchase invoices wrongly entered will. produce 
ledger balances which are not in accordance with 
the suppliers’ statements and so on, thus ‘pro- 
viding a further check, when these are vouched 
in their turn. - 

The reverse may, ə course, happen occasion- 
ally when the section of the work tested shows a 
large percentage of errors. In such a case the 
auditor will continue checking until a much 
larger sample has been tested, as would be done 
in any case where an auditor is not staisfied with 
the result of his testing. Should it be that the 
proportion of errors in the sample selected for 
testing is disproportionally high in comparison 
with the whole, this will soon be revealed by their 
reduction or absence in the further samples 
tested. On the other hand, if a large number of 
errors exist throughout, this will be shown by the 
proportion being maintained during the further 
tests and the auditor will probably think it 
necessary to continue even to the extent of a 
complete check, until he is finally satisfied that 
the books are in order. 


Considerations of a Sample for Testing 


It will, no doubt, have been noticed that in the 
examples quoted and in the table that reference 
has been made to the number of items tested 
and not to the proportion. This is because the 
theory of sampling is based on the assumption 
that the sample reflects the whole of the popula- 
tion from which it is drawn and contains the 
same proportion of errors as would be found in 
the whole. Thus, if in a given case 10 per cent 
of the inventory extensions were incorrect, a 
sample test of (say) roo items should show this 
proportion, whether the stock sheets contained 
1,000 or 10,000 items. This principle is, in fact, 
generally adopted in auditing as the proportion 
of items tested is usually less in a large audit than 
in a smaller one. If the internal check does not 
allow this, then it is no case for testing, but one 
demanding a complete check. 

Although it is not necessary to understand 


mathematical statistics or the methods of calculat- . 


. ing the table in order to make use of it, it is 
necessary to remember that it is not an automatic 
auditor, but that intelligence must be used in its 
application. Firstly, the auditor must play fair 
and if the selected sample should show more 
errors than has been decided to be permissible, 
he must not try to find a further sample in’ the 
K 
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hope that this may conform to his requirements 
and enable him to dispense with the need for a 
more extensive check. Again, it is most important 
that all phases of the accounts should be covered 
by the various samples selected for testing. It is 
most dangerous to generalize from the results of 
a sample that is not representative of the whole; 
and so to avoid any bias it is important that the 
sample should be picked at random. It is usually 
possible to select evidence to support any verdict 
and if the auditor is always going to choose, 
or to avoid, a particular section of the work 
when picking his sample, then the results may4 
not necessarily be always representative of the _ 
whole. 

This will not prevent the sample from being 
chosen with regard to the relevant conditions. 
In the case of a large audit, although as stated 
above, there is no need to maintain the same 
proportion of items selected for testing as in a 
smaller one, since a sample of a given size will 
serve as an indication of the percentage of error 
in the whole population, however large it may be, 
it will usually be considered advisable to draw a 
somewhat larger sample or to divide each section 
into several subsections, each to be tested 


-separately by sampling. This is in recognition of 


the fact that in a larger field, there is more scope . 
for variation in quality than in a smaller one where 
it has been possible for the responsibility for the 
work to be more centralized, and an increase in 
the sample size or a break-down of the population 
into smaller groups will facilitate the representa- 
tion of these variations in the samples. 

Again, not_all items are of equal significance 
and it is possible to recognize this fact without, 
in any way, disturbing the random nature of the 
selection of a sample. This may be done by 
breaking-down the section to be tested and 
drawing a sample from each subsection in turn. 
In vouching invoices, for example, the auditor 
will doubtless wish to vouch a much higher - 
proportion, or even all, of the invoices. relating 
to capital expenditure. These may be picked out 
and then a selection of the remainder test- 
checked. Similarly, inventory extensions over 
(say) £100 may be subjected to a more stringent 
test than the smaller items. 


Size and Direction of Errors: 
A Test for Bias 


It may be asked if statistical methods are of use 
in considering the size of errors. They have not 
been found to be of assistance here as the size 
of any error is affected by the column in which the 
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AUDITING TESTS 


CAN WE CHECK THE TESTS? 
by K. W. WALKER, B.A., A.C.A. 


ITH the development of ‘test-checking’ 
as the modern technique in auditing 
_ the accounts of the large businesses of 
today, the question arises as to how much testing 
. the auditor should do before he is satisfied that 
it can be safely assumed that the rest of the items 
are similarly correct. If an auditor vouches, for 
example, one week’s purchase invoices out of 
each month and finds them to be in order, can 
he. safely assume that his testing is sufficient? 
Suppose that he failed to detect various dis- 
crepancies, which occurred in the untested 
weeks, would the client accuse him of negligence 
and produce some other accountant, who would 
testify that he would have tested some different 
proportion which in the light of his after- 
acquired knowledge would have ensured that 
the errors were brought to his notice? 

This problem appears even more acute when 
testing does bring to light a few errors and dis- 
crepancies in the items chdsen for test. Is the 
auditor entitled to asume that these are the ex- 
ceptions, which prove the rule that the books 
are otherwise correct, or is he to be on his guard 
and probe everything to the bottom? 

This is a problem, which is by no means in- 
superable, nor is it unknown in other occupations. 
Manufacturing businesses, particularly those en- 
gaged in repetition work involving many small 


items, are faced with the problem of inspection. ` 


If batches of goods are produced containing 
many defective items, due to (say) errors in setti 
machines or to inherent defects of the material, 
considerable loss will, of course, result, while 
the defective batches were not detected befo 
dispatch to customers, there would, in additio 
be a risk of damage to the manufacturer’s goo 
‘will. On the other hand, to inspect each and eve 
item in an endeavour to make sure it was fr 
from fault would probably increase overh 
expenses to a prohibitive level. The wise man! 
facturer steers a middle course between these 
dilemmas by inspecting samples from each ba 
and considering the results of this examinati 
in the light of statistical analysis, 











The Statistical Approach 
This is much less formidable than it soun 


and a similar technique could be made use of in 
auditing. Common sense, rather than mathe- 
matical knowledge, is required, in the same way 
that many people take advantage of logarithm 
tables to speed up calculations although they 
have not the slightest idea how the logarithms 
were computed or of their underlying theory.‘ 
After inspecting a sample, it is possible by the 
use of suitable tables to say what is the probability 
that the proportion of defectives in a batch lies 
between certain limits. By the application of this 
method, Table I below has been prepared and 
from this, the auditor, after examining the sample 
selected for test-checking, would be able to form 
an opinion with go per cent certainty of the 
probable upper limit of the percentage of errors 
in the whole portion of the work, from which 
the sample. was drawn. 


_ TABLE I 
SAMPLING TABLE FOR 90 PER CENT PROBABILITY 
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Some explanation of this table is necessary. It is 
described as a go per cent probability table, as it 
is calculated on the basis that the actual number 
of errors entered in column 1 will be exceeded 
in go per cent of the cases tested, assuming. 
that the distribution of these errors is due to 
chance. ' o 

The first entry in column 2, namely 2'3, is 
the average of the number of errors which one 
would expect to find in a number of samples, 
each containing 46 items, drawn from a field 


r 


- Most of the exam 
the testing of inve 
ing of purchase 


: : iti hould be relati i 
of this formula. It would not be suitaky shou relatively infrel 
problems of that type. o 


if anyone is seeking to manipulate the figures, 


is 
in approximately 32 per cent of the cases tested 
and would not 

- A result of 2-5 wou 
in 13 
ch 
strong suggestion that there is some other factor, 
which would require investigation. 


AutHor’s Norte, -I have pu l ided ` 
explain that Table I is construed Z avoided mathematical form 


The formula connecting the resul 
the sum of (n+ 1) terms of the seri 
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incorrect figure is situated. A column over-cast by 
£100 is naturally a more serious error than an 
over-cast of £1, but it is nevertheless quite 
possible that the latter contains more mistakes. 
Again, for example, if an error of transposition 
were made in writing £987, the error would be 
very different according to whether the figures 
transposed were the nine and eight or the eight 
and seven. 

In certain fields, such as stock extensions, 
genuine clerical errors should be as likely to be 


in excess of the true figure as below it, whereas 


the errors would tend to be mostly one way, 
depending on whether they wished the total to be 
increased or decreased. 

It is possible to test for bias of this nature by 
dividing the difference between the number of 
errors in each direction by the square root of the 
total number of errors in the sample. The 
following table shows the probability that any - 
given result will be exceeded by chance. 


TABLE II 
TEST ror Bras 


I'O .. 32 per cent 
1'5 13 per cent 
Zo 5 per cent 
2°5 1'3 per cent 
An .. 0-3 per cent 


Thus, if the result be I, it will be seen that this 
a difference which can be exceeded by chance 
be indicative of any undue bias. 
ld, however, only be exceeded 
Per cent of the cases tested if it were due to 
ance alone and would therefore provide a 


Scope Covers all Testing 


ples quoted have referred to 
ntory extensions or the vouch- 
Invoices. These are, perhaps, 


ts, in the table is that th 


\ 
ai 
í (4245 


THE ACCOUNTANT 





























e expec 


a3 
Pape abe 


221 


two of the most useful fields in which statistical 
theories may be applied, but they may also be 
used in many other parts of the audit. The 
results of all vouching tests may be looked at 
in this way, and consideration of the statistical 
significance of posting errors may draw attention 
tò a case where total accounts have masked a 

mber of compensating errors and mis-postings. 


Summary 


o sum up the argument of this article, it is 
submitted that the statistical methods employed 
manufacturing production control might be 


se is similar—namely, to ascertain that the 
material tested is satisfactory and yet to achieve 


nique in auditing so much as a device to 
terpret the results shown in tests carried out 
existing practices. While no knowledge of 


atistics does not make auditing mechanical or 
bb the auditor in any way of the opportunity 
b use his intelligence. On the contrary, he needs 
dgment to decide on the action to be taken as a 
kacht of the statistical tests and alsa to ensure 
hat the material chosen for the test is homo- 
eneous and a representative aoe of the 
bpulation from which it is taken. 

The use of such ideas in auditing is new and 
hrdly developed as yet, and further study E 
b doubt produce improved techniques and show 
fider fields in which statistics may be of service 
b the auditor. There are even now other sampling 
rmulae, such as those for sequential sampling, 
fhich was developed in the United States ra: 
e war, and which will probably prove to be 
ually useful to the auditor, but a full discussion 
such systems would not be possible in an 
ptroductory article of this nature designed SN 
ouse interest in and to indicate some of the 
pssibilities of this new adjunct to auditing. 


i I should - 
ge the benefit of those interested d 
EE in statistics to calculate the E 
KH suitable subjects for the i 
bility SEN results obtained in tossing coins, or 


ted number of errors is that vahie of x which makes 


logarithms. 
urve of error. Digcussions of these formulae, together 
eory of probability. 
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OTHER THAN TAXATION ON INCOME 


by P. F. 


Introduction 
1. It is probably true to say that most practising 
accountants find that ‘taxation’ is one of the principal: 
features of their practice, and candidates for tlhe 

Institute examinations also have to devote a cory; 

siderable part of their studies to this subject. P 

student, asked to give a compre- ` 

hensive definition of the subject 

‘taxation’ might suggest that it 

comprised: 

‘The law and principles of 
income-tax, sur-tax, profits tax | 
and excess profits levy; and 
their application. The prepara- 
tion of computations for sub- 
Mission to the Inland Revenue.’ 

He might add that there were also WG 

some other taxes and that the | 

subject ‘executorship’ covered 
death duties. 

2. It is perhaps somewhat sur- 
prising to find that the direct taxes 
with which the accountant deals, 
make up rather less than one-half 
of the total receipts from taxes as 
given in the Annual Financial 
Statement known as the ‘State- 
ment of Revenue and Expendi- 
ture as laid before the House by 
the Chancellor of the Exchequer 
when opening the Budget’. 

3. There is set out in Schedule’ 
I (a) to this paper a statement of 
the net receipts from taxes for the fiscal year 1951-4 
as contained in the Financial Statement and 
reports of the Commissioner of Her Majesty 
Inland Revenue and of the Commissioners of H 
Majesty’s Customs and Excise for that year, and als 
the taxes not dealt with by the two bodies 4 
Commissioners, namely: 
i Motor vehicle duties; 
5) Rates collected by local authorities. 
ere are, in addition, the contributions 
the National Insurance Acts, which are in a 
degree a form of taxation. 

4. Although the accountant - may not be 
upon to deal with these other forms of taxati 
anything like the extent to which he is requird 
ascertaining and agreeing the liability for 
taxation, he does come across these other taxes 
as a private citizen or as part of his professional 
An address delivered on Jul 
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and.accordingly this paper has been prepared to give 

some indication of the nature of such taxes and the 
blems which may arise. : 

SC In excluding from the scope of this paper 

taxation on income, there is eliminated excess profits 

levy, profits tax, sur-tax and income-tax (with the 


under Schedule A of owner 
occupiers) and it does not deal 
with the special contribution. 


Local Taxation 

6. The estimated amount of 
the net non-grant-aided expendi- 
ture by local authorities for the 
year 1951-52 was £351,527,000. 
This expenditure is met by the 
levying of local taxation known 
as ‘rates’ under a system which 
has existed since the days of 
Queen Elizabeth I. The functions 
of local authorities have varied 


of many of the health services 
and Geet to national bodies 
and of trading services such as 
electricity and gas to the national- 
ized undertakings. f 

7. There are, broadly speaking, 
two forms of local government 
in England and Wales, namely, 
the one-tier system SE Se 
borough, and the two-tier system, where the servi 
are oiovided partly by the county councils and Set 
by the non-county boroughs, urban district co ne 
and rural district councils. The county boroug ZE 
all-purposes’ authority, levies its rates to m 


expenditure which ig almost wholly under its own. 


d ists, the 

1, but where the two-ter system exists, 
EE boroughs, urban district councils E 
rural district councils collect the rates, e a EC d 

f the sums collected is then paid over 
mee councils to meet the expenditure mans 
by them. The principal items of expenditure g 
on local rates at the present time are: 


County councils 
Education ; 
Fire service 


< 
7 Police 

Welfare services for aged 

infirm, and handicappet 


persons 
Care ‘ved child- Highways and bridges 
i of deprived = ee ans 


>A 


possible exception of the taxation ay 


d 


from time to time and in recent ` 
years one has seen the passing ` 


r. 
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Non-county boroughs, urban district councils and firal 
district councils 


Housing Sewers 


Collection and disposal Public lighting 
of house refuse 


Cemeteries Highways and bridges 


(district roads) 


The county boroughs carry out the whole of these 
functions but the allocation of services between the 
various types of authority varies in certain places. 
In particular in the London area the London County 
Council is the housing authority and the police come 
under the Commissioner for the Metropolitan Police. 

8. It will be seen from the above lists, which are not 
exhaustive, that whilst some of the services are for 
purely local purposes they include services of a 
national character, and which are largely regulated 
by national policy. 

Grants are made from the central Exchequer 
towards the costs of local services, the total assistance 
for 1951-52 being £474 million or about 574 per cent 
of the net expenditure. 

g. The system of rates by which the balance is 
raised had its origin in the Poor Relief Act, 1601 
(the ‘Statute of Elizabeth’) under which a liability for 
a local tax was placed on every occupier of lands. As 
the widest possible interpretation is given the word 
‘lands’, any occupation of property may be said to be 
rateable unless specifically exempt either at Common 
Law or by statute. 

ro. Generally speaking, the persons rated are rated 
as occupiers of land or houses and the basis of their 
contribution is fixed according to the annual value 
of the property occupied. Under the Rating and 
Valuation Acts there is to be determined the rent at 
which the hereditament might reasonably be expected 
to let from year to year, if the tenant undertook to pay 
all usual tenant’s rates and taxes and if the landlord 
undertook to bear the cost of the repairs and insurance 
and the other expenses, if any, necessary to maintain 
the hereditament in a state to command that rent. 
From the rent so determined there are statutory 
deductions to arrive at a net figure or rateable value 
on which the rates are actually levied. 


11. It will be seen that what has to be ascertained ` 


` is the rent which ‘might reasonably be expected’ and 


-it is quite clear from decided cases that this does not 


necessarily mean the rent actually paid, but is a 
notional rent to be estimated according to all relevant 
circumstances. When the general level of rates was 
only a few shillings in the £ this basis might have 
been satisfactory, but today with rates almost every- 
where in excess of 20s in the £ the basis is obviously 
open to criticism, There has been no general revalua- 
tion of properties since before the war and there has 
recently been introduced a Bill to deal with the next 
revaluation having regard to the difficulties which have 
arisen largely by reason of the effects of the war and 
the Rent Restriction Acts on land generally. 

12. It should be emphasized that the amount which 
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the private resident may pay in rates is only to a small 
degree governed by the services which may be received 
and in so far as rates are paid on private dwelling- 
houses no relief from other taxes is obtained. In the 
case, however, of trades or businesses, any sums 
paid as local rates are regarded as an allowable 
expense in computing the taxable profits of those 
businesses. 

13. There are certain exemptions from rates which 
are dealt with briefly below. 


A. Common Law exemptions 


(1) The Crown, i.e. Houses of Parliament, public 
offices, Royal Courts of Justice, official residences 
of Ministers of the Crown, barracks, prisons, 
police stations, post offices, etc. (Notwithstanding 
the principle of Crown exemption, contributions 
in lieu of rates are made by the Treasury.) 

(2) Land ‘struck with sterility’, e.g. parks and open 
spaces perpetually dedicated to the public use. 


B. Total statutory exemptions 

(1) Agricultural land and buildings. 

D Air-raid protection works, 

B} Railway and canal hereditaments (British Trans- 
\ u port Commission). 
` LNChurches and chapels. 

(5) Diplomatic occupations. 

(6) Electricity hereditaments. 

(7) Lighthouses. 

(8) Literary and scientific societies. 

(9) Militia storehouses. 

(10) Sunday and ragged schools. ` 


(11) Voluntary schools (see Section 9 (2) of the Educa- 
tion Act, 1944; this does not cover independent 
schools or schools provided by a local education 
authority, but only those schools maintained by 
a local education authority but established 
otherwise than by such authority). 

(12) Certain undertakings by virtue of Private Acts of 
Parliament. 


C. Partial statutory exemptions 
(1) Burial grounds, acquired under certain Acts. 
(2) Freight transport hereditaments. 
(3) Industrial hereditaments. 
! (4) Land covered with water. 
. (5) Plant and machinery- (liability exists on such 
: classes of plant and machinery as are deemed by 
statute to be part of the hereditament, e.g. plant 
used for generation of power, heating, ventilat- 
ing, etc.). 
(6) Canals and towing-paths. 
(7) Tithes. 


14. It should be noted that there is no relief for 
charities as such and that exemption from income-tax 
does not necessarily bring with it exemption from 
rates. The relief given to literary and scientific 
societies under the Scientific Societies Act, 1843, is 
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strictly limited to those societies which wholly 
satisfy the requirements laid down in the Act. 

15. Among the most important reliefs are the de- 
rating provisions of the Local Government Act, 
1929, which gave complete statutory relief to 
agricultural land and buildings and relief on three- 
fourths of the annual value to industrial properties. 

16. Although the accountant is usually regarded as 
not competent to express an opinion as to the annual 
value of any property, there are certain undertakings, 
usually of a monopolistic character, where the 
valuation is made on a profits basis. Prior to their 
nationalization, the railways and electricity under- 
takings were so dealt with, but now a statutory 
contribution in lieu of rates is made. There still 
remain, however, the gas and water undertakings 
and such properties as racecourses, licensed hotels, 
etc., which are so valued and the services of the 
accountant can be most valuable in preparing the 
necessary data for the valuation. 

17. For many years the Inland Revenue have been 
responsible for the valuation of properties (for 
Schedule A purposes and since 1948 they have also 
dealt with valuations for rating purposes. Formerly 
the local authorities acted as rating’ authorities and 
were responsible for the preparation of the valudtion. 
lists. 


18. It is perhaps debatable whether income-tax 
under Schedule A assessed on the owner-occupier of 
any property is a tax on ‘income’; what is clear is 
that the ‘income’ so assessed is purely notional. 

1g. Apart from rates the only other taxation not 
dealt with centrally are the local taxation licences, 
where in England and Wales (but not in Scotland) 
the county and county borough councils retain the 


proceeds of gun and game licences and dog licences. 
The net receipts for 1951-52 were: 
£ 
Gun licences 134,291 
Game licences .. 121,835 
Dog licences 1,027,968 


Inland Revenue Duties 


20. As will be seen from Schedule x (a), although 
the duties collected by the Commissioners of Inland 
Revenue are principally taxes on income, with which 


this paper does not deal, they include the death duties,‘ 
stamp duties and some miscellaneous items. The. 


death duties and the problems of valuation connected 
therewith have formed the subjects of many papers 
and they can only be referred to briefly here. On 
deaths occurring at the present time there is only one 
duty payable, namely, estate duty, although there are 
six other duties on the Statute Book. Estate duty 
accounted for {176,291,117 out of the total death 
duties of £182,066,643 collected in 1951-52. 

21. One item included under death duties to which 
reference should perhaps be made is corporation 
duty, the net receipt from which in 1951-52 was 
£122,662, This duty was imposed by the Customs 
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and Inland Revenue Act, 1885, by way of compensa- 
tion to the Revenue for the non-liability to death ` 
duties of certain property belonging to or vested in 
bodies corporate or unincorporate. The rate of duty 
at 5 per cent on the net annual value of income or ` 
profits has not apparently been varied despite the 
very great increases in the rates of estate duty. As 
any body carrying on a trade or business and charitable 
bodies are exempt, there is only a small class of bodies 
liable to this tax, of which the Institute is perhaps a 
typical example. It is difficult to see why this tax 
should be retained and in its Memorandum for the 
Royal Commission on the Taxation of Profits and 
Income, the Institute suggested its abolition. 


Stamp Duties 


22. The Stamp Act, 1891, is still the principal 
Act dealing with the obligation to have many legal ` 
and commercial documents stamped with a stamp 
denoting the payment of duty. In some cases the 
amount chargeable on documents of a particular class 
is a‘fixed amount and in other cases it is an ad valorem 
duty. 

e In order to prevent evasion of the duties the 
Revenue relies on two principal safeguards, namely 


` (a) the inadmissibility in any legal proceedings (other 


than criminal) of any documents not duly stamped; 
and (b) the imposition of penalties on persons who 
fail to stamp certain kinds of documents and on 
persons responsible for registering documents, such 
as registrars of companies, who register documents 
not duly stamped. 

24. The principal headings under which stamp 
duties were collected in 1951-52 were: 


Land and property other than stocks S 
and shares .. 22,179,432 
Stocks, shares, diia, etc, 20,694,876 
Companies’ share capital duty 2,165,416 
Cheques me Ste 6,391,778 
Bills of exchange 1,462,032 
Receipts etc. 4,554,938 
Insurance policies 2,816,948 
Other .. 1,276,540 
Total £61,541,960 





25. In the case of those duties for which adhesive 
(postage) stamps may be used, particularly for 
receipts, the amount receivable by the Inland 
Revenue is transferred from the Post Office on the 
Rasis of an estimate of the stamps used for revenue 
as distinct from postal purposes. 

26. It should be noted that the liability for stamp 
duty only arises when a writing or document is 
brought into being. In some cases there is a legal 
Fequirement that a transaction must be evidenced by 
‘a document but in many cases there is no such 
obligation. Thus the ‘traders’ credit’ system of 
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making payments under which the payer instructs 
his bank to pay sums direct to the payees’ banks, 
obviates the drawing of cheques and so duty is not 
payable. Similarly with cash sales, if no receipt is 
‘asked for or given no question of stamping arises, 
but the payer may request a receipt and if the 
amount paid is {2 or over is entitled to a stamped 
receipt and penalties are prescribed for failure to 
comply with such a request. The Institute’s Members’ 
Handbook sets out, on page 138, advice obtained 
from solicitors with regard to the issue of receipts for 
payments made by cheque. 

27. Charities enjoy a virtual exemption from 
stamping receipts, as the Commissioners do not take 
action when unstamped receipts are given. Charities 
were given some relief from stamp duties under the 
Finance Act, 1947, so that on transfers to them of 
stocks and shares the rate of ad valorem duty remains 
‘at the lower rates in force prior to August 1st, 1947. 

28. In the case of transactions between a holding 
company and its wholly-owned subsidiaries, con- 
sideration should be given as to whether some 
document is essential; if for any reason it is, then it 
must be duly stamped, but cases do arise where there 
is no necessity for any document, and no stamp duty 
is accordingly payable. The reliefs given under Section 
42, Finance Act, 1930, as amended by Section 50, 
Finance Act, 1938, should also be borne in mind. 

2g. A saving of duty may be made in the case of 
voluntary settlements or ‘seven-year deeds” by 
providing for the payment of a weekly or monthly 
sum rather than an annual sum as the ad valorem 
duty is calculated by reference to the actual sum set 
out in the deed. 

30. There are a number of statutory exemptions 
from stamp duties and in certain circumstances a 
fixed nominal duty may be paid instead of an ad 
valorem duty. 

31. The Inland Revenue department also collects 
substantial sums for various fee and patent stamps 
which, however, are not Inland Revenue duties and 
are accounted for to the departments concerned. 
The net receipts from this source for 1951--52 were: 


Patents, designs and trade-marks 

Fee stamps, including ere 
companies registration and winding- 
up, land registry, judicature, etc. .. 


852,960 


2,432,190 
£3,285,150 





Land Tax 
32. This is one of the oldest taxes, dating from 
1692, and is now in process of compulsory redemption 
over a period of years. It is payable annually on 
certain lands where the charge has not previously 
been redeemed and the property exonerated. On 
property changing hands it must be redeemed and 


may be redeemed voluntarily. The tax on property ` 


owned by corporate or unincorporate bodies must 
be redeemed not later than January ist, 1954. The 
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yield of the tax in 1951-52 was £426,063 and 
£671,200 was received on voluntary and compulsory 
redemptions which are at the rate of twenty-five 
years’ purchase of the annual land tax redeemed. 


Mineral Rights Duty 


33. This duty, which yielded £136,275 in 1951-52 
was imposed by the Finance Cae Act, 1910, 


-and is levied at rs in the £ on the rental value of all 


rights to work minerals and on mineral wayleaves. 
It is not charged on common clay, common brick- 
clay, chalk, limestone and gravel. : 


Customs and Excise Duties 


34. The taxes administered and collected by the 
Commissioners of Her Majesty’s Customs and 
Excise include some of the oldest surviving forms of 
taxes in our history..The customs duties which 
are levied on certain goods imported into this country 
had their origin certainly as far back as Richard I, 
who imposed a tax on imports of wine. The excise 
duties are levied on certain goods of home manufac- 
ture and have now been extended to cover purchase 
tax, entertainments duty, betting tax, etc. In 
Schedule 1 (b) there is set out a summary of the net 
receipts for 1951~52, showing the principal headings 
under which the duties are levi 

‘35. The administration of these duties is highly 
complex and in 1952, the Customs and Excise Act 
an Act consolidating the whole of the law 
to the customs and excise duties was 
321 clauses and 12 Schedules and 
or in part some 200 Acts of Pagi 
last 150 years. The Act 
laws except in so far as i 
them and to bring # 
requirements. 










226 


consumption in the United Kingdom is well known, 
but nevertheless the present high rates of duty cause 
considerable difficulty in the financing of duty-paid 
stocks. 

39. A committee was set up under Sir Maurice 
Hutton in July 1952, to examine the position of 
traders holding duty-paid stocks and its report 
published in March 1953 (Cmd. 8784), is most 
interesting. It will be remembered that there’ was 
considerable agitation on the part of retailers holding 
duty-paid stocks, particularly stocks on which 
purchase tax had been paid, for some relief should 
the rates of duty be reduced. The committee recom- 
mended that compensation should not be paid to 
such traders at the expense of the Crown and that 
no additional tax or duty should be imposed on stocks 
when the rates of tax or duty were increased. It also 
recommended that large and frequent variations in 
the rate of purchase tax should be avoided. 

40. Although this problem of the risk to the holder 
of tax-paid stocks was accentuated by purchase tax 
it has’ existed for many years as regards stocks of 


alcoholic uu and tobacco. Fortunately perhaps, ` 


for the holders of stocks, the trend of changes has 
generally been in an upwards direction and with one 

. exception no attempt ‘has been made to levy any 
additional tax on stocks. The exception was in 1948 
when the second of the two post-war increases in the 
customs duty on tobacco was accompanied by an 
KI ivalent excise duty on stocks of duty-paid 
the hands of manufacturers (but not of 
retailers) and yielded some £3 million. 
ax has given rise to a number of 

, -particularly with regard to 

į is charged when goods 
pn (generally a wholesaler 
tered person (generally 
opriated or applied 
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against losses likely to arise on a change in the rate 
of tax. 

43. Included in the customs and excise duties are 
a number of licence duties, many of which are 
imposed not so much for the purpose of obtaining 
revenue, but to enable some control to be exercised 
on manufacturers and dealers in dutiable goods. In 
the case of retailers of alcoholic liquor the éxcise 
licence is based on the net annual value of the 
premises occupied, but on clubs.the duty is charged 
at the rate of 3d in the £ on the purchases of 
intoxicating liquor during the preceding calendar 
year. The secretary of every registered club has to 
render a statement during ihe month of January. 

44. In the case of licensed premises — hotels and 
public houses — when a new on-licence is granted, it 
is necessary for the justices to ascertain the difference 
between the value of the premises when licensed and 
their value unlicensed and to require the licensee to 
pay the difference as ‘monopoly value’. In a number 
of cases such licences are granted for a term in order 
to ascertain. what trade is capable of being done, 
before an annual licence, i.e. a permanent licence, is 
granted. Accountants are from time to time called 
upon to give evidence as to the figures on which 
monopoly values should be calculated. The Customs 
and Excise also collect the compensation levy under 
the Licensing Acts and accounts for such sums to the 
Compensation Authorities which were set up under 
the Licensing Act, 1904, to administer the fund to 
be applied to the extinction of old and redundant 
ea 

It is of some interest to note that the staff > 
Bee by the Customs and Excise at March 31st, 
1952, was 14,803, and the cost of administration 
0°66 per cent of the net revenue collected or about 
1$d for every £ collected, whereas in the Inland 
Revenue department the staff numbered 53,260 and 
the cost of collection was equal to 1-07 per cent of the 
gross annual revenue received or about 26d for 
every £ collected. 


Motor Vehicle Duties 


46. The collection of motor vehicle duties is 
entrusted by the Ministry of Transport to the county 
and county borough councils who account for the 
tax collected to the Exchequer. Until the close of the’ 
financial year 1936-37 the motor licence duties were 
paid into a road fund, but since that time the duties 
have no longer been earmarked for expenditure on 
roads, the central government’s contribution towards 
the cost of maintenance, improvements and con- 
struction of roads and highways being met out of 
moneys provided by Parliament. 


National Insurance Fund 
47. In addition to the other forms of taxation, 
under the National Insurance Scheme contributions 
are payable by all employed and self-employed 
persons and also by certain non-employed persons. 


/ 
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The amount of such contributions to the National 
Insurance Fund for the year ended March 31st, 1952, 
amounted to £417,136,857, and in addition there was 
pal aid to the Industrial Injuries Fund £30,368,764. 
he payments from the National Insurance Fund 
consist of benefits for unemployment, sickness, 
maternity, widowhood, guardianship allowances, 
retirement pensions and death grants. 

A contribution is also made from the fund to the 
National Health Service and from the Industrial 
Injuries Fund benefits are paid for injuries, disable- 
ments and death. Both funds receive grants from the 
Exchequer. On both funds the experience to date 
has been that the income has exceeded the outgoings, 
and substantial balances have accumulated, but it 
would seem that the present scale of contributions 
will not be sufficient to keep the National Insurance 
Fund actuarily sound, particularly as and when 
more persons qualify for retirement benefits. 


Conclusion 
48. In bringing this brief survey of certain aspects 
of our fiscal system to'a close, it is perhaps pertinent 
to recall the fundamental principles of taxation as 
expressed in the following four ‘classical’ maxims of 


Adam Smith: 


‘(a) The subjects of every State ought to contribute 
to the support of the government, as nearly as 
possible, in proportion to their respective 
abilities: that is, in proportion to the revenue 
which they respectively enjoy under the 
protection of the State. In the observation or 
neglect of this maxim consists what is called 
the equality or inequality of taxation. 

‘(6) The tax which each individual is bound to pay 
ought to be certain and not arbitrary. The time 
of payment, the manner of payment, the quantity 
to be paid, ought all to be clear and plain to the 
contributor, and to every other person. Where it 
is otherwise, every person subject to the tax is 
put more or less in the power of the tax-gatherer, 
who can either aggravate the tax upon any 
obnoxious contributor, or extort by the terror of 
such aggravation some present or perquisite to 
himself. The uncertainty of taxation encourages 
‘the insolence and favours the corruption of an 
order of men who are naturally unpopular, even 
when they are neither insolent nor corrupt. The 
certainty of what each individual ought to pay 
is, in taxation, a matter of so great importance, 
that a very considerable degree of inequality, it 
appears, I believe, from the experience of all 
nations, is not near so great an evil as a very 
small degree of uncertainty. 

"Lei Every tax ought to be levied at the time, or in 
the manner in which it is most likely to be 
convenient for the contributor to pay it. A 
tax upon the rent of land or of houses, payable 
at the same term at which such rents are usually 
paid, is levied at a time when it is most likely to 
be convenient for the contributor to pay; or 
when he is most likely to have wherewithal to 
pay. Taxes upon such consumable goods as are 
articles of luxury are all finally paid by the 
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‘consumer, and generally in a manner that is very 

convenient to him, He pays them by little and 
little, as he has occasion to buy the goods. As 
he is at liberty, too, either to buy or not to buy, 
as he pleases, it must be his own fault if he ever 
suffers any considerable inconvenience from 
such taxes, 

‘(d) Every tax ought to be so contrived as both to 
take out and to keep out of the pockets of the 
people as little as possible over and above what 
it brings into the public treasury of the State.’ 

49. Whilst on the whole most of our taxes do not 

offend against these principles there would seem to 
be certain rather doubtful cases and it may be that 
these will receive attention from some future 
Chancellor who is able to propose some remission of 
taxation. 
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Schedule 1 (b) 
Customs AND Excise DUTIES, 1951~52 ~ Ner RECEIPTS 
Total Customs Excise 
£000 {£000 £000 
Spirits . 96,927 29,850 67,077 
Beer 260,887 12,721 ` 248,166 
Wine 17,520 17,520 keng 
British wines 3:395 — 35305 
Total alcoholic Zeen 378,639 60,091 318,548 
Tea Sa on P ECK 187 — 
Cocoa etc. ne 1,312 1,312 — 
Coffee and Chicory 349 349 — 
Sugar etc. 13,041 8,314 4,787 
Dried fruits 361 361 — 
Tobacco .. 613,473 613,471 2 
Matches and siechanical 
lighters . 12,730 4,195 8,535 
Silk wë 6,237 6,237 — 
Oil etc, ‘te 200,538 195,142 5,416 
Entertainments .. 4 45,805 — 45,805 
Clubs... ; Gi 800 — 800 
Monopoly values 970 — 970 
Licences — Liquor 4,240 — 4,240 
Other 221 — 221 
Playing cards yi 6 65 
Hops 2 2 — 
Key industry diities 2,549 2,549 — 
Import Duties Act, 1932 92,807 92,807 — 
Ottawa duties 11,248 11,248 — 
Beef and Veal ., ` 3,016 3,016 — 
Purchase tar `. Sg 337,671 — 337,671 
Betting .. i 26,175 — 26,175 
Miscellaneous 662 633 29 


Rate of Tax 
Free of tax 


£999, 900 £753,204 


£1,753,104 


Schedule 3 
‘THe SCOPE oF PURCHASE Tax, JANUARY 1953 
Goods 
foodstuffs; 
fuel; 
books; 


Chargeable at 25 per cent 
on the excess of the 
wholesale value over 
the appropriate ‘D’ 


» Chargeable at 25 per cent 
on the full wholesale 
value 


domestic cooking appliances 

sani ware, household brooms and 
brushes, a range of dusters and 
cleaning cloths, and various kitchen 
utensils and appliances; 

most vessels used in the f aration 
or serving of food and rink; 

pins, needles, thimbles, sewing thread 
and knitting wool: 

young children’s clothing and foot- 
weer 

school satchels; 

office machinery, 

toilet paper and tooth-brushes; 

certain essential or non-proprietary 
drugs and medicines; 

ambulances, invalid carriages and 
perambulators; 

moat industrial and building materials 
and appliances; 

most articles (e.g. spirits and tobacco) 
subject to other indirect taxation. 


clothing and footwear (other than fur 


goode and exempt goods), hand- 
erchiefs and some headgear 
pillows, bolsters and mattresses, 


haberdashery and most headgear. 


Rate of Tax 
Chargeable at 334 per cent 
on the excess of the 
wholesale value over 
the appropriate "Di 


Chargeableat 43 
on fats w ce 


SS 


Chargeable at 50 per cent 
on the excess of the 
wholesale value over 
the appropriate D’ 


Chargeable at 66} per cent 
on the full wholesale 
value 


Chargeable at roo per cent 
on the excess of the 
wholesale value over 
the appropriate "D 


Chargeable at 100 per cent 
on the full wholesale 
value 
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Goods 
domestic furniture, 


roost floor coverings; 
office furniture; 
domestic hardware and ironmongery, 
and wallpaper; 
sewing machines; 
cutlery; 
lighting fittings, bulba and mantles; 
lawn mowers and rollers; 
clocks and watches not of precious 
metal; 
ianos; 
atteries and accumulators for wireless 
seta; 
toya and sports requisites; 
certain toilet requisites and prepara~ 
tions; 
and mediçines; 
stationery and office requisites;. 
bicycles, motor cycles, and the chasals 
of goods vehicles 
cloth and plastic sheeting; 
domestic textile articles and bedding 
other than pillows, bolsters and 
mattresses. 


gas space-heating appliances, gas 
water-heating appliances and 
certain electric water-heating 
appliances; 

domestic refrigerators, washing 
machines and vacuum cleaners; 

radio and television sets; 

gramophone records and most 
musical instruments; 

amokers’ requisites; 


cut glassware; 
ae bags, etc.; 
cameras and photographic goods; 


umbrellas; 
motor-cars, 


fur garments. 


fur skins; 

certain electric space-heating and 
electric water-heating appliances; 

clocks and watches of precious metal; 

most E and prints, and the more 
elaborate greetings cards; 

jewellery and goldsmiths’ and silver- 
smiths’ wares; 

fancy goods, ornaments and vases; 

perfumery, cosmetics, and certain 
toilet requisites and preparations, 
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WEEKLY NOTES 


Cost Accountants’ Examinations 


The results of the June 1953 examinations of The 
Institute of Cost and Works Accountants have now 
been announced. 

A total of 1,081 candidates sat for the whole or 
part of the Final examination at home centres. Of 
this number, 178 completed the Final, 41 passed 
Part A, 202 passed Part B, and 660 candidates failed. 

The First Place in the Final, carrying with it the 
‘S. Laurence Gill Prize’, was awarded to Mr James 
Fouldes, of Oakes, Turner & Co Ltd, Sheffield. The 
‘Leverhulme Prize’ for Costing was awarded to 
Mr John Burrell Charnock, of Thomson & Charnock 
Ltd, Liverpool; Mr Charnock gained the first place 
in the Intermediate examination of June 1951. The 
‘Donald L. Moran Prize’ for. Management ~ Factory 
and Distribution, was awarded to Mr James Leaver, 
of Mullard, Blackburn Works Ltd of Blackburn. 

In the Intermediate examination at the home cen- 
tres there were 1,947 candidates, of whom 117 passed 
the whole of the examination, 355 passed Part I, and 
369 passed Part II. The remaining 1,106 candidates 
failed. 

The names of successful candidates who completed 
the Final examination at the home centres, together 
with a summary of the home results, appear on 
another page. 


Loans from Counterpart Funds 


The President of the Board of Trade has announced 
the composition of a committee to advise him on the 
administration of the industrial portion of a {1 
million counterpart fund which has been accumulated 
under the counterpart arrangements arising out of 
United States economic aid. 

The chairman of the committee is Sir John H. 
Woods, G.c.B., M.V.O., and the other members are 
Mr S. J. Pears, F.C.A., a partner in the firm of 
Cooper Brothers & Co., Chartered Accountants, and 
a member of the Council of the Institute; Mr David 
Colville, of Rothschilds; Col. E. R. Mayer, T.D., from 
the National Union of Manufacturers; Sir Andrew 
Naesmith, C.B.E., j.p.; Lord Piercy, C.B.E.; Mr 
W. W. 5. Robertson, 0.B.£., of the National Produc- 
tion Advisory Council; and Dr Harold Whitehead, 
from the British Institute of Management. 

Out of the £1 million made available, £300,000 has 
been allocated to agriculture, the balance of £700,000 
being reserved for industrial purposes. The committee 
has already made recommendations about the type 
of project which it considers should be eligible for a 
loan and also on terms and conditions. 








limits are intended to be a start for a working basis 
rather than inflexible terms of reference. The fund 
is a revolving one so there should be scope for further 
loans as existing ones are paid back. 

An explanatory leaflet setting out the form in 
which applications should be made can be obtained 
from the Board of Trade. 


Best Exports this Year 

July has had the distinction of providing the best 
export figures for this year so far. At £243 million 
they were £30 million higher than the level achieved 
in June and about £20 million above those for July, 
1952. Some of this good result is due to the fact 
that July is the first month since the earlier part of 
the year which is not affected by one or another of 
the statutory holidays. On a working day basis there 
is, however, a slight improvement on recent months, 
for the July figure of £8-g million compared with 
£8-8 million each for June and for May. There is 
some way to go, however, before the rate of export 
on a working day basis is restored to the level which 
obtained in the earlier part of this year. 

Imports were almost unchanged on the month at 
£293 million. But this steady figure conceals a 
useful drop on a working day basis, for in July the 
average working day produced {10-8 million worth 
of imports compared with {12-1 million in June. 
The result of this slight gain of exports over imports 
was to reduce the adverse balance on visible account 
to {501 million compared with {79-8 million in the 
month before. 

So far as exports to North America were concerned, 
the very resilient performance in June was not quite 
maintained. Total exports to that area were £30°1 
million against £305 million but the July level 
remained above the second quarter’s average. 


Italian Steel Tariffs 


When the High Authority, which is the executive 
body for the countries signatory to the Schuman 
treaty, made its first moves to reduce tariffs among 
participating countries, it made a special dispensation 
to Italy. It was argued at the time that the transport 
problems and high costs of the Italian industry made 
it imperative for Italian steel firms to have a longer 
period of adjustment than those in other, countries. 
The Italian steel tariff was therefore raised to 23 per 
cent (for non-special steels that is) which was the 
level allowable under the Annecy Convention. This 
concession was to be reviewed early this month 
when it was thought that the price relationships 
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will continue to operate for steel from other countries. 
This may be only a very small straw in the wind but 
it suggests that the general movement of prices 
downward; a movement which is now general 
inside and outside the Community, is gradually 
putting the Higher Authority in a position where it 
can more easily exert pressure on prices. Little, 
indeed, is likely to be heard about the High Authority’s 
powers to fix maximum prices. For better or for 
worse, the Schuman Plan has started life on a falling 
market. 


New Shipping Freight Index 


It was announced some time ago that a new freight 
index calculated on a post-war base year was in course 
of preparation by the Chamber of Shipping. The 
new index was published for the first time last week. 
Along with the freight index on a new basis there has 
now been made available an index of time charter 
rates. Both the new series are based on 1952. 
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The freight index has been revised to take account 3 
of the change in the pattern of trade since the war and; 
as one would expect one of the principal alterations 
has been the reduced weight given to the coal trade. 
Along with coal there has been a smaller weight 
allocated to grain and fertilizers. Higher weights 
have gone to timber, sugar and ore. 

So far as movements of the indices are concerned 
there was a slight hardening of the freight rate 
index over July. It advanced two points from 73°8 , 
to 75°8 but this small upward turn does not even 
recover the ground lost over June. One has to go 
back to August last year to find a lower level of 
freights than those which have been current in June 
and July of this year. The index of time charter 
rates fell on the month and has been declining 
steadily since April having now fallen below the 
year’s previous ‘low’ in January: Seasonal factors 
and the end of hostilities in Korea are leaving the 
indices, temporarily at least, somewhat becalmed. 


REVIEWS 


We Too Can Prosper 
by Graham Hutton 


(George Allen & Unwin Ltd, London. (For the 
British Productivity Council. ) 12s net) 


Tt was clearly a matter of vital necessity that someone 
should bring together and express cogently and 
concisely the conclusions reached in the numerous 
reports on American industrial methods issued by 
the British Productivity Council (formerly the Anglo- 
American Council on Productivity). Few indeed 
could have performed this task more successfully 
than Mr Graham Hutton, the well-known authority 
_on economic affairs. ` 

The result of Mr Hutton’s efforts (in which he 
was aided by a panel of experts) in epitomizing the 
lessons to be drawn from the reports- nearly 
seventy of which have been published already ~ is a 
volume which everyone in this country should not 
merely read, but should study most thoroughly; 
not only because the book provides such a clear 
analysis of the conditions upon which the possibility 
of increasing output depends, but more especially 
because it stresses the fact that of all factors con- 
tributing to higher See) the most important 
are psychological or moral. Indeed the central thesis 
of this book is that ‘we too can prosper’ but only if 
we will the objective of higher productivity. The 
implication is, of course, that in the absence of the 
right attitude on the part of the nation, the intro- 
duction of new methods and the increased use of 
capital equipment, will be ineffective. 

The problem, then, is one of leadership. If the 
nation wants to improve its standard of living (and 
this means much more than the purely material 
conditions of well-being -and in any case has 
political and moral implications reaching far beyonil 
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the confines of the British Isles) then both sides of 
industry, employers and employees alike, must come 
to regard increased productivity as of paramount 
importance. In the absence of the will to increase 
productivity, this country will at the best be faced 
with a slow decline, both in material wealth and in 
influence, or at the worst may, together with a ` 
catastrophic lowering of material standards of life, 
relinquish its democratic way of life. 

So convincingly is this view set forth that the book 
must be regarded as essential reading for everyone 
who has the slightest connection CS industrial 
affairs. 
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vii + 144 pp. 8} X sẹ. 125 6d net. Sir Isaac Pitman 
Sons Ltd, London. 

ÅUDITING, by A. C. Smith, c.a. x + 240 
9 X 5$. 21s, net. Sir Isaac Pitman & Sons Ltd, London: 

Score ANNUAL Review, Coronation Year 1953, 94 pp- 
9% X 6. 5s net. Scope Books Ltd, London. 

Home AND FOREIGN INVESTMENT 1870-1913, by AK 
Cairncroas, Profeasor of Applied Economics in the 
University of Glasgow. xvi + 251 pp. ob X 64. 30s net. 

bridge University Press, London. 

Trusts AND FOUNDATIONS, compiled by Guy W. Keeling, 
B.A., edited by Thomas Landau, ALA. xi + 194 pp- 
10 X 74. £2 as net. Bowes & fie Cambridge. 
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FINANCE AND COMMERCE 


Stock-markets maintain a remarkably good tone in 
view of restricted trading due to the holiday season. 
British funds are moving forward, with special 
demand for the very long-dated nationalization 
stocks. Keen interest is also directed to take-over 
shares, while a particular feature has been a marking 
up of Canadian securities on a Treasury statement 
that free switching into other Canadian dollar, as 
well as United States, stocks can now be undertaken. 


Debenture Redemption 


Patons & Baldwins Ltd, the wool manufacturers 
whose accounts we reprint this week, has an issue of 
4 per cent first mortgage debenture stock, 1960-65, 
carrying an obligation to set aside for redemption 
purposes in addition to interest on outstanding stock, 
a sum equal to the difference between that interest 
and £165,000. This money is passed to the trustees 
for the stock either in cash or in the form of the stock 
bought in open market. 

Market conditions proved favourable, the stock 
required was bought below par, and the company 
made a profit of £3,445 on £48,448 nominal of stock 
redeemed by purchase. The profit goes to profit and 
loss account and the board have considered it prudent 
to transfer from profits an amount equal to the 
nominal value of the stock redeemed. This sum 
appears as a capital reserve in the balance sheet. 

Mr Philip A. Wright, the chairman, deals in his 
speech with the fluctuations in wool prices which 
‘represent latent risks which will always be liable to 
cause fluctuations in earnings and against which 
prudence dictates that some balance sheet reserves 
be made’, 

An appropriation of £1 million is being made to 
contingencies, of which £606,434 is looked on as 
coming from non-recurring sources and £393,566 
from trading surplus. Fifteen years ago, when the 
company was also making provision against an 
exceptional fall in wool values, we were suggesting 
that the amounts involved should be published. 
Which shows how far the published accounts of this 
~ and other public companies — have improved. 


Taxing Increased Costs 


The accounts of Concrete Ltd for the year to March 
31st last, include an exception credit of £63,098 
for ‘adjustment in respect of claims for increased 
costs’. The directors explain that their previous 
policy has been to defer taking credit for claims for 
increased costs on contracts until paid. The Inland 
Revenue, however, has refused to accept this defer- 
ment and the board has decided to bring the published 
accounts into line with those for tax requirements. 


And the ordinary shareholders have their dividend_,in the reprint of the accounts of Joshua Tetley & 


raised from 7 to ro per cent. 
These accounts accompany the directors’ thirty- 
fourth annual report but are the second issue since 


the company came before the investing public 
through a quotation for its preference shares at the 
end of 1951. The comparative figures show that the 
conversion to a public company and the obtaining of 
the Stock Exchange quotation cost £5,925. 

The company’s principal activity is the design and 
manufacture of ‘Bison’ pre-cast hollow beams which 
are fixed side by side to form a suspended reinforced 
concrete roof or floor. In the making of these hollow 
beams, an inflatable core is used which is the 
invention of the founders of the business, the 
present chairman and deputy chairman. 


Improved Accounts 

We note with appreciation the new form in which the 
accounts of International Bitumen Emulsions Ltd 
have been issued this year. It is mainly a matter of 
taking more space, altering the shape, and giving 
what the printers call ‘white’ between the balance 
sheet groups so that each group stands clear of its 
neighbours instead of being part of a crowd. But 
this improved layout and better printing means a 
great deal when reading sense into the figures. 

One item in particular may be noted. Tax equaliza- 
tion reserve (wear and tear) this time has been grouped 
with future taxation which appears under its separate 
group heading. Previously, it was in revenue reserves, 
and the transfers to the reserve were shown as 
appropriations of profit. This year, the amount to 
the reserve comes under the ‘estimated taxation on 
profits of the year’ group in the profit and loss account. 

The directors express their opinion that the 
amounts so set aside are more realistically reserves 
to meet future liabilities to taxation and have 
accordingly made the change in accounting procedure. 


Sales Figures 


The sales of the group have further expanded by 
£216,000 to a new record figure of £8,387,000, states 
Mr F. G. C. Fison in his statement as chairman of 
Burton, Son & Sanders Ltd. This, he adds, is an 
indication of the healthy and vigorous condition of 
the business. More and more companies are giving 
sales and turnover figures — and they still survive, 
thus confounding the prophets who used to foretell 
complete business collapse if any such disclosure 
should be made to competitors. 

We should like to see these prime figures in the 
context of profits and their disposal. In the books of 
the business, the sales figures are part of the revenue 
accounts and, we feel, should be brought into 
relationship with the published profits in the 
published accounts. Examples have been reprinted 
in this column. What we have in mind can be seen 


Son, the Leeds brewers, in our issue of January 
26th last year. 


The Joshua Tttley ‘trading account’ traces the 


d 
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whole position through from ‘sales of cask and 
bottled ale’ to ‘net profit after taxation’ and the 
appropriation of that profit. In the process the 
account shows excise duty, cost of materials and 
production, other income, selling, administration and 
property expenses and interest charges. Through 
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~ Money Market a 

Applications for ‘Treas bils on August rath 
totalled only £347,885,000, or nearly £22 million 
less in the previous week. The market again bid 

99 8s 2d and obtained 71 per cent of requirements. 

he average discount rate was {2 78 4°37d per cent. 
Another £270 million will again be offered this 
week. 


LIMITED AND SUBSIDIARY COMPANIES 


Consolidated Balance Sheet, May 2nd, 1953 


this account the shareholder can see right into the 
“business. 

PATONS & BALDWINS, 
Fixed Assets 


Land, Reservoirs and Bulldings .. DÉI Ss ve 
Motivo Piane Pla Plant and Machinery ee Se 


Darlin e 
he and Buildings Pm E 


Motive Plang, Plant and Machinery an ee we S : g 
Currant Assets j 
Stocktn-crade, ms cer cited. by ot caliiet the Company, ach Ge A 
Sundry Debtors Sie Bilis Receivable .. DÉI ee, ~ ee 
Less Genaral Reserve .. CS oe oe <a os oe 
Bank Balances and Cash .. ce DÉI D T Sg ge Ce 
Trade Investment at Cost .. D Ke Së ee os ae sa 


Deduct: Current Liabilities 
Bank Overdrafa and Acceptance Credits A 
` Sundry Credito en SN 
‘Current Taxation, British and Dominion” eg D 
Bonus to Employees A 
Proposed Ordinary ry Final Dividend and Bonus `. g 


Deduct: Interest of outside stockholders in capital and reserves of a Subsidiary . 


` Future Taxation: Reserve for Income Tax 1954-55 


oe oe 


Deduct: 4% First Mortgage Debenture Stock 1960/75 
Net assets attributable to Patons & Baldwins, Limited 


Represented by: 
Share Capital of Patons & Baldwins, Limited 
Cumulative Preference Stock 
AN, Cumulative Redeemable Preference Stock ` oe ` 
Ordinary Stock te on oo ae 
Ordinary Shares of £1 each va DÉI oo š 


Resarves ` ` 
Capital — Premium on Shares ne yi ae 
On redemption of Debentures | WW DÉI DÉI DÉI DÉI 


Deduct: Formation and issue expenses and brokerage on shares of a Subsidiary 31,873 


Revenue (including h ropased spproprison) 
Gonera as . ` . 
Contingencies ., ae oe oe oe D oe oe ` 
Pensions we DÉI . DÉI ei D 


Profit and Loss Account” 


For Notes see page 8.* 

Signed on behalf of the Board 
PHILIP A. WRIGHT, 
LS BULLIMORE, 


For Auditors* Report ses page 9.° 


i 


} aen 


a 


* Not reyroduced, ~ Editor, 

































































1953 me, a ~ 
£ £ £ H D - 
Cost Depreciation Net EE Net 
. 1,286,660 644,189 642,471 1,261,905 641,790 620,115 
` 2103174 1,344484 758690 21026766 1,351,171 675.595 
. 3,921,207 361,660 3,559,547 5,599,111 392,252 5,206839 
I 23171092 Deier 3459595 2497833 467958 2029875 
£11,628,133 £3,207,830 8,420,303 £1,385,615 £2,853,171 8,532,444 
£ £ £ £ 
. 12,303,625 9,910,989 
"` 2,430,588 2,256,308 
"7000 R 17,000 
2,413,588 2,239,308 
: 702,105 S47 464 
i 187.916 
15,419,318 12,885,677 
23,839,621 21,418,120 
o 1,821,838 845.123 
= ES Lë 
We 110,359 = 
S 232217 83,123 
3,772,724 3,322,776 
20,066,897 18,095,345 
e 1,083,309 1,015,286 
18,983,588 
z 715239 S 
18,268,349 17,060,059 
3 2951552 . 3,000 
` SIETA £14,080,059 
€ £ £ £ £ £ 
Authorized issued Issued 
: 1,359,447 1,359,447 1,359,447 1,259,447 
3,000,000 3,000,000 3,000,000 3,000,000 
i Zenn 2,638,029 2,630,829 2,638,829 
: (4 O 174 
£7,000,000 6,998,276 £7,000,000 6,998,278 f 
£ £ 
<. 2,482,876 2,482,876 
248448 mes 
2,531,324 2,482,876 
39.623 
2,499,451 2,443,253 
„e 2,106,242 2,000,000 
1 Sieg 2,100,000 
` “10,000 110,000 
I 502828 428.590 
5,819,070 = 4,638,530 
8,318,521 7,061,783 
a 
: £15,316,797 £14,080,059 
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‘CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Profits Tax: Director-controlled Companies: 
Repaid Loans 
Sir, — It will be remembered that Section 36 (3), 
Finance Act, 1947, was introduced with the intention 
of enabling the taxpayer to recoup profits tax paid on 
loans to members of director-controlled companies 
in the periods in which the loans are repaid. Due to 
a flaw in that subsection, it became necessary to 


bring in Section 70, Finance Act, 1948, to ensure that _ 


the intention was, in fact, carried out. 

It appears that another section will be required 
in the Finance Act, 1954, if the obvious intention of 
paragraph 2, Schedule Seven, Finance Act, 1952, 
is to be carried out in relation to loans made in 

` periods ending before January et, 1952, which are 
repaid in periods commencing on or after January 
Ist, 1952. 

- The intention is that paragraph 2 (2) should apply 
the fraction $ to ‘the tax le to the loan’ 
which is then grossed up at 20 per cent a deducted 
from the net relevant distributions in the year of 
repayment. The fraction $ is used to allow for the 
income-tax relief given for the profits tax paid on 
the original loan. 

The term ‘tax attributable to the loan’ is defined 
immediately after the proviso (c) in paragraph 2, but 
only for the purpose of the provisos which deal 
with cases where distribution charges arise or could 
arise but for the loan repayment. That definition has 
no application to the vast majority of cases where no 
question of a distribution charge arises. 

Further, that term does not appear in Section 
36 (3), Finance Act, 1947; Section 70, Finance Act, 
1948, or paragraph 2, Schedule Seven, Finance 
Act, 1952 (except in relation to distribution charge 


cases). 

It is therefore submitted that the fraction of A 
should not be applied in the normal case De, where 
no question of o distribution charge arises). 

The result will be that a loan in 1951 of £1,000 
(ignoring abatement and franked investment income) 
would have attracted profits tax at 40 per cent, Le, 
£400. Taking income-tax at ro, the net tax suffered 
is £200. 

On repaying the loan in 1952 one should gross 
£400 at 20 per cent to give {£2,000 as the reduction 
in the net relevant distributions. Additional non- 
distribution relief will be given at 20 per cent, i.e. 


£400. Yours faithfully, 
H. HUDSON, A.C.A., A.T.LI. 
Belmont, Surrey. 


[The drafting of paragraph 2 of the Seventh Schedule“ 
to the Finance Act, 1952, is certainly not happy and 
Mr Hudson puts forward an arguable case, but it i 
unlikely to succeed. It is true dat the phrase BR 


4 


originally ascribable to the loan’ occurs in so many 
words in paragraph 1 only in relation to cases where a 
distribution charge is reduced or cancelled. However, 
Section 36 (3) of the Finance Act, 1947, does speak of 
an increase in tax as a result of treating the loan as a 
distribution, which is another way of saying ‘tax 
originally ascribable to the loan’. The first part of 
paragraph 2 (1) quite obviously imports Section 
36 (3), and when paragraph 2 (2) modifies it, there is no. 
strong argument for saying that the words ‘tax 
originally ascribable to the loan’ cannot mean the 
‘increase’ referred to in Section 36 (3). If they do 
extend to that increase, then it is true that the drafts- 
man need not have inserted a specific interpretation 
of the phrase in the proviso to paragraph 2 (1), but he 
would probably be regarded as having put that in out 
of excessive caution. — Editor.] 


Accounting for Inflation 


Sir, ~ Returning from a visit to the North American 
continent, I find a lot of correspondence in your 
journal on the above subject between July 4th and 
August rst. 

As Mr Hartley correctly says (August ist issue): 

‘We must all surely accept Mr Briscoe’s [state- 
ment] that “income is what is left over after wealth 

(or capital) is maintained intact”. 

If old-established firms continue to value their 
stocks at ‘cost or market price whichever is lower’ 
in a depreciated or devalued currency, it is impossible 
for them to maintain their wealth (or capital) intact. 

Only Leo or the base stock or similar methods 
can do this, and that has long since been recognized 
by all civilized nations outside the sterling area. 

Regarding Mr Nielsen’s remarks (July 4th issue): 

“The persons concerned with accounting should 
devote their enérgies to persuading the government 
that a stable value for the £ must be made etc., 
ete,‘ 

His suggestion is just as reasonable as it would be to 

uade the Government to regulate the rainfall 
in any particular district. I am sure that the Govern- 
ment would be delighted if they were able to stabilize 
sterling (they have certainly made several unsuccess- 
ful attempts), but by now they should have discovered 
the impossibility of eo doing. The intrinsic value 
(or worth) of the paper £ must always be governed 
by supply and demand, Again ‘the general level 
of prices must remain constant’. This never has 
happened and never can. 

There are far too many theorists airing their 
opinions and not enough businessmen stating their 
experiences of this“subject; nor ‘is it generally 
realized that the people who wrote the text-books 
that the theorists study were only theorists themselves 
and never personally had any practical experience 
in money, business or devalued paper £s. 
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Unless an old-established firm has valued its 
stock today on the base stock, LIFO or some similar 
system, they will already have lost at least half of the 
umount of their capital which they have normally 
zarried in stock during the last thirty years trading. 

Nobody can blame the Crown for contending 
that all trading stocks should be valued at ‘cost or 
market price, whichever was the lower’ (on the last 
day of the firm’s accounting period) so long as The 
Institute of Chartered Accountants uphold their 
Recommendation XV. This formula was indisputably 
acceptable up to 1914, or before the depreciation of 
the £ became noticeable, but with a paper £ (twice 
devalued by Parliament), this formula should be 
amended to: 

‘Stocks to be taken at cost or market price, which- 
ever is lower during the period of these accounts, 
including the opening valuation.’ 

This amendment, whilst costing the Treasury 
nothing in loss of tax today (as the £ has remained 
comparatively stable since the present Government 
was returned to power), would nevertheless protect 


industry against future losses on stocks. 
Yours truly, 
London, EC3. J. M. JESSIMAN 


Sir, — Mr Nielsen’s letter published in your issue of 
August rst, calls for a reply if only to dispose of 
some of the weaknesses in his proposals. He has 
obviously left out of account so many factors which 
cannot be ignored that no Government is: likely to 
inflict such a damaging policy on the long-suffering 
community. 

To say that the Government could stabilize the 
price level in a country which is dependent on 
imports without interfering with business directly 
is obviously wishful thinking and does less than 
justice to the sincerity of successive Chancellors of 
the Exchequer. 

To impose taxes and restrict credit whenever 
prices rise would surely be interference with business 
on the grand scale and to suppose that control of 
purchasing power from week to week or even month 
to month would not lead to chaos in the: commercial 
sphere is to take no account of the risks attendant 
on ordering goods, which have to be manufactured 
and holding stocks of commodities for sale. 

Who is going to take the risk of buying hides, 
wool, cotton, leather or other basic materials and 
being unable to realize them when money is needed 
roduction 


How could people confidently place orders for ships, 
d ne b dings ag angry ehicleg 
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penalize many enterprising people with limited 
resources? 

Nothing is said of the time it takes to ascertain 
the general level of prices or to assess and collect 
taxes, though Mr Nielsen is presumably familiar 
with these obstacles. 

It does not seem likely that the problem can be 
solved by a policy of restriction. 

' Yours faithfully, 

Leicester. R. H. QUINEY. 


Schedule E: Expenses 

Sm, — Your correspondent (August 15th issue) has 
outlined a case that is as near the borderline as ‘it 
would be possible to get without crossing it. The 
expense of employing a chauffeuse is incurred in 
order to equip the car ‘to perform’ the duties of the 
employment whereas the cost of the petrol to put the 
car in motion is an expense incurred ‘in performing’ 
the said duties. The first expense is disallowable and 
the second allowable. f 

Some consolation for the disappointment that 
must be experienced in this case may perhaps be 
derived from the words of Mr Justice Rowlatt, who, 
when discussing the application of Rule (9) in 
Ricketts v. Colquhoun, said that the rule often created 
a position that ‘really is unreasonable’ (3 ATC, 
page 480). Yours faithfully, 

London, ECa2. E. HARMAN. 


Sır, — With reference to the letter from ‘Arturo’, in 
your issue of August 15th, there seems to be some 
misunderstanding on the part of the Inspector of 
‘Taxes as to the nature of the ‘necessary expenses’ 
which the sales representative has to incur. 

It is scarcely true to say that the traveller has to 
employ a chauffeuse or chauffeur. No traveller is 
obliged to drive himself nor does his employer insist 
that he shall do so. What he has, ex necessttate, to do 
is to make his round of his customers and if he 
chooses to drive himself that is his own personal 
choice; but it is not in the least evident that the 
terms of his employment are specifically that he shall 
visit his customers in a car driven by himself. 

It is quite reasonable to expect that a sales manager 
who is earning over £3,000 a year would normally 
expect to have a car and chauffeur to take him on his 
rounds. The fact that he has hitherto chosen to be 
his own driver was his voluntary choice and not 
ex necessitate. The change-over to a chauffeuse-driven 
car is a change from abnormal conditions to normal 
conditions. The fact that his doctor has precluded 
him from enjoying the sport of driving himself 
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taxable on her {9-a-week salary, the sales represent- 
ative will not only get no allowance from his com- 
mission in respect of this but will pay tax again on it 
as his wife’s income. 

The whole case turns on the question whether his 
employer makes it a condition that he should drive 
himself or whether he is only under the obligation 
to do his round by employing motor transport. He is 
not hired as a car-driver, but as a sales representative. 

Yours faithfully, . 
London, WCr. R. W. OSLER. 


‘Inhuman Efficiency’ 


Sir, ~ It is with some amusement that I noted the 
bewilderment of the writer of the article on ‘Inhuman 
Efficiency’ in a recent issue. I cannot help feeling 
though that he completely missed the point of all 
the gadgets and machinery he saw at Olympia. 
I go with him as far as to admit that there is some- 
thing inhuman and uncanny about a machine which 
can accomplish a process which may take a man 
hours, in a matter of seconds. 

On the other hand I disagree with his view that all 
this machinery will get his mythical Miss X. into 
a dither and curtail his own inclination to pro- 
crastination. 
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On the contrary-modern business efficiency 


methods are designed to offset man’s inability to ™ 


concentrate and his reluctance to deal with matters 


by dealing with them for him, thus enabling him to ` 


devote more time to really important matters such aa 
bowling aggregates and batting averages. 

In almost every case modern business methods 
have been designed to make life easier and often 
their inventors were inspired by their desire to 
eliminate some particularly unpleasant aspect of 
their own business life. 

All the same I too was bewildered by what I saw 
at Olympia, because J am now wondering how long 
it will be before people in offices will be rendered 
obsolete. 

Yours faithfully, 
ANTHONY FIRTH. 


[We rather feel that Mr Firth missed the point of 
our article, and has perhaps taken us a little too 
seriously: Miss X. has in fact been continuously 
helped through the years by more and better aids to 
efficiency ... and desk diaries are indeed most 
valuable things. But however much you mechanize 
there must remain somebody in the office, and the 
fewer the ‘somebodies’ mechanization leaves the 
greater will be their responsibility: they will really 
have to be efficient themselves. ~ Editor.] 


NOTES AND NOTICES 


The Institute of Chartered Accountants 
in England and Wales 


The following is a list of Associates elected to Fellow- 

ship at the Council meeting held on August 5th, 1953, 

who completed their Fellowship before August 18th, 

1953. 

Associates elected Fellows 

Corney, Charles Ewart; 1930, A.C.A; (Agar, Bates, Neal 
& Co), and (Agar, Bates, Neal, King & Co), 106 Edmund 
Street, Birmingham, 3. ` 

Darbyshire, Brian; 1947, A.C.A.; (Grace, Darbyshire & 
Todd), 19 Whiteladies’ Road, Bristol, 8. 

Edwards, Frederick Ignatius; 1941, A.C.A.; (Agar, Bates, 
Neal & Co), and (Agar, Bates, Neal, King & Co), 106 
Edmund Street, Birmingham, 3. 2 

Falkner, Alfred Clifford, s.sc.; 1928, A.C.A.; (*Price 
Waterhouse & Co), 3 Frederick’s Place, Old Jewry, 
SE? EC2; (for other towns see *Price Waterhouse 

o. 

Fisk, Robert James; 1933, A.C.A.; (James Fraser & Sons), 
31 Copthall Avenue, London, ECa. 

Fordham, William Edward (Junr.); 1936, A.C.A.; (James 
Fraser & Sons), 31 Copthall Avenue, London, EC2. 

Giles, Ronald Reese; 1948, A.C.A.; (John Cra & Co 
5 Throgmorton Avenue, "London, EC, Sep ), 

Gill, Herbert Sidney; 1930, A.C.A; 5 Royal Terrace, 
Esplanade, Weymouth. 

Kay,- Reuben; 1948, A.C.A; 41 South King Street, 
Manchester, 2. : 

King, Edmund Hugh; 1931, A.C.A.; (Agar, Bates, Neal 


T 





*placed against a firm name signifies that the firm is no 
exclusively composed of members of the Institute. 


Co), and (Agar, Bates, Neal, King & Co), 106 Edmund 
Street, Birmingham, 3. 

Neal, Peter Theodore; 1935, A.C.A.; (Agar, Bates, Neal & 
Co), and (Agar, Bates, Neal, King & Co), 106 Edmund 
Street, Birmingham, 3. 


Pyne, James Campion; 1935, A.C.A.; (Campion eee & 
treet, 


Co), and (Dunn, Carey & Co), 12 Buckingham 
Strand, London, WC2. 

Wand, Philip; 1948, A.C.A.; (Philip Wand & Co), 71 High 
Street, Southend-on-Sea, Essex, 

Wenham, Peter Gilbert; 1947, A.C.A.; (Walter Smee, 
Will & Co), 178 Charing Cross Road, London, WCz. 
Whiting, Kimmis Alfred; 1936, A.C.A.: (James E Ward & 
Son), 18 Gower Street, London, WC, and (Littlejohn, 
Wiron, McKnight & Co), 15 Cullum Street, London, 

3. 

Wotton, Morgan George; 1948, A.C.A.; (*Richard Jones 
& Co), 8 Meyrick Street, Pembroke Dock, and at Milford 
Haven; also at Carmarthen, Fishguard and Haverford- 
west, ("Pritchard & Co). 


TAXATION AND RESEARCH COMMITTEE 


The seventieth meeting of the Taxation and 

Research Committee was held at the Institute 

on Thursday, July 23rd, 1953, at 2 p.m. 
Present: Mr G. G. G. Goult (in the chair); Messrs R. P. 


Brown, J. B. Burnie, W. G. Campbell, P. F. Carpenter, 
F. Carruthers, J. Carmer, D. A. Clarke, J. Clayton, R. W. 


K 


Cox, W. G. Densem, R. B. Dixon, S. Dixon, W. P. Elliott, - 


o.p.z, A. E. English, F. J. Eves, E. S. Foden, F. M.. 


Gilliat, G. S. Hamilton, S. C. Hand, E. A. Harris, E. N. 
Macdonald, p.¥.c., J. W. G. Mitchell, R. J. Ogle, R. A. 
Palmer, T.D., A. H. Proud, P. M Rees, m.c., P.N. Roberts, 


August 22nd, 1953 


H. F. Strachan, A. G. Thomas, W. F, Tidswell, R. Walton 
and G. H. Yarnell, with an Assistant Secretary of the 
Institute and Mr K. H. Saunderson, Assistant to the 
Taxation and Research Committee, R 


Reports of Standing Sub-Committees 
Reports from the following standing sub-committees 
were received: 
General Advisory Sub-Committee (including pro- 
gress reports by three drafting sub-committees). 
Management Accounting Sub-Committee (includ- 
ing progress reports by two drafting sub- 
committees). 
Taxation Sub-Committee. 


Ad hoc Sub-Committees 


“Progress reports were received from three special 
sub-committees. 
Next Meeting 


The next meeting was fixed for Thursday, September 
r7th, 1953, at 2 p.m. 


Personal 


Messrs Harrison, West, Lepsam & Co, Chartered 
Accountants, of 33 Waterloo Street, Birmingham, and 
at London, announce that they have admitted into 
partnership Mr LESLIE MATTHEW WILDBORE, A.C.A., 
and Mr WILFRED LAURENCE RICHARDSON, A.C.A., 
both of whom were articled to the firm and have 
been connected with it for a number of years. The 
style of the firm will remain unchanged. 

Mr B. P. HEGARTY, A.C.A., deeply regrets to 
announce the sudden death of his partner, Mr 
Frank JOHN WHEELER, F.C.A., which occurred on 
August 12th. The practice will be continued as 
hitherto under the style of F. J. WHEELER, Chartered 
Accountants, at Bevois House, 27-30 Basinghall 
Street, London, EC2. 


The late Mr H. Crewdson Howard, F.C.A. 


The following memoir of the late Mr H. Crewdson 
Howard, whose death was reported in our issue of 
August 8th, 1953, has been forwarded by a friend: 


Henry Crewdson Howard was born on September 
3rd, 1868, of Quaker stock, the third son of the late 
Joseph Howard who was for 20 years Conservative 
Member of Parliament for Tottenham, from 1885 to 
1905. He was educated at Haileybury College, and 
then served his articles with Wenham, Angus & Com- 
pany, and after passing the final examination in 
December, 1892, was admitted an Associate of the 
Institute in 1893. Shortly afterwards he was invited by 
Ernest Crewdson of Manchester to join him in partner- 
ship in the firm which the latter was then starting in 
London which was therefore named Crewdson, Youatt 
Sc Howard. He became a Fellow of the Institute in 
1699. ` 
_ He was invited to join the Council of the Institute 
in 1924 and served on many committees, acting as 
Chairman of the General Purposes Committee for 
many years. In the 19308 he was asked whether he 
would allow himself to be nominated for the Vice- 
Presidency with the intention that after a year in that 
office he should become President, but he did not feel 


THE ACCOUNTANT 


237 


able to undertake the arduous round of public speaking 
which this would have involved. 

In January, 1947, when the then Vice-President 
was required to take over the Presidency on the death 
of the late Mr Furnival Jones during his year of office, 
Howard was appointed Vice-President for the remain- 
der of the year, and he fulfilled the duties of that office 
to the admiration of all. He retired from the Council 
at the end of 1952 after 28 years’ service, but continued 
in practice at the office of his firm, Pannell, Crewdson 
& Hardy, regularly attending about three days a week, 
and thus completed 60 years of active professional 
life before he died. 

He was s member of the livery of the Worshipful 
Company of Clockmakers, but only joined compara- 
tively late in life. 

He was a keen golfer, and a member of the 
Chislehurst Golf Club for a great many years. He 
was elected captain in 1926. Latterly he served as 
chairman of the Board of Directors of Camden Place 
Limited, the company which owns the Golf Club 
premises, and devoted many hours of thought and 
work as the leading spirit in the. reconstruction of 
the historic club-house after bomb damage. 

For nearly 30 years he was on the committee of 
the Bromley Hospital, Kent, and from 1943 onwards, 
as chairman, he piloted the hospital through a period 
of considerable expansion in the years prior to the 
National Health Service Act. When the Act came 
into force on July 8th, 1948, it was a source of 
great pleasure to him that notwithstanding his age he 
was asked to serve on the Bromley Group Hospital 
Management Committee, of which he became Vice- 
Chairman and of whose Finance Committee he was 
Chairman. He had been acting as treasurer of the 
Kent County Branch of the British Red Cross Society 
for more than fifteen years and also of the joint com- 
mittee of the Red Cross and Order of St John in that 
area. His long service was recognized by both bodies 
and he also received the Coronation Medal for this work. 

For nearly twenty years he had been the active 
chairman of council of the Crown & Manor Boys’ 
Club, Hoxton, where his keen insight into and wide 
sympathies with boys enabled him to do invaluable 
work. 

He always took a lively interest in the fortunes of his 
old school, and as a founder member of the Old 
Haileyburian Society, he was an active supporter of it 
during the whole of his life. 

His record of voluntary work shows that he had a 
fine sense of public duty, and in carrying out such 
work he was as meticulous and efficient as he was in 
regard to professional matters. Much of his service 
on the Council of the Institute was done behind the 
scenes on committees and sub-committees, and only 
comparatively few people know how much the Institute 
owes to his untiring and unobtrusive work. Those of 
his colleagues who were privileged to be closely 
associated with him greatly esteemed his ability, 
enthusiasm and efficiency, and they held him in real 
affection because of his fine character and his charm. 
He will be greatly missed by a multitude of friends. 

Crewdson Howard married in April, 1903, Annie 
Curling Sprague, and thus celebrated his Golden 
Wedding this year. She survives him, together with a 
son, Mr Joseph Crewdson Howard, F.C.A., who is 
a partner in the firm, and two daughters. e 

RB. 
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Union of Chartered Accountant Students’ 
Eh Societies 
It bas been announced by the Union of Chartered 
Accountant Students’ Societies that essays may now 
be submitted for the 1953 Essay Competition on 
one of the following subjects: 

(1) Discuss whether, normally, the period of National 
Service should precede or follow occupational training 
such as accountancy articles. i 

(2) Assuming that there is no accepted definition of 
the word ‘profession’, explain how you, personally, 
would decide a claim that a given occupation could 
properly be called ‘a profession.’ 

The competition is open to all members of students’ 
societies which are members of the Union and essays 
should be sent in to the Secretary of the competitor’s 
students’ society from whom copies of the rules 
governing the competition can be obtained; the closing 
date for submission of entries is September 3oth, 


1953. 

Prizes of £10 tor, £5 5s, and £2 2s are offered, 
with a special prize of Ze ss for the best essay from a 
student who had not passed the Intermediate 
examination before February 1sth, 1953. 


Chartered Accountants’ Hockey Club 
Bank op ENGLAND WIN BY e GOALS TO 1 


The Bank of England played the steadier game in 
the melting heat of Wednesday evening, August 
12th, to win their first game against the Chartered 
Accountants’ Hockey Club. 

Although the chartered accountants spent a large 
part of the game in their opponents’ ‘25’, they did not 
settle down until the second half when B. G. 
Henderson and P. Gaastra made some determined 
attacks; but the Bank goalkeeper’s timing in rushing 
the attack was faultless. 

E. C. Harris scored the sole goal for the Institute XI 
in the first half. 

The side representing the chartered accountants 
was: i 

J. S. Kinross (Guildford), J. F. Staddon (Epsom), P. C. Kay 
(Hampstead), A. R. Tunnicliffe (Surbiton), R. P. De C Du 
Mee (West Essex), W. L. Rowland (Purley), E. C. Harris 
(Blue Harts H.C.), B. CG. Henderson (Burgess Hill), 


C. O. Merriman, (captain), (Reigate), P. Gaastra (Reigate), 
E. H. Head (Burgess Hill). 


A return match is to be played on Wednesday,’ 


September gth, at 6.30 p.m. and club members will 
be welcomed at the Bank of England Sports Club 
Ground, Priory Lane, Roehampton. 


Taxation Lectures 


It is proposed to hold two courses, each of seven 
lectures, on taxation law and practice, at the Kings- 
way Hall, London, in September. 

The first course will be held on Wednesdays, 
commencing on September 16th, and is planned for. 


advanced students and practitioners. The lecturer 


will be Mr Percy F. Hughes, ¥.C.1.3., A.8.A.A.,| 
assistant editor of Taxation. The second course, fon 


\ 
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intermediate students, will be held on Thursdays, 
commencing September 17th. 

All lectures will begin at 6.15 p.m. and will be of 
1} hours’ duration. The fee for each course is {1 15, 
and applications for admission cards should be sent 
to Mr Ernest T. Green, F.c.c.s., Kingsway Hall, 
Kingsway, London, WCz.- Further details of the 
courses will be published in a future issue. 


TWENTY-FIVE YEARS AGO 
From Whe Accountant or AUGUST 25TH, 1928 
Extract from a letter to the Editor. 
Accountants and the Public 
Sir,—Apropos of certain remarks which were 


passed at the last Annual Meeting of the Institute I, ... 


like many others, was then of opinion that there could 
be little, if any, confusion between a member of the 
Institute and an unqualified accountant, but my 
views have been altered by two matters which have 
occurred in the past week in this office. ° 

In the first case I was told that Mr. X., of the firm 
of X.Y. & Co., was the Chartered Accountant who 


. audited a certain balance sheet, and on my telling the 


proprietor of the business that Mr. X. did not appear 
in the Institute list, I was told that he certainly was 
a Chartered Accountant. The eventual explanation 
was that two of the partners in X.Y. & Co. were 
Chartered Accountants and that “X.” had neither 
the Institute nor Society qualifications. . . . 

May I respectfully suggest that publicity of the 
“constant dripping water” type would he more 


‘effective than an article in The Times for removing 


doubts as to the real meaning of the mystic letters 
following a name and for educating the public as to 
the value of the Institute and Society qualifications. 


SEVENTY-FIVE YEARS AGO 
From Ehe Accountant or AUGUST 24TH, 1878 
To the Editor of the Accountant, 

Charter of Incorporation 


— 


Dm, — With reference to the question of a proposed ` 


application for a Charter of Incorporation for the 


H 


Accountants of England, I am glad to observe that the’ `- 


Royal Commission on the Stock Exchange, in their ~ 


report just issued, recommend as a remedy for the 
evils which exist in its constitution as a merely 
voluntary association, subject to no external control 
whatever, that it should be created a corporate body, 
either by Royal Charter or by Act of Parliament, and 
proceed to state that protection would thus be afforded. 
not only to the public but to members of the Stock 
Exchange themselves against sudden and ill-advised 
changes at the instance of a numerical majority of the 
members for the time being, and that in other respects 
incorporation would seem to offer considerable facili- 
ties and advantages to the institution and would lessen 


the personal responsibility of the members of the . 


governing body. 
Yours, &c., 
16th August, 1878. X. 
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Searle, J., Seven Kings; Tiner, K. I., Guildford. Wallace, J., Wishaw. 


Shute, E Abbey Wood, London. . Hounsl Waller, A. L. Croydon. 
Smith, J. F., Rowlands Gil, Durham. Kees Seen Se? Ward, E., Bolton, 4, 
Stamp, K. É., Stourport. BRE). Whe eer ord, Kent. Wareing, W., Warrington, Lancs. 

Stubbs, D. EN Croydon. Walker, W. J., Queensferry. Wordie, J. C., Peterhead, 


* Donald L. Moran Prixe GE and Distribution) 
328 candidates sat. Of these, 78 candidates passed and 250 candidates failed. 
PART B (COMPLETING FINAL) 
Armitage, E. Si meyer SCH pidge, EE Grant, A., Aberdeen, Nelms, V. A., New Addington. 


Atherton, A. H Greaves, Kenneth, Bilston. 
Oakes, L., Horden. 3 
Back, D, S», Wandsworth, London. Heath, M. A., Glasgow. O’Brien, D., Gorton, Manchester. +-+) ` 
Barron, F., 'Hartlepoo Hindle, A., 
Bartlett, P. M., Ge Holden, E. Si Ko Phelan, A., Hull. 
Bates, C., Wrexham. Hudson, G. L:, Neasden, London. 
Bennington, P., Ps Cleethorpes. Hurley, H. A., Bristol. e M P., Bexley Heath, we 
Bingham, J., Gourock, Re ., Newcastle upon Tyne. g 
- Carter, A. E., Abi Ives, T. A. W., Norwich. Seams, ve F „Gh clms fo rd. 

tepney, S. oodford, Essex. b 

Clatworthy, Ë. J» borne ackson, J. «Thorton, Blackpool. Stocker, L, R., Birmingham : A 
, Janes ewport, Stringer, J. J., Woodford, London. 
Davidson, j. S., Kenton. Sutcliffe > Burnley. 
Dempster, C. J., Merton Park, London. Keyworth, A. G., Sheffield. , 
Torrens, W., Paisl 
Edgar, G. C., Willesden, London, Lavender, A. T, C., Dudley. T 
Edwards, S., Tipton. Lawrence, D. E., Redditch. i Walker, E. H., Sutton Coldfield. 
Evans, M. G., Bilston. Lee, A., Accrington Walpole, E., "Thornbury, Yorks, 
Lorriman, G. A., Rugby. Webb, B. R., Battersea, London. 

Garnett, D., Northallerton. ittaker, N, S., Blackrock, Eire. 
Geoghegan, Nei J., Prestwich, Manchester. McCall, W. J. C., Brierley Hill. olfe, A. E. T., "Tooting, London. 
Gerran, L. D., Windsor, Miller, R. G., Waltham Abbey, 
Gledhill, A. éi Oldham. Morrison, H. T, Linlithgow. York, R. G., Plymouth. 


84 candidates sat, Of these, 55 candidates passed and 29 candidates failed, 
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THE C.P.A. HANDBOOK 


HE second volume of the certified public accountants’ 

handbook, just issued in America, has the same monumental 

characteristics as the first volume, which appeared earlier 
this year. Together, the two form a comprehensive guide to the 
subject of professional accounting on a scale which has seldom 
been attempted before 3 

The plan of the complete work, despite the immense amount 
of ground it covers, is simple. The opening chapter gives the 
historical background of the profession and states clearly and 
concisely its aims. The next five chapters (two to six) review in 
detail the problems of principle which confront the accountant 
setting up in practice. Then follow a further six chapters (seven 
to twelve) on the practical aspects of running an office. Chapters 
thirteen to twenty consider auditing procedures and techniques, 
and chapters twenty-one to twenty-five cover the variety of 
services which the accountant can offer to his clients in other and 
more specialized fields, such as taxation and the installation of 
costing and accounting systems. The last two chapters (twenty-six 
and twenty-seven) are assessments of the respective duties of 
junior and senior assistants. 

The second volume takes up the theme at chapter fourteen, 
which deals with the planning and control of audit procedures. 
Many practitioners, with audit programmes ‘tattered and torn and 
all forlorn’, will regard with wonder the comprehensiveness of the 
specimen ‘checklist’~ given as an appendix — from which one 
medium-sized firm prepares its audit programmes. A feature of this 
particular example is that it recommends that the budgeted time 
for each individual operation should be stated and the time 
actually taken noted alongside. Comparisons of the two are helpful 
in allocating and controlling both work and staff, in promoting 
efficiency in assistants and in drawing the partners’ or managers’ 
attention to matters requiring further consideration. Another 
interesting point stressed in this chapter is that clients should be 
educated and encouraged to give as much help as possible to the 
auditor by ensuring that their records are in good order and by the 
production of fully informative schedules and reconciliations. The 
question of audit working papers generally, is considered in the 
next chapter and extensive reference to these ‘working tools’ of 
the practising accountant’s equipment is also made in the later 
chapter on the duties of a junior accountant. As the task of prepar- 
ing many of the audit schedules usually devolves on the junior 
members of the staff, it is of prime importance that they should 


1C.P.A. Handbook, Volumes I and II. Edited by Robert L. Kane, junr, 





- American Institute of Accountants, New York. $27 complete. 


An article on Volume I appears in The Accountant of February 21st, 1953, 
at page 199. 
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receive proper ‘instruction in this aspect of their 
work at the outset of their training. 

Chapter sixteen deals with a question which is 
often very difficult for the auditor to answer 
satisfactorily — the amount of reliance which may 
be placed on a client’s system of internal control. 
"To help him in his appraisal, the report on internal 
control — with some excellent organization charts 
as a supplement — prepared by the Committee on 
Auditing Procedures of the American Institute 
of Accountants has been reproduced in full as an 
appendix to the text, as have also a number of 


specimen questionnaires. While these last docu- ~ 


ments have a specific application to particular 
types of businesses, they nevertheless give the 
auditor a clear indication of both the strength 
and weakness in a client’s system of internal 
control. 

During the past fourteen years, the American 
Institute of Accountants has issued forty-two 
research bulletins, eight on the terminology of 
the profession and thirty-four on such subjects 
as stock valuation, depreciation, taxation, reserves 
and intangible assets. These publications are 
analogous to the series of recommendations made 
from time to time in this country by the Council of 
The Institute of Chartered Accountants in Eng- 
land and Wales. The thirty-four bulletins dealing 
with accounting principles have recently been 
restated and reissued in booklet form1— the 
eight on terminology will shortly, similarly, be 
replaced — and it is recommended by the editors 
of the handbook that this revised and collected 
version should be inserted ás an appendix to 
chapter seventeen. This reinforcement makes this 
particular chapter — which is entitled ‘Accounting 
principles and their application’-—the most 
formidable of the entire work as it already has 
another appendix crystallizing the views of the 
American Accounting Association on similar 
problems. 

The two succeeding chapters -on financial 
statement presentation and report writing ~ are 
cautionary and full of sound sense. Both exercises 
require a combination of mathematical and literary 
talents, the former being perhaps more necessary 
for the financial statement and the literary ability 
being at least of equal importance in the produc- 


1 Restatement and Revision of Accounting Research Bulletins. 
American Institute of Accountants, New York. $3 cloth 
bound; $2 paper bound. 
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tion of a good report. It will be generally admittedggy 
that the average accountant is more at ease 
drafting balance sheets than writing about them. 
The appendices giving extracts from the report 
manuals of two large firms admirably supplement 
the text of the second of these chapters. Once, 
therefore, he has mastered. the precépts they - 
contain, the practitioner, when next he has to 
forsake figures for the less familiar medium of 
prose composition, should be much better able to 
visualize the essentials of form, style and contents 
of even the most hypothetical report. e 
The rest of this volume of the handbook is ^, 
devoted to particular, rather than to general, _, 
aspects of professional practice. Chapter twenty _ 
covers problems peculiar to special types of 
businesses and the next five are concerned 
respectively with tax practice, the development 
of accounting systems, cost accounting and 
control, special investigations and, lastly, the 
accountant as a business consultant. It was 
originally intended to include the two final 
chapters on the duties of junior and senior 
accountants within the covers of this volume but, 
owing to the amount of other material, these have 
been published separately as a eupplkemen 8" _ 
All that remains now to round off this great 
undertaking is the promised index. It was said 
by Gipson that finishing his famous history was: 
like taking an everlasting leave of an old and 
agreeable companion. The editor and authors of 
the CDA Handbook — whose services, it should 
perhaps be repeated, are voluntary and unpaid ~ 
may feel much the same emotion, although the 
analogy, on reflection, is by no means exact. The 
handbook is not a historical record of decline 
and fall, but a manual of the current practices of 
a great and growing profession and, as such, has 
no finality. Current practices, although always ` 
true to the eternal verities, are continually 
changing in techniques, and it looks, therefore, 
as if the labour of the compilers and their succes- 
sors in keeping the various sections up to date will 
be perpetual. The loose-leaf format of the volumes 
suggests that such is the intention and, if the 
eventual restatements and revisions are of the 
same inspiring quality as the originals, then ~- 
the thanks of accountants everywhere will, in 
equal measure, be constantly renewed. 





3 Duties of Funior and Senior Accountants, American 
Institute of Accountants, New York. $3. i 
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NEW ZEALAND COMPANIES BILL 


REAT BRITAIN is not the only country 
Ñ to overhaul her company law in recent 

years. South Africa has passed several 
amending laws, and the report is awaited of a 
committee on company law reform which was 
set up by the Irish Republican Government early 
in IgsI. 

There is now before the New Zealand Parlia- 
ment the 469-clause Companies Bill which is a 
consolidating bill amending that country’s Com- 
panies Act of 1933. The Bill follows the appoint- 
ment in 1950 of a committee to advise the 
Government there on company law revision, and 
it is modelled on Great Britain’s Companies 
Act of 1948, with slight variations to meet local 
conditions. This gives the advantage of being 
able to apply this country’s case law to most of 
the problems arising in New Zealand. 

The accounting provisions of the Bill are 
naturally of most interest to the majority of our 
readers. Clause 151, dealing with the keeping of 
books of account, differs slightly from Section 
147 (1) of the 1948 Act. The latter provides as 
follows: 

‘147 - (1) Every company shall cause to be kept 
proper books of account with respect to: - 

(a) all sums of money received and expended by 
the company and the matters in respect of 
‘which the receipt and expenditure-takes place; 

V all sales and purchases of goods by the company; 

c) the assets and liabilities of the company.’ 

Section 147 (2) requires the books to give a 
true and fair view of the state of the company’s 
affairs and to explain its transactions. Clause 
151 of the New Zealand Bill provides: 

“151 — (x) Every company shall cause to be kept 

. proper books of account in which shall be kept 

full, true and complete accounts of the affairs and 
transactions of the company.’ 

The phrase ‘true and fair view’ does not 
appear in this clause but appears in Clause 153, 
which corresponds to Section 149 of this 
country’s Act (general provisions as to contents 
and form of accounts). 

Like Section 148 of the 1948 Act, Clause 152 
of the New Zealand Bill requires the annual 
accounts to be made up to a date not earlier than 
nine months before the general meeting to which 
they are submitted. Unlike Section 148, however, 


Clause 152 contains no provision for extension of 
this period where the company carries on busi- 
ness or has interests abroad. The requirement in 
Section 158 to send copies of accounts to deben- 
ture-holders is omitted from the New Zealand Bill. 

The Bill also has its terrifying Eighth Schedule, 
which, while containing the substance of the one 
in this country, adopts a different order of 
presentation. It is open to modification by Order 
in Council and also, in particular cases, by the 
Minister of Justice. 

Clause 163 (appointment of auditors) closely 
follows its British counterpart (Section 159) 
except that it contains a separate sub-clause 
dealing with firms of accountants, as follows: 

‘163 — (2) The appointment of a partnership by 
the firm to be the auditors of a company shall be 
deemed to be the appointment of all the persons 
who are partners in the firm at the time of the 
appointment.’ 

Clause 165, dealing with the qualification of 
auditors, has the following sub-clause: 

‘165~—(4) No person shall be qualified for 
appointment as auditor of a company unless he is a 
member of the New Zealand Society of Account- 
ants, or a member, fellow, or associate of an 
association of accountants constituted in some part 
of the Commonwealth outside New Zealand, and 
for the time being approved for the purpose of 
the audit of company accounts by the Minister by 
notice published in the Gazette: 

‘Provided that nothing in this subsection shall 
disqualify any person appointed as auditor of a 
company before the first day of April, nineteen 
hundred and thirty-four, from acting as auditor of 
that company, or from being at any time and from 
time to time reappointed as auditor thereof.’ 

The Minister in question is the Minister of 
Justice. 

Presumably Clause 163 (2), reproduced above, 
is subject to the overriding necessity for an 
individual to be a qualified accountant within 
Clause 165 (4). 

Clause 166 (3) gives the auditor the right of 
access to the ‘books and papers’ of the company, 
whereas in Great Britain the right of access is to 
the ‘books and accounts and vouchers’ (Section 
162 (3)). It is perhaps doubtful whether the latter 
expression extends to documents of title, such 
as the title deeds of property. 


THE ACCOUNTANT 


August 29th, 1953 


THE FINANCE ACT, 1953—IV 


Section 20: What Constitutes a Group 


HE Millard Tucker recommendation 
giving rise to Section 20 speaks of pay- 
ments between companies in the same 
‘group’. The word group does not occur in the 
Section but a subvention payment does not 
qualify for Section 20 treatment unless the 
paying and receiving companies are ‘associated’ 
within the meaning of the section for the purposes 
of that payment (Section 20 (1)). That is, one com- 
pany must be a subsidiary of the other or both 
must be subsidiaries of a third company (Section 
20 (10)). In addition, this state of affairs must have 
continued throughout the period from the 
beginning of the recipient company’s accounting 
period in which the relevant deficit occurred, to 
the date on which the payment is actually made. 
‘Subsidiary’ has the meaning assigned to it by 
Section 42 of the Finance Act, 1938, i.e. the 
subsidiary must be a subsidiary in the profits tax 
sense, which means, broadly speaking, a 75 per 
cent subsidiary. A subsidiary for the purposes 
of the Companies Act, 1948, which requires in 
general only a 51 per cent holding, is not neces- 
sarily a subsidiary for Section 20 purposes (see 
Lamb Brothers (Humber Sales) Ltd v. C.LR. 
([1949] 28 A.T.C. 187)). Incidentally, the Millard 
Tucker Report recommended that the new 
provision should apply only to go per cent 
subsidiaries. This- was the percentage adopted 
for excess profits tax purposes. However, it is 
clearly more convenient to have the same test for 
income-tax, profits tax and excess profits levy. 


Section 20 (1) (6): Accounting Period 
The expression ‘accounting period’ in Section 20 
is not defined but is presumably intended to mean 
any period for which accounts are made up and 
submitted to the Inland Revenue. However, it is 
clear that for the purposes of Section 20 (2) of 
the Finance Act, 1937, dealing with profits tax, 
a period for which accounts are made up is not 
necessarily an ‘accounting period’. Moreover, 
Section 35 (4) (b) of the Finance Act, 1953, 
provides that Part III of that Act (which in- 
cludes Section 20) is to be construed, as far as 
it relates to profits tax, as one with Part III of 


the Finance Act, 1937 (which includes Section 
20 (2) of that Act). Nevertheless, a period of 
accounts will normally be an accounting period 
for the purpose of the new provisions. 


Section 20 (6): Corresponding Period 


Having fixed the accounting period of the’ 


recipient company, it remains to determine the 


‘corresponding period’ of the paying company. ` 


Where the paying company has an accounting 
period coinciding with that of the recipient 
company, that is the corresponding period 
(Section 20 (6) (a)). This should be the normal 
case, fot Section 153 (1) of the Companies Act, 
1948, provides as follows: 

‘153-(1) A holding company’s directors shall 
secure that except where in their opinion there are 
good reasons against it, the financial year of each 
of its subsidiaries shall coincide with the company’s 
own financial year.’ 


In other cases the Inland Revenue determines 
the corresponding period and there is no appeal 
from their decision. The corresponding period 
must be of the same length as the accounting 
period to which it corresponds — another case of 
an Act of Parliament trying to achieve the 


‘impossible, for the paying company may not 


be in existence so long. 

A complication which has been foreseen is the 
case of a paying company making subvention 
payments to two or more companies at once, 
the payee companies having accounting periods 
of different lengths. This is dealt with by Section 
20 (3) which will be considered below under the 


heading ‘Restriction on Amounts of Subvention’ 


Payments’. 


Section 20 (2): Conditions to be Satisfied 
by Subvention Payment 
To be within Section 20 the payment. by one 
associated company to another must satisfy the 
following conditions: , 


"na 


H 


(a) it is made under an agreement providing - 


for the paying company to bear or share in 
losses or a particular loss of the payee 
company; 
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(b) it does not otherwise fall to be taken into ` 


account in computing the profit or loss of 
either company; 


(c) the payee company would not otherwise 
have to bear tax on it, by deduction or in 
any other way; and 


(d) it is made before the end of the tax-year 
following the tax-year in which the payee 
company’s accounting period in question 
ended. 


Section 20 (3): Restriction on Amounts of 

Subvention Payments 
Subvention payments qualifying for Section 20 
treatment are not only restricted as indicated 
above; they are also restricted in amount. If a 
company receives a payment which satisfies the 
section in other respects but which exceeds the 
total deficit in question, the excess is disregarded 
for Section 20 purposes (Section 20 (3)). The 
same applies to the aggregate of several payments 
received by the payee company from one or more 
associated companies in respect of the same 
deficit. Each payment is then abated as necessary 
as all the companies shall agree. In default 
of agreement the Inland Revenue decides the 
individual abatements. 

In the same way, a subvention payment which 
exceeds the paying company’s surplus for its 
corresponding period is reduced, for Section 20 
purposes, by the amount of the excess. Now the 
company may make several payments to different 
associated companies, and if its corresponding 
period is the same for all those payments, they 
are aggregated and compared with the surplus for 
that corresponding period. Where the correspond- 
ing period is not the same, as, for example, when 
the payments are made in respect of accounting 
periods of varying lengths, the proviso to. Section 
20 (3) makes special provision to ensure that the 
limit is realistically applied. It provides that 
where the corresponding periods overlap, no 
matter how slightly, they are to be aggregated 
into one omnibus corresponding period, so that 
the aggregate payments are compared with the 
surplus of that period. 


Example: 

A. B, C, D. and E. are associated companies and A. 
makes subvention payments to the other four in the 
amounts shown below, in respect of the accounting period 
shown. No payment exceeds the respective deficit. 
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£ 
B., six months to December 31st, 1953 1,000 
C., five months to December 31st, 1953 500 
D., twelve months to March 31st, 1954 700 
E., fourteen months to May 31st, 1954 Boo 
£3,000 


= 


Under the normal rule, since the above periods 
are of differing lengths, A. would have four 
different corresponding periods for the purpose 
of restricting each payment to the corresponding 
surplus. Under the proviso to Section 20 (3) the 
corresponding periods are to be amalgamated if 
they overlap. Assume that the Inland Revenue 
had, in each of the four cases, fixed a correspond- 
ing period which coincided with the payee com- 
pany’s accounting period, it is clear that the one in 
case E. would include the other three and the 
corresponding period for all four would be the 
fourteen months to May 31st, 1954. If the £3,000 
exceeded A.’s surplus for that fourteen months, 
then each of the four subvention payments would 
abate accordingly. The amount of each individual 
abatement would be fixed by the agreement of 
all five companies. In default of agreement the 
Inland Revenue would decide. 

The rules for computing the amount of a 
deficit or surplus (Section 20 (5)) will be dealt 
with in the next article. 


Section 20 (4): Apportionment of a Single 
Subvention Payment 

Just as several subvention payments may be 
ageregated, so may a single subvention payment 
be apportioned. It may have been made in 
respect of deficits incurred by the same company 
in two or more accounting periods. One of them 
may already be out of date for Section 20 treat- 
ment (Section 20 (2) proviso). Even if both 
periods are in date, it is necessary to apportion 
the payment for the purpose of deciding the 
amount to be credited in each period and of 
applying the maxima imposed by Section 20 (3). 
Section 20 (4) directs that the apportionment is 
to be such as appears to the Commissioners 
concerned (General or Special) to be ‘just’. 

The subsection applies similarly where the 
payment is made in respect of two different 
trades carried on by the payee company. 


(To be continued.) 
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PENSIONS AND ALLOWANCES 


NE of the most striking features of the 
(ko century is the great increase in 

the expectation of life which has come 
about during the last fifty or so years. In 1gor, 
the expectation of life of a male child was 46 years; 
it is now 67 years. For females, the corresponding 
figures are 50 and 72. This is progress in the 
best sense of the term but it has brought with it 
some very difficult economic and financial 
problems. 

The increase in the expectation of life, coupled 
with a birth-rate much lower than that of half a 
century ago, has resulted in a steadily growing 
proportion of old people in the community. 
Moreover, this proportion is likely to continue 
to grow. One obvious result of this trend is that 
a stable or even declining number of producers 
will have to support a steadily rising number of 
retired people. Even if there were to be a sub- 
stantial increase in the birth-rate ~ large enough 
that is to alter appreciably the proportion of 
elderly people — the burden of dependants would 
grow at an even faster rate for nearly a generation. 

The coming into force of the various pension 
schemes connected with the Acts of 1945 and 
1948 and their subsequent amendments have 
laid substantial burdens on the State by way of 
family allowances and retirement pensions. These 
burdens will continue to grow and this point is 
emphasized in the annual report of the Ministry 
of National Insurance issued in the middle of 
July. 

In 1951-52 the income and expenditure 
account of the National Insurance Funds showed. 
a surplus of £98 million, mainly accounted for 
by an Exchequer grant and interest on invest- 
ments. Contributions just about equalled benefits 
paid plus the cost of administration. 

For the financial year ending March 31st next, 
the surplus is estimated at {22 million. This 
substantial decline in the amount of the surplus 
. is due partly to the increased benefits both for 
family allowances and retirement pensions granted 
as part of the 1952 Budget proposals. Even if 
there are no further increases in the scales of 
benefit, the surplus will have disappeared next 





1 Cmd. 8882, H.M.5.O. 3s 6d. SeeeThe Accountant, dated 
July 25th, 1953. 


year and thereafter there will be a steadily rising 
annual deficit which will have to be made good 
out of general taxation. 

Thus, the deficit expected next year is of the 
order of £18 million, that for 1957-58 £103 
million. Ten years later it will have reached a 
figure of {£275 million, and by 1977-78 the 
estimated deficit is {420 million. At present 
there are 6°75 million persons of pensionable 
age; five years hence the number will have risen 
to 7-4: million, and twenty-five years from now 
it will be gz million. Accompanying this in- 
creased cost of pensions and allowances will be 
higher costs of the other social services, education 
and health in particular. 

It may be asked why it is that these deficits 
will arise. The answer is that the scheme is not 
fully contributory; nor was it ever intended that 
it should be. But the growing volume of pay- 
ments means that current revenues are being 
used to meet them more and more, and this 
reduces (and must still further reduce) thc-funds 
invested at compound interest. Then there is 
the rising proportion of pensioners; at the moment 
there is one retirement pensioner to six’ con- 
tributors; a quarter of a century hence there 
will be one pensioner to three contributors. 

The question naturally arises of the ability of 
this country to meet these additional burdens. 
It is hard to believe that taxation can be sub- 
stantially increased above its 1952 level — at 
least during peace-time. Increased productivity 
could provide the resources. Between 1901 and 
1951 output per head doubled—but it will 
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need a faster rate of increase than this to cope ` 


with all the increased social benefits likely to be 
paid out in the future. 

A higher retirement age is another possible 
solution, and the longer expectation of life 
surely makes this worthy of consideration. For 
the most part, a man’ of 60 today is more capable 
of giving a good day’s service than was his father 
at the age of 55. The individual owes much to the 
State by way of social benefits; it is not too much 
to expect that he should help to earn these 
benefits by working longer. And, for its part, 
industry must be more willing to employ people 
who have passed the present retiring age. 
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THE PROVINCIAL ACCOUNTANT —I 


AS FINANCIAL ADVISER 
by JOHN UNETT, A.C.A. 


O deliver typed accounts to a client, deal 

with the tax assessment, then forget about 

the whole thing until next year, as many 
accountants do, may be to miss an opportunity 
of expanding the practice by giving what is 
described in other spheres of business as ‘after- 
service’. 

Unfortunately, the accountant seldom realizes 
just how ignorant his client is. It does not occur 
to him that by simply studying the books and 
putting the figures together year by year he has 
probably learned more about the inside working 
of the business than the proprietor. 

Yet he will be.the first to agree that the pro- 
prietor does not make full use of the accounts. 
Instead of treating them as the beginning of 
something, he treats them as the end. The typed 
balance sheet for him, marks the close of a period 
-not a way to look at his business from a new 
angle. 

Needless to say, some business men with that 
point of view will never change. They are in a 
small way precisely because they are small 
people. But here and there the accountant will 
have a client who is different and it is with that 
client — or those clients, for there will be several — 
that he could prove himself far more valuable 
than merely a stepping-stone between taxpayer 
and tax-collector. 

How then can this idea be developed? How 
should it be approached? 

To give advice to a client in the form of an 
analysis of past results in a formal report is the 
worst way. The small man must be led- con- 
ducted through his accounts — shown, for ex- 
“ample, how it is that one section of his business 
has become more of a burden each year until it 
is now being carried by the others. He must be 
shown why his wages in one department are too 
high; why he should economize here so that he 
can expand there. 

“That is all very well,’ I can hear some account- 
ant say. ‘But they would never pay for that kind 
of work. They would not make it worth while.’ 

Yet there is no reason why the fee should not 
be based on results. It might, for example, be a 
percentage of the increase in net profit, or an 
agreed fee payable when the result of the advice 
is reflected in subsequent profits. The actual 


arrangement must vary with the value of the 
advice given, but there is no reason why it should 
not be related to the result. 

From the tradesman’s point of view there are 
many advantages in this kind of service offered 
by a man he already knows and whom he can 
trust. It would help him to see his business not 
as a year-to-year concern, but as existing im 
time with a past and a future, the one largely 
the result of the other. Also it would bring into 
service to the advantage of industry in general a 
great store of knowledge that at present lies. 
unused in the brains of accountants all over the 
country. 

After all, the success of a business depends in 
the last resort on its being more efficient than its 
competitors. If it is only of equal efficiency, 
though it may run on for years with more or less 
level profits, adversity hits that kind of business 
hard. It has no resilience. It should be sensitive 
to every movement in its particular class. It 
must be so geared that it can head rapidly in 
whatever direction is most favourable. It must 
watch constantly what is happening inside itself; 
know what took place, not last year, but last 
week. 

This can only be done by giving-the closest 
attention to the accounts, closer than is normally 
done. It requires the application of knowledge 
that is highly specialized. It involves first of all 
extracting, then displaying intelligibly, the pattern. 
of the business woven by the past so that it can 
be changed where necessary to suit the future. 
When it comes to planning the future, the more 
reliable the information available, the better. 
The accountant is rarely called upon to plan the 
future policy of a business (though he may be 
closely connected with it). His main function is 
to produce figures and provide information for 
the man whose experience, though narrower in 
the sense that it is confined to his particular 
trade, is deeper. 

-The general level of efficiency controls the 
extent to which the business will progress. ‘That 
is why the expert accountant has such a valuable 
part to play in every business, large or small, 
but most of all in small businesses such as are 
handled by firms of provincial accountants. 

(To be continued.) 
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SETTLEMENTS AND TAX 
NEW PRACTICAL POINTS 


by T. J. 


ECENT case law has affected the tax 

position with regard to settlements, and 

there are three matters of importance 
requiring consideration. These concern: 


(a) Absolute gifts by parents to children; 
(b) Payments out of trust capital; and 
(c) Extension of the period of irrevocability. 


ABSOLUTE GIFTS BY PARENTS TO 
CHILDREN 

If there was any previous doubt as to the position 
with regard to absolute and irrevocable gifts of 
capital by parents to infant children, it has now 
been finally resolved by the decision of the House 
of Lords in Thomas v. Marshall ([1953] 1 A-E.R. 
1102; 32A.T.C, 128).’That case affirmed the earlier 
decision of the Court of Appeal in Hood-Barrs v. 
C.LR. ([1946] 2 A.E.R. 768; 25 A.T.C. 375), and 
whatever the nature of the gift, the income will 
be treated for tax purposes, while the child 
remains an infant or unmarried, as the income of 
the parent. This is the statutory effect of Section 
21 of the Finance Act, 1936. 

But that decision leads one to inquire whether 
. that section does not itself provide some means 
by which this ‘deeming’ effect can be avoided, 
where the ‘settlement’ is in the form of a gift 
of capital to the child. 

If one considers Section 21 (3) (b) (which is 
now re-enacted in Section 398 (2) (b) of the 
Income Tax Act, 1952), it will be observed that 
in the case of an irrevocable settlement of capital 
to trustees, to be held in trust for an infant child, 
the income from the trust fund will not be 
regarded as the notional income of the parent 
for tax purposes, to the extent to which it. is 
accumulated, while the child is an infant and 
unmarried. Paraphrasing the section, payments 
out of the trust fund to the child will be deemed 
to be the notional income of the parent, unless, and 
except to the extent that the. payment, together 
with any other previous payments, exceed the 
aggregate amount of the trust income from the 
settlement, 

Thus, for instance, if the settlement has been 
producing £1,000 per year for the last three 
years so that the trust income to date amounts 
to £3,000, any payments to.the child which 
come within the total of £3,0do will be deemed 


SOPHIAN 


to be the notional income of the parent. But to 
the extent to which the payment, or totality 
of payments if more than one payment has been 
made, exceeds £3,000, the excess will not be 
treated as the income of the parent. Thus, if’ 
£3,500 had been paid to date to the child, 


_ £3,000 would be regarded as the notional 


income of the parent, but not the excess of £500. 
On the other hand, if the subsequent income 
brought the total of that income to a figure 
beyond £3,500, the excess of £500 would then 
be swept into the tax net and would thereupon 
become the notional income of the settlor. 


Can the Problem be Solved ? 

This statutory provision, therefore, seems to 
provide a possible answer to the problem. Instead 
of the parent making his absolute gift direct to the 
child, he might make it to him through a trustee; 
who thereupon could hand over the whole of 
the capital to the child before any income had 
arisen therefrom. The payment thus made to 
the child would not constitute the notional 
income of the parent, whatever else it might be. 
The handing over of the capital by the trustees 
to the child would bring the settlement itself 
to an end, and the child thereupon would receive 
the money or other assets as his own absolute 
property. Any income subsequently derived 
from that asset could be the. income only of. 
the child and could not under any circum- 
stances be treated as the notional income of the 
parent. 

Nor could it be said that what was done 
constituted an ‘arrangement’, for the “arrange- 
ment’ in this case must necessarily be coincident 
with the natural ‘settlement’ and the ‘arrange- 
ment’ accordingly would also come to an end 
when the trustee handed over the gift completely 
to the child. Furthermore, the answer in any 
event would be that the settlor was merely 
availing himself of the express provision of an 
Act of Parliament, i.e. subsection (3) (8) of 
Section 398 of the Income Tax Act, 1952, and 
the principles of Duke of Westminster v. CLR. 
([1936] A.C.1; 14 A.T.C. 77) would become 
applicable. For the taxpayer. is entitled to take 


-advantage of the benefit of express statutory: 


provisions in order legitimately to avoid or to 
reduce his liability to tax. : 
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PAYMENT OUT OF TRUST CAPITAL 
Where the right to both the trust capital and the 
trust income is vested in the bencficiary, then a 
payment out of the capital would not constitute 
income in the hands of the recipient. It is other- 
wise, however, where the beneficiary is entitled 
to the income, but a third person is entitled to 
the capital; in such a case payment out of the 
capital, as, for instance, for the purpose of making 
up a deficiency of income, would, notwithstanding 
be treated as the income of the recipient; and, in 
order to avoid such a result, it would be necessary 
to take steps, if there was the necessary power to 
take them, to effect a vesting of the capital in the 
beneficiary entitled to the income therefrom, 
before resort was had to the capital for the pur- 
pose of making up the deficiency of income. 

In this connection it is of interest to note what 
Finlay, J., as he then was, said in Brodie’s 
Trustees v. C.ILR. (17 T.C. at pp. 438-9; 12 
A.T.C. 140): 

‘... if certain sums of capital were simply handed 
over by the trustees to the lady [the beneficiary] 
and received by the lady as capital, it is quite clear 
that income-tax would not attach, but it is, to my 
mind, not less clear that, if the sums paid were paid 
to the lady and were received by the lady as 
income... [then they would be treated as income 
and liable to tax]. 

*,.. one has to consider what was the source from 
which [the sum] was received and what were the 
circumstances in which it was received. If the 
capital belonged to the person receiving the sums — 
if he or she was beneficially entitled not only to the 
income but to the capital — then I should think 
that, when the payments were made, they ought to 
be regarded, and would be regarded, as payments 
out of capital, but where there is a right to the 
income, but the capital belongs to somebody else, 
then, if payments out of capital are made and made 
in such a form that they come into the hands of the 
beneficiaries as income, it seems to me that they 
are income and not the less income, because the 
source from which they came was — in the hands, 
not of the person receiving them, but in the hands 
of somebody else — capital.’ 


EXTENSION OF THE PERIOD OF 
IRREVOCABILITY 
Section 38 (1) (a) of the Finance Act, 1938 (now 
Section 404 (1) (a) of the Income Tax Act, 
1952), was aimed at powers of revocation in 
settlements by way of covenants for the payment 
of annuities, but its operation was expressly 
suspended where the power of revocation could 
not be exercised within the period of six 
years from the time when the first of the 
annual payments payable by virtue, or in 
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consequence, of the settlement became payable. 

The recent case of CLLR. o Nicholson ([1953] 
2 AER 123) illustrates the dangers that 
may arise where it is proposed during the 
currency of the settlement to extend the period 
of irrevocability. There the deed was dated 
March 27th, 1943, and the first payment of the 
annuity, which was payable monthly, fell due 
on April rst, 1943, although it was to accrue 
from April 6th, 1942. The deed conferred on the 
settlor a power of revocation exercisable after 
the expiration of seven years from the date thereof, 


Le, March 27th, 1950. On February 28th, 1950, 


the settlor executed a supplemental deed pro- 
viding that the power of revocation should not 
be exercisable until after March 27th, 1953, 
and so far as was necessary for that purpose, she 
released her power of revocation. Up to and 
including the payments made on February 
28th, 1950, the trustees recovered the tax 
deducted, but the Revenue refused repayment 
of tax in respect of payments made on and after 
March 31st, 1950. 


Essentials for Exemption 

According to the construction placed by Cohen, 
L.J., on the provision in question, in the case of 
Taylor v. CIR (27 T.C. 93; 25 A.T.C, 155) it is 
necessary, in order that the proviso to Section 
38 (1) (a) of the Finance Act, 1938, should operate, 
that there should be found in the same settle- 
ment, (a) the power to revoke; (b) the obligation 
to make the annual payments; and (c) the re- 
striction on the exercise of the power of revo- 
cation. A settlement for this purpose may, of 
course, consist of more than one deed. Apply- 
ing this principle to the facts in CIR v. 
Nicholson, the settlement was constituted by the 
two deeds of March 27th, 1943, and February 
28th, 1950. Under that compound settlement the 
first payment was due in March 1950, but the 
period of irrevocability was from February 28th, 
1950, till March 1953, which was a period of 
less than six years, so that upon the execution of 
the second deed in February 1950, the proviso 
ceased to operate on the first settlement and 
could never come into operation on the second 
compound settlement. 

In order, therefore, to enjoy the continued 
benefit of a period of irrevocability under a deed, 
which, when originally executed, came within the 
proviso in question, it appears to be necessary 
that the supplemental deed should continue the 
period for a further period of six years calculated 
from the date of the first payment to be made 
under the new compound settlement. 
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DAYS FROM MY DIARY 


by A MARTYRED ACCOUNTANT 


Saturday ist — Turn for Saturday at office. Write 
up office diary, find very dull; decide to start this one. 
Joyfully congratulate V. (articled) on passing Inter- 
mediate at third attempt. Results just published seem 
to have taken years off him — be should be back at 
school. He digs from past injudicious remark of 
mine about champagne supper. Neatly pigeon-hole 
_ this and at last get round to answering query on 
benefits in kind from (suspect very young) Inspector. 
X. Ltd's canteen is in works recreation room; this 
boasts stage, upon which directors are wont to take 
nourishment, and he suggests that their presence in 
‘a canteen in which meals are provided for the staff 
generally’ may depénd on the opening or closing of 
the curtain. Perhaps because it is Saturday, feel 
constrained to dictate following disgraceful clerihew: 
“The position, we fear, in which the curtain 
gets stuck 
Is a matter of luck; 
May we add that we have seldom come 
across anything subtler, 
Even from Mr Butler.’ 


Monday 3rd (Bank Holiday)—'Try to do nothing at 
all except lie on sand and absorb sun. Result ~ 
obscene blisters on shoulders, twenty gnat bites, 
deep gash from infant’s spade, and headache from 
trying to recall subvention provisions of new Finance 
Act. 


Friday 7th ~- Dull slogging till visit, at 5 p.m. to 
Q., .managing director of a cosmetics company. 
Cannot get appointments earlier; believe he rises at 
1.30, starts a buyers’ hour at 3, and spends the other 
hour seeking messy inspiration in an exotic labora- 
tory full of tasselled cushions, gramophone records 
and nude statuettes. Q. receives me in raiment 
reminiscent of Othello (though face more like Harpo 
Marx). With him, subject of directors’ expenses 
always a nightmare; now, his tiny but palatial home 
is having third bathroom and I am to get cost 
allowed — the Inspector knows he must be clean for 
his customers. Takes time to explain that Inspector 
is not of sanitary variety and to reach my own stock 
query. Finally, during farewells, he snatches up a 
little squirt thing and before I can object has given 
me a liberal coating of Jardins Q. Arrive home very 
late, and highly perfumed; my wife .... 


Thursday 13th — Office honoured by presence of W. 
{senior partner). On way in, W. overhears lamenta- 
tions of Miss N. that her petty cash is. £5 short. 
W. loves a difference, spends most of day looking 
for this one, comes to my room at 4.30 to say at 
great length that he has not found it and to hint 
darkly at defalcations. Take P.C? book from him and 


give it to C. (very junior) to cast. Ten minutes later, 
send him to show W. offending carry-forward. 
W. crestfallen; remind him that even Homer nodded, 
at which he mutters something about never reading 
comic strips and goes home with the Z. Ltd pros- 
pectus, and a far-away look in his eye. 


Tuesday 18th V. comes solemnly in to ask whether 
I think Section 23, Finance Act, 1953, overrides 
Section 451, Income Tax Act, 1952, and is it retro- 
spective? Reply that this is difficult point, but he 
ought to spot a case on it soon if he keeps his eyes 
open; laugh heartily as I say so~ thank goodness! 
When he has gone, look up the two Acts. Section 23 
concerns compulsory slaughter of farm animals, 
while Section 451 exempts the British Museum from 
tax. N.B. ~ Get even with V. somehow. 


Wednesday 19th — V., who all day has been repre- 
hensibly glued to nearby client’s T.V. set, brings 
glad news that Australians must retuin in sackcloth 
leaving Ashes with England. Drag attention from 
final scores to framing of bills for firm’s fees. Old 
Mr D. is slipping; has charged in his time-figures 
too hours of Y.Z. Ltd (fee £500) to poor Miss Z. 


UM 


~ 


(fee £5 5s). Diffidently penetrate old Mr D.’s room, - 


with its soporific, Lords’-like atmosphere, and 
politely hint at injustice to Miss Z.; if, I suggest, 
scoring had been as lax at the Oval, we might have 
lost. Old Mr D.’s distress, just visible over piles of 
time-books and private ledgers, cannot last long in 
anyone as healthy and upright as old Mr D. He begins 
to tell me, in a sacerdotal voice, about his operations. 
This is one penalty of visiting old Mr D. ~ he tells 
you about his operations. After a while, foolishly 
mention own (unfounded) suspicion of ulcer. Recital 
of gruesome eviscerations switches to old Mr D.’s 
duodenal, with even more blood-curdling and repuls- 
ive surgical details: Ultimately regain own room in 
muck-sweat and cancel promising dinner appoint- 
ment. : 


Saturday 22nd — Up late. Raining. Wash up. Read 
The Accountant. Rain stops, begin to clean car, 
rain starts. Take X. Ltd file from brief-case, open it, 
rain stops, Dilemma — X. Ltd or car? 


Monday 24th — Monday-morning feeling. Short 
holiday now dim memory — need another. Contem- 
plate, joining correspondents on ‘Inhuman Efficiency’; 
after all, gadget will rouse one with pot of automatic 
tea (only human required is drinker) so why not a 
few robots in office? A. (senior clerk) pokes his nose 
in to announce that B. (junior) has mumps and he 
(A.) starts br holidays on Saturday — and did I know 
that X. Ltd have put their meeting a week earlier? 
Man’s inhumanity — that’s the real trouble. 
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ORGANIZATION AND ACTIVITIES 
OF THE ACCOUNTING PROFESSION 
IN THE UNITED STATES-I 


by JOHN L. CAREY 
Executive Director, American Institute of Accountants 


INTRODUCTION 

HE accounting profession in the United States 

is deeply conscious of its debt to Great Britain. 

It was largely the leadership of English and 
Scottish chartered accountants in the late nineteenth 
century which created the pro- 
fession in America. Many of the 
original founders of the American 
Association of Public Account- 
ants in 1887 were English or 
Scottish chartered accountants. 

These men brought to my 
country both technical and pro- 
fessional concepts which had 
already been well developed. 
They gave the infant accounting 
profession in the United States 
a whole set of equipment, 
wrought in practical experience: 
theortes of accounting and finan- 

‘cial reporting, auditing pro- 

cedures, standards of profes- 
‘sional ethics and responsibility, 
methods of training and quali- 
fying aspirants for entrance to 
the profession; and, perhaps 
most important of all, a sense of 
prestige and self-confidence. 

These leaders, so to speak, 
imported the knowledge and 
experience of almost half a 
century in Great Britain. It was 
fortunate that no tariff excluded this importation. 
Without it, the accounting profession in the United 
States would have matured much more slowly than 

pit did. 

As time went on, naturally the accountants in the 
United States had to adapt their original equipment 
and methods to conform with the political system, 
with industrial and financial developments, and with 
the changing social and economic customs of their 
own country. 

In the twenty years between the two world wars, 
it seems to me, the accounting professions in our 
two countries paid less attention to each other than 
they had before, or than they have since 1940. In 
that middle period they seemed preoccupied with 





The first part of an address delivered on July 14th, at the ~ 


summer course of The Institute of Chartered Accountants 
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their own complex problems, resulting from rapid 
economic and social changes, boom and depression, 
rising income taxation, and increasing government 
regulation. From the time when I joined the staff 
of the American Institute in 1925, up to the time of 
World War II, there were rela- 
tively infrequent references in 
The Accountant, for example, to 
American practice, and relatively 
infrequent references in The 
Journal of Accountancy to what 
was going on in England. Visits 
by officers of professional so- 
cieties in either country to the 
other were also relatively rare. 

Since World War II, however, 
there has been a great revival of 
interest in the United States in 
how things are done in the 
United Kingdom, and, if I 
observe accurately, there seems 
to be a growing interest in 
England in how things are done 
in the United States. The ‘North 
American Commentary’ in The 
Accountant has its counterpart 
in frequent editorial and news 
notes in The Journal of Account- 
ancy on professional matters in 
England, and, indeed, through- 
out the British Commonwealth. 
The American Institute has 
been honoured by the presence at its annual meetings 
since 1946 of presidents and other officers of The 
Institute of Chartered Accountants and The Society 
of Incorporated Accountants and Auditors. On the 
other hand, your Institute has been gracious enough 
to invite representatives of the American Institute 
of Accountants to lecture at your summer courses, 
and to attend other meetings. I am indeed honoured 
to be in this succession. The attendance of some ` 
eighty accountants from the United States at the 
Sixth International Congress on Accounting at 
London in 1952 was in itself a demonstration of the 
active interest of Americans in how the accounting 
profession outside the United States is dealing with 
its problems. 

‘This revival of interest on our part is undoubtedly 
due largely to a psychological shift of Americans 
generally from an isolationist to an international point 
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of view. Since World War II the American people 
have recognized more clearly than before that their 
fortunes are bound up with those of the rest of the 
world. 

But, beyond this, the prospect of a great increase in 
international investment and trade, and all the talking 
and thinking about economic unity, suggest the 
possibilities of actual collaboration of British and 
American accountants in world-wide auditing engage- 
ments, and increasing reliance by each on financial 
statements prepared by the other. Already there are 
several international accounting firms with common 
partners in the United States and England. Many 
American firms have correspondents in your country. 
The American Institute’s office is asked quite often 
where a chartered accountant may be found in one 
part of the world or another who might undertake 
a part of an engagement for an American firm which 
has no offices in that region. 

All this supports the belief that there may be 
practical advantages, as well as academic interest, 
in exchanging information on background, training, 
qualifications, standards, ethical concepts and tech- 
nical procedures of the accountants in our two 
countries. o 

In such exchanges, each profession may. learn 
from the other, with possible improvement on each 
side. 

This paper is an effort to contribute to the develop- 
ment ah mutual understanding between the profes- 
sions in our two countries. 


ORGANIZATION OF THE ACCOUNTING 
PROFESSION IN THE UNITED STATES 


The Constitution of the United States provides that 
powers not specifically assigned to the Federal 
Government are reserved to the states. Among the 
powers retained by the states is what is called the 
lice power’, which includes the right to protect 
the public health, safety, or welfare, by licensing 
and regulating various vocational and professional 
groups — physicians, dentists, architects, engineers, 
as well as many non-professional groups. Lawyers 
generally are regulated by the courts of the states, 
but they, also, are examined and qualified on a state 
basis, not a national basis, and by governmental 
authorities rather than by professional societies. 
This general pattern was naturally followed when 
the first certified public accountant law was enacted 
in New York State in 1896, and subsequently in all 
the other forty-seven states, as well as the territories 
of the United States and the District of Columbia. 
State laws set forth the educational, experience, and 
examination requirements for the certified public 
accountant certificate. The examinations are con- 
` ducted by examiners appointed by the state govern- 
ments under authority of those laws. 


The American Institute of Accountants and the ` 


state societies of certified 


pe accountants are, 
therefore, not qualifying 


dies, except to the 
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relatively minor extent that they may require educa- 
tion or experience for admission to membership 
beyond that which may be required by the law of 
any state. 

There is a traditional pride in state rights, and a 
strong reluctance in one state to imitate another 
without at least some deviations as an affirmation of 
independence. As a result, no two of the C.P.A. 
laws in the several states are exactly alike. The 
essential structure is similar throughout the country, 
but there are wide variations in experience and 
educational requirements, disciplinary powers, and 
administrative procedures. 

Up to 1917 there was also wide variation in the 
examinations among the states. In that year, the 
American Institute of Accountants offered a uniform 
C.P.A. examination to those states which wished to 
adopt it on a voluntary basis. Gradually state after 
state accepted the offer, and in 1952 the last state 
joined the others. In exactly thirty-five years the 
C.P.A. examination had become completely uniform 
throughout the country. No other comparable pro- 
fession has matched this achievement. In a country 
which is not noted for uniformity, it is amazing that 
such a result could have been obtained on a wholly 
voluntary basis. It is, however, a most fortunate 
result that a uniform examination binds together the 
profession throughout the United States, and assures 
at least a substantial uniformity of standard under 
which the C.P.A. certificate is issued. 

Encouraged by this success, the American Institute 
has sponsored the formation of a Commission on 
standards of education and experience for certified 
public accountants, consisting of both educators 
and practitioners, which it is hoped may develop 
uniform standards eventually to be adopted by the 
states. It will take many more years, however, to 
achieve this objective. 

In the earlier days the emphasis was on practical 
experience in public accounting as a prerequisite for 
the examination for the C.P.A. certificate. However, 
the older professions, such as law and medicine, 
were placing increasing reliance on the training 
afforded in the professional schools. This trend has 
influenced the accounting profession also. There 
has been a rapid development of education in account- 
ing at the college and university level in the United 
States, and a resulting tendency to substitute educa- 
tion in part for experience as a prerequisite for the 
CDA certificate. In a few states, candidates for 
the C.P.A. examination are required to be college 

raduates. In other states education at the college 
evel may be offered in partial satisfaction of the 
experience requirement. 

Accounting is recognized as a major field of study 
in approximately 170 colleges and universities in the 
United States. The New York State authorities 
have approved the accounting courses in 118 colleges 
and universities as meeting New York requirements 
of preliminary education i the C.P.A. certificate. 

Public accounting firms today recruit their junior 
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assistants largely from among the graduates of the 
accounting departments in the university schools of 
business administration. From 60 to 7o per cent of 
the candidates at the C.P.A. examination in recent 
years have been college graduates. There is, however, 
no uniformity of subject-matter in the curricula of 
the accounting courses at the colleges and univer- 
sities, nor is there any common standard of qualifica- 
tion for teachers of accounting. No central authority 
has as yet undertaken to appraise and rate the courses 
given in the various colleges, as has been done in 
legal and medical education. 

Since the professional societies of certified public 
accountants are purely voluntary associations, not 
qualifying bodies, no one is compelled to be a 
member of a professional society. A member may 
drop out at any time and continue to practice as a 
certified public accountant. Many certified public 
accountants, indeed, never join any professional 
society. The societies, therefore, are impelled to 
develop programmes for mutual information, assist- 
ance and protection, education, development of 
standards, and other services which will attract and 
hold members. 


The forty-eight state societies of certified public . 


accountants (and those of five additional political 
subdivisions of the United States) are autonomous 
and independent. The smallest has less than twenty 
members, the largest about 6,000. There is no 
uniformity among them as to dues and assessments, 
fiscal years, administrative procedures or other 
matters, except that voting members are limited to 
certified public accountants (some state societies 
admit certain classes of non-certified accountants as 
associates). In general the codes of ethics are sub- 
stantially uniform, being modelled on the Institute‘s 
code. 

The American Institute of Accountants, the 
national organization of certified public accountants, 
is also autonomous and independent. Applicants for 
admission must have had at least two years’ satis- 
factory experience, have passed a satisfactory written 
examination for the C.P.A. certificate, and be of 
good moral character. Applicants are screened by an 
admissions committee. The Institute’s dues range 
from $12 50 to S4o a year, depending on the length 
of time the member has held his C.P.A. certificate 
and whether or not he is engaged in public accounting 
practice. 

At the present time there are about 45,000 certified 
public accountants in the United States, about 
26,000 members of state societies in the aggregate, 
and about 21,000 members of the American Institute 
of Accountants. 

The United States Department of Labour has 
estimated that in 1951 there were go,ooo persons 
employed in the practice of public accounting, 
including C.P.A.s and others, partners and principals 
and staff assistants combined. 

Some members of the. Institute are not members 
of state societies, and many members of state societies 
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are not members of the Institute. Most practising 
certified public accountants, however, are members 
of both their own state societies and the Institute. 

Co-ordination of activities of the state societies 
and the American Institute of Accountants is greatly 
facilitated by an Institute by-law, providing that 
the president of each state society, if he is a member 
of the Institute, is ex officio a member of Council of 
the Institute during his term of office as president 
of the state society. This brings into the governing 
body of the national organization the incumbent 
president of each of the state organizations. The staff 
of the Institute includes a state-society-service de- 
partment, whose duty is to keep the state organiza- 
tions informed of matters of interest at the national 
level, receive and consider suggestions of the state 
societies, endeavour to co-ordinate the activities of 
the state societies, and assist them in the develop- 
ment and execution of particular projects in which 
the Institute is interested. 

The full-time staff of the American Institute of 
Accountants now consists of slightly more than 
100 persons. Nine of the state societies have em- 
ployed full-time executives, and in some of these 
states they are assisted by other staff. For example 
in the New York State Society the full-time s8 
numbers about fourteen. In addition, about fiftee 
other state societies have employed part-time execu- 
tives or full-time clerical help. 

Many of the state societies have organized chapters 
in the principal cities within the state, and much of 
the state society activity is thereby projected on a 
local basis. In all there are now about Iro local 
chapter organizations, 


PROFESSIONAL ACTIVITIES 


A detailed description of the activities of the American 
Institute of Accountants would hardly justify the 
space consumed in this paper, but a general indica- 
tion of the principal areas of activity may be of 
interest. 

First, the Institute concerns itself with profes- 
sional standards, by administration of the uniform 
C.P.A. examination, by enforcement of its rules of 
professional conduct (code of ethics), and by re- 
search leading to the issuance of Accounting Research 
Bulletins and Statements on Auditing Procedure. 

Second, the Institute is attempting to assist the 
profession in the development of accounting per- 
sonnel of high quality, by providing so-called 
‘aptitude tests’ by which students may obtain an 
indication of their interest and ability in accounting 
work; by co-operating with the colleges and univer- 


.sities in improving educational facilities; by encour- 


aging continuing-education programmes for staff 
accountants; by publicizing the opportunities and 
rewards in professional accounting among high- 
school and college students, and by assisting in the 
placement of graduates of the colleges with public 
accounting firms. , 
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Third, the Institute concerns itself with legisla- 
tion, particularly in the field of taxation, and also in 
other areas in which accounting and auditing are 
involved; with the regulations of administrative 
agencies of the government which are concerned with 
accounts or audits; with legislation affecting the 
practice of accounting or the interests of individual 
accountants, such as the wage-and-hour law and 
social security, and with state legislation bearing on 
the qualification or regulation of certified public 
accountants. 

Fourth, the Institute maintains close co-operative 
working relations with other groups, such as bankers 
and commercial credit grantors, lawyers, stock ex- 
changes, other accounting organizations (controllers, 
cost accountants), government agencies such as the 
Securities and Exchange Commission, and so forth. 

Fifth, for the past ten years the Institute has con- 
ducted a public relations programme des ae we to 
publicize the accounting profession generally, and 
ees to inform special groups such as bankers, 

ers, business.men and others of the nature and 
the. mean: of the certified public accountant 
certificate, aie nature of the C.P.A.’s work, his 
hical and professional responsibilities, and so on. 
ixth, the Institute renders a variety of services 
members. It maintains the largest accounting 
brary in the United States, from which members 
may borrow books and pamphlets. It maintains a 
technical information service through which mem- 
bers may obtain answers to questions on accounting 
and auditing, but not taxation. It conducts an annual 
meeting at which technical papers are presented, 
discussions are held, and social activities are pro- 
vided. It co-operates with state organizations in 
organizing regional meetings of somewhat similar 
nature, and with universities in holding what are 
called graduate-study conferences, largely patterned 
on your own summer course. It has created a group 
life insurance plan through which members and their 
staffs may secure insurance at lower rates than other- 
wise would be available. It maintains a benevolent 
fund for the assistance of needy members and their 
families. 
Seventh, the Institute produces a variety of publi- 


cations, principal among which is The Journal of ` 


Accountancy, largely a technical and professional 
magazine, whose circulation is now in excess of 
60,000. The C.P.A. (monthly membership bulletin) 
as well as The Journal, go to every member without 
charge. There are, in addition, a number of special 
publications, the newest of which is the C.P.A. 
Handbook, a 2,000-page work devoted to the problems 
of conducting a public accounting practice.’ A yearly 
analysis of some 600 corporate reports, published 
under the title Accounting Trends and Techniques is 
another recurrent publication. In addition are the 
membership directory, list of firms represented in 
the Institute, annual reports, by-laws and rules of 


* Volume II of the Handbook, just EE is the subject of 
a leading article in this issue. 
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conduct, lists of officers, Council and committees, and 
the bulletins produced by the technical committees, 

Eighth, the Institute attempts to co-ordinate the 
activities of state societies and the Institute. Refer- 
ence has already been made to this work. 

Ninth comes the administration of the Institute 
itself: membership promotion and admissions, per- 
sonnel administration, accounting and auditing, 
purchasing and housekeepi functions. 

A copy of the latest annual report of the American 
Institute of Accountants is being sent each chartered 
accountant enrolled in the 1953 summer course, so 
that additional information may be available to 
those who desire it. 


ACCOUNTING PRACTICE IN THE UNITED 
STATES 


There are about 6,500 public accounting organiza- 
tions represented in the membership of the American 
Institute of Accountants (by public accounting. 
organization is meant a separate partnership or an 
individual practitioner). This includes almost all the 
reputable and established firms of certified public 


accountants in the country. Many of the 45,000 


C.P.A.s in the United States are employed on the 
staffs of these firms. Thousands of C.P.A.s are not 
in public practice at all. 

While public accounting organizations cannot be 
classified accurately, they are generally referred to in 
the United States as large, medium, or small. There 
are about twenty firms which might be described as 
national or multiple-office firms. Some of, them 
maintain offices in every principal city of the United 
States. While no reliable data as to their size is avail- 
able, I would guess that among these twenty the 
largest might include 2,000 persons and the smallest, 
say, 200. 

There are perhaps several hundred so-called 
medium-sized firms maintaining a few offices, some ` 
only one office, including in their organizations from, 
say, 20 to 100 persons. It is clear that there are approxi- 
mately 6,000 public accounting organizations includ- 
ing less than 20 persons each. Some 3,000 members 
of the Institute are listed as individual practitioners — 
that is, there is no indication of any. partner, though 
many of them employ one or more staff assistants. 

The range of interest and the variety in type of 
practice are wide. The larger firms naturally serve a 
substantial number of the 3,000 corporations whose 
securities are listed on stock exchanges. Most of 
these listed corporations are required to have inde- 
pendent audits by the regulations of the Securities 
and Exchange Commission, issued pursuant to a 


- provision of the Securities Exchange Act of 1934. 


But generally, audits are not required by law in the 
United States. Many of these large listed corporations 
have subsidiaries and branches, often spread through- 
out the country and sometimes abroad. Audits F 
their accounts require public accounting firms of 
substantial size with offices strategically situated. 
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The larger accounting firms, however, also serve certified public accountants in general have neglected 
, Many smaller clients. the fields of coat accounting and machine accounting, 
| The medium-sized accounting firms are likely to although there are notable exceptions. If there has 
‘have as clients many of the substantial closely-held been such neglect, it is due undoubtedly to the 
| companies in their own areas, whose securities are necessity of devoting principal attention to clients’ 
‘not listed on stock exchanges, but who may borrow needs in the field of income taxation, auditing, and 
‘substantial amounts from banks and have substantial general accounting service. 
lines of commercial credit with suppliers, There has been some trend towards specialization 
The smaller accounting firms and the individual in the profession. Larger accounting firms are likely 
practitioners are more likely to have as clients small to have partners who devote most of their time to 
„Corporations, partnerships, and individual proprietors, taxation; other partners who devote most of their 
who are not required to submit audited financial time to problems of clients registered with the 
statements to anyone, except occasionally in relation Securities and Exchange Commission, whose special 
‘to a bank loan. ot requirements must be carefully observed; others who 
¥' Accounting firms of ail sizes render a range of ay specialize in systems and procedures, and others 
services, principally auditing, system and procedures mainly concerned with auditing. Among the medium- 
work, and income-tax service. The importance of sized and smaller firms there has been some notice- 
each type of service varies among the several groups alle specialization according to industries. Several 
of practitioners; that is, tax work is of comparatively fițms, for example, are known as specialists in hotel, 
eater interest to the smaller practitioner, and audit- restaurant and club accounting, a few in insurance 
ing to the larger. What is variously called manage---adcounting, some in municipal and governmental 
ment service or business advice is of proportionately accounting, building-and-loan-association account- 
greater interest to the medium-sized and smaller infg, and so on. Specialization is limited, however, 
practitioner than to the larger firm, whose clients amd the great majority of the practising C.P.A.s 
can afford to employ experts on a full-time basis. cġnduct a general practice, offering their services 



















_ It seems to be the general opinion that practising top all comers. (To be continued.) 
WEEKLY {NOTES 
Depreciation of Shipping level. At 332 million metric tons it easily passed the 


Complaints from the shipping industry about the 
difficulty it experiences in making adequate provision 
SN of profits for replacement of its fleets are now 
ohe of the most heard themes from industrialists 
when they speak of the inequities of company taxa- 
tion. The answer is often made that shipping is in 
np greater difficulties than other industries which 
have to replace expensive capital equipment. 
An article in the latest issue of the National 
Provincial Bank Review by Mr D. F. Anderson, P 
President of the Chamber of Shipping, makes an se lling itself in a buyers’ market. Much of the post 
interesting point on this question. He produces w 
figures to show that while it may be true that in 
principle the industry has a common problem with 
others, the degree of that problem ig much more acute ttalytic cracking plants and by then a full dE 
. for shipowners than for industrialists elsewhere. Oe range of oils will be available. The same 18 
Taking the annual reports of the Commissioners oadly. true elsewhere in Europe. The question 
of Inland Revenue, he shows that the depreciation then remains of selling it all to transport and industry- 
allowances as a percentage of the assessments eady there are signs that the heavier sees eae 
made upon profits were 1g per cent in 1950-51 for 
industry as a whole, compared with 64 per cent for 
shipping. In other words, the percentage for shipping 
was about three and a half times that for industry on 
Oe average. This fact, along with the high level of 
taxation, high shipbuilding costs and running 
ch rges is bound to cause a serious shrinkage, he 
says, in the volume of Britain’s merchant fleet. 


i Record World Oil Output 
In the first six months of this year, world oil produc- th 
tion continued to increase and reached a new record p 


Bure of 312 million metric tons achieved in the first 
alf of 1952. Much of the increase was due to higher 
oduction in the United States, but another feature 
A the world statistics is that the Middle East has 
$w moved up into second place among the world’s 
koducing areas, a position which it shares with 
atin America. It should not be long, however, 
efore it holds undisputed second place. ; 
As the figure of crude oil production mounts it 


ba ing completion. In this country, for example, 
e finishing touches are being put to the various 


hether it be petrol, heavy oils or lubricants. 


siseworthy investigating activities if the investiga- 
e take SC long over their job. This 1s likely to be 
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discussions on the convertibility of sterling were held. 

The report will be generally welcomed in this 
country, since it couples the urgent need to make 
sterling convertible with some specific recommenda- 
tions of what the United States might do to help. 
Among these are a simplification of customs pro- 
cedure, encouraging overseas investment and taking 
steps to help remove violent price fluctuations. 
Mr Douglas calls for a prompt announcement from 
the United States Government about its intentions 
under these headings. 

This report has now gone to the commission on 
foreign economic policy which the President has set 
up since the meeting in Washington. The com- 
mission has a large protectionist element in its 
membership and it augurs ill for the future of the 
report that it has gone to the commission from the 
President with no more than a plea to study it. Thk 
climate of opinion has changed since the Washingtop 
meeting and the initiative at the American end 
now passed from the White House to Congress. Th 
means that, this year in particular, spring blossom]s’ 
will be hard put to flourish in the autumn. 


Agreement on Sugar 


International agreements .on sugar are inevitabl$ 
complicated. The preference system in operatio% 
within the British Commonwealth and the specigq 
arrangements between the United States and Cubi 
mean that only a proportion of the world crop come 
on to what is called the free market. In consequence 
international conventions are able to deal only witli 
this residual proportion of the world supply. 

This week, a five-year pact has been signe@iJ 
between the representatives of fifty-one countrie 
which links quotas and prices. The agreement come 
into force on January ist, 1954. The maximun 
quantities which may be sold on the free market i 
any one year by exporting countries are agreed an 
maximum and minimum prices for the free marke 
are also laid down. If the world price moves beyon 
these levels export quotas will be adjusted. In orde 
to keep the benefits of the agreement to the partici 
pating countries, signatory nations have agreed tio 
restrict their purchases from non-participatin 
members. 
_ The fixing of maximum and minimum pricd 
introduces a new element of flexibility in post-wa 
schemes for controlling th arketins of commodities 


~ 
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for British firms to raise their exports to such areas 
substantially before the end of this year, engineering 
exports from this country will show a noticeable 
decline in 1953 compared with 1952. At the moment 
such exports are running at a lower rate than the 
average level achieved a year ago. ` 

In the last two years engineering exports from 
Germany and from the United States have beer 
increasing faster than those from this country. Ther 
was a phenomenal expansion in the case of German 
last year which has since levelled off — though it ha 
not gone into a decline. The United States has madı 
steady progress all along. This year, for instance 
while British exports in this category have decline 
over the first five months by 5 per cent, and Germany’ 
stayed unchanged, those from the United State 
advanced by 3 per cent over four months. 

In a way it is less surprising that this countr 
should have lost its lead than that people = 

rised by the fact. It is certain that the flow ¢ 

Marshall Aid, E.R.P., defence loans and point-fou 
assistance have meant dollars for hard-presse 
countries — and also orders for American companie: 
It is also certain that all European countries are unde 
the need to export or die. Competition is thu 
intense all round. It is some measure of the proble: 
which faces such countries as Britain which is havir 
to adjust its selling methods to a buyers’ market. 


Higher.Home Consumption 

In his Budget, the Chancellor of the Exchequ 
allowed for a significant rise in industrial productio 
a larger level of stocks and a slightly higher consum 
tion by the public. In the event, the facts of t 
economic situation had already overtaken him 
some extent. Production was already rising and 
were stocks and the level of consumption of t 
public when he gave his Budget speech in April. 

These facts come out of a recent Treas 
statement which shows that home consumpti 
was 3 per cent higher in the first quarter of 1953 tł 
in the same quarter of 1952. There was a 4 per © 
increase in food consumption, and one of 5 per ceni 
sales of clothing and footwear. There was a signific 
advance in new car registrations. It is exceedin 
likely that this upward surge in many sectors W 
on through the second quarter. It is known that re 
gales were buoyant at that time and there was 
Coronation to give purchases a fillip. 
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` been largely based on the corresponding English 


~ by Arthur Suzman, Q.C., B.A., LL.B.(Rand.), 
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REVIEWS 


Pyemont’s Company Law of South Africa since it covers the whole field of industrial organiza- 
Sixth Edition tion, it naturally does not discuss in detail the various 


by M. A. Diemont, OC, B.A., LL.B. functions, e.g. production control, progressing, etc., 


assisted by M. A. Boehmke, B.A., LL.B. which nowadays have become so important: as a 
general work, however, it deserves much praise. 


(Juta & Co Ltd, Cape Town. 755 net) f ei 
The sixth edition of this substantial work incor- et EE g J peat GE 
porates the many important changes in South African invaluable companion. , 
company law made by the Companies Amendment l 
Act, 1952. It takes the form of an annotated copy of ~ Honour’s Principles and Practice of 


# the original Act (No. 46 of 1926) as amended. The Profits Insurance 
annotations are full and the book, which runs to 
` over 700 pages, is in effect a treatise on the subject 


Second Edition 
as a whole. y W. B. Ee EE F.P.A. 
South African com legislati +), AALA. 
OTe ead E DE E EE 63s net) 
his work, the first edition of which was published 
ih New Zealand, and circulated privately, constitutes 
ad most valuable addition to the literature now avail- 
able on the subject of profits (or consequential loss) 
Insurance, 






























Acts — although there are many important differ- 
ences, including a number of improvements — and 

| it follows that a work of this size is by no means 
wholly without use to a practitioner in English 
company law, 

It would have been an advantage if the table of The increase in the writing of this form of insurance 
cases had included a note of all the references, but Was for many years comparatively slow, but there was 
this is a minor criticism of an up-to-date and useful aff greater awareness of the valuable part played by 
Ss such insurance in the field of suite eas E 

e Sgecond World War. This was largely due to the 
Riles Companies Acts difficulties encountered in the replacement of fire- 
damaged property, and the resultant development 
iff: the volume of policies effected naturally went on 
after the war because the difficulties continued. 
With the current demand for the protection that a 
profits policy gives against the reduction in earnings 
hich can follow upon the occurrence of fire damage 
t@ business premises, the representatives of insurance 
cmompanies and other underwriters have found it 
ssential to hold themselves available for the arrange- 
ent of new profits insurances and the revision of 
d policies to bring them on to up-to-date lines. 
Concurrently, business houses desiring the benefits 
forded by profits insurance have turned to the 
countancy profession for advice on and confirmation 
f the terms and liability of the insurance cover and — 
n the insurances being brought ‘into action’ after 
res — in the negotiation of claims against the profits 
erg, This book should be welcomed, therefore, by 
| professional and business men whose work 
quires a knowledge of the subject’s underlying 
P rinciples and its mode of operation in practice. 

actory Organization and Management The authors supply the answers to many questions 
Third Edition uch arise during the arrangement of the insurances; 
by N. F. T. Sg dai ney discuss the condition Tore son $ fhe 
Sir Is i f nited Kingdom and Australia as well as in Ne 
ae is nai ealand, SC deal fully with the settlement of claims 
manageme nder the insurance contracts. ; ' 
describes A most interesting chapter deals with the economics 
profits insurance and discusses and stresses the 


B.C.L.(Oxon.) 

ce (Juta & Co Ltd, Cape Town, 52s 6d net) 

' This book does not Pretend to be a treatise, and it 
does not deal with case law. It does, however, per- 
form a useful function for those concerned with 
South African company law since it includes the 
text of the Companies Act of 1926 -and changes 
effected by the thirteen amending Acts ~in a con- 
venient consolidated form. Amendments made by n 
the 1952 Act are printed in italics. Such a work as o 
this is a minimum requirement for those who have 
to deal with an Act containing no fewer than ten 
[Sections 90 — numbered ‘go’, ‘go bis’, ‘go ter’, etc.~ a 
nine Sections 70 and, in all some Teo additional o 

o 
J 





sections and subsections. 
In addition to the Act, the book contains a clearly 
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sequent value of the profits cover. Another chapter 
examines the various items of expenditure in the 
accounts in relation to their inclusion as ‘standing 
charges’ of the insurance, whilst a further valuable 
chapter comments fully on special forms of 
indemnity, e.g. film producers’ indemnity policies, 
gold and tin dredgers’ insurances, and policies for 
commission agents. ` 

This second edition of the book unfortunately 
does not take into account the development in the 
insurance of wages by the. ‘dual basis’ method — 
introduced during 1952 by the British offices ~ but 
there is no doubt that the authors are to be warmly 
congratulated on making this most comprehensive 
treatise available. | 


The Purpose and Practice of Motion Study 
by Anne G. Shaw, M.A. 
(Harlequin Press Co Ltd, Manchester and London 








































One important phase of the present development o 
scientific management (in the best sense) is motiorp 


processes. Motion study, more widely adoptedl, 
would, if management and men both were to accept 
it fully, considerably increase output. 

Shaw, who, as a member of Sir Stafford 


but covers all forms of activity involving ph 
sica 

movement. The appendix to the book, for Gees 
esides giving various examples from ind , alad 
gives instances of its application to kitchen work and 
to a doctor’s clerical work. Many accountanta 
offices might well benefit from applyin 
Leena E over the whole fel ap 
vities considerable possibilities of savi if 
effort could be achieved by a little See SC 
of the aren Movements concerned. . 
will undoubtedly rank hi 
authorities on works management, SES 


The Structure and Capacity of Australian 
Manufacturing Industries 


Prepared by the Department of National 
Development, Australia 
(Angus and Robertson, London. £3 net) 
This informative volume is a comprehensive stud 
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presentation of a consistent body of systematized 
information to supplement the official statistical 
publications. ` 

The preparation of the study, which is divided 
into seventeen chapters, each covering a broad 
industrial group, was facilitated by the co-operation 
of industrialists, Government departments, and 
various institutes and associations. Every chapter 
is skilfully subdivided into three parts, viz.: (i) the 
structure of established manufacturing activities, 
showing, for each separate activity, the number and 
size (by employment) of firms engaged, the degree 
of specialization or integration, the products made, 
and allied activities; (ii) an outline of capacity, 
demand, imports, exports, market prospects, de- 
velopment programmes, and availability of materials 
and labour; (ili) statistical tables of employment, 
wages and value of production and materials used. 

Considering the thousands of products made in 
the 43,000 factories in Australia, representing some 
200 major industries, this study, despite its closely 


. packed pages, cannot and does not claim to be 


more than a general outline. Nevertheless, it is a 


` well-indexed reference book which industrialists in, 


this country should find both interesting and useful. 
Accountants will find most interesting the informa- 
tion regarding inter-company relationships, while for 
the student the book is valuable for comparative 
studies. 


Flexible Budgetary Control and Standard Costs 
(Cost Control for Management) 


by D. F. Evans-Hemming, F.C.W.A., 
F.R.Econ.S. 


(Macdonald & Evans Ltd, London. 42s net) . 


Gradually the view is being more widely held that 
one of the main functions, if not the most important 
function, of the industrial accountant, is to enable 
management to see whether the expected standards 
of performance are being met or not. While all 
industrial accounting may be said to have this as its 
final aim, there are degrees in the extent to which 
the standards are clearly d al 
integrated in the accounting system. The situation 
in which such standards are thoroughly developed 
is typified by a full system of standard costs combined 
with flexible budgets. i 
Kikok a m nar of good books on the subject 
of standard costs have been produced in Britain in 
recent years, until now not one has reached the level 
of comprehensiveness shown by the better American 
authorities. For this reason, Mr Evans-Hemming’s 
book, which treats the subject most thoroughly, even 


in the famous work 


a complete set of forms 


WA 


` 


determined and also - 
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based on standard costs. If specific aspects of this 
work, which can be warmly commended in every 
way, may be mentioned, particular attention is paid 


to the method of setting up standards, of the recording . 


of budget data, the presentation of information and 
the ascertainment of variances. No one who is 
engaged in the practice of what is now coming to be 
described as management accounting or indeed who 
even uses the information provided by an accounting 
system at all, must be without this book. 


Cost Accounting in Industrial Management 


by Harry Fisher, F.C.W.A., and David L. 
Thompson, A.M.I.Prod.E., A.M.L.I.A. 
(Gee & Co (Publishers) Ltd, London. 21s) 

A noteworthy feature of some post-war cost account- 
ing publications is their increasingly practical 
approach. In the past, cost accounting, especially in 
Britain, has been concerned more with methods of 
ascertaining information than with the way in which 
this information is put to use, and in following the 
improved trend this book is particularly welcome. 
The principles it describes, illuminated by numerous 
, examples and forms, which obviously are based on 

considerable practical experience, reveal clearly the 

proper relationship of cost accounting to industrial 
_ Management. 

Of particular interest are the chapters on standard 
costs and on time and motion study. The book can 
claim to be a most valuable contribution to the 
literature of cost accounting and it may be com- 


mended without hesitation not only to accountants, . 


| but also to all levels of industrial management. 


SHORTER NOTICES 


` COMMERCE AND THE COMMERCIAL OFFICE, by William 
` Campbell, a.c.1.8. Second Edition by HO. Beschens, 
B.COM. (Sir Isaac Pitman & Sons Ltd, London. 
, 305 net.) This is the second edition of a text-book 
on commercial practice which has the merit of 
describing how business is conducted in the light 
‚of the wider economic basis on which commerce 
es It therefore provides a happy blend of theory 
‘and Practice, with much more emphasis on the latter. 
‘The important practical sections of the book deal 
with the routine of buying and selling, with office 
methods and with the financial aspects of all com- 
mercial activities, It should be useful to all students. 


GUIDE To GOVERNMENT ORDERS, 1952. H.M.S.O. 
£4 4s net; NUMERICAL Tasiz, S.R. SO and S.I. 
H.M.S.O., 7s 6d net; S.I. ErrECTS. H.M.S.O. 
Er net. The new edition of the GUE To GOVERNMENT 
ORDERS includes particulars of Statutory Instruments 
made in 1952 while those relating to revoked orders 
and instruments have been deleted. The statements 
of statutory powers have been amended to record 
the effect of 1952 legislation. Opportunity has been 
taken, at the same time, to make certain improvements 
Sr work, particularly in the headings under 

ich statutory powers and the exercise thereof are 
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classified. The scope of the NUMERICAL TABLE of the 
Statutory Rules and Orders and Statutory Instru- 
ments is self-explanatory. The table lists, by years 
and registered numbers, every one of the instruments, 
classified as general in character, which was in 
operation on December 31st, 1952. S.I. EFFECTS 
records the effect of Statutory Instruments on 
previous Statutory Rules and Orders and Statutory 
Instruments as at December 31st, 1952. 


AN INTRODUCTION TO STATISTICAL CALCULATIONS, 
by J. Mounsey, B.sc.(econ). (English Universities 
Press Ltd, London, 15s net.) This book has the aim 
of illustrating the standard types of calculations 
necessary in statistical method by means of a large 
number of examples, and also of providing numerous 
ercises drawn from a wide range of sources, 
cluding the examination papers of many profes- 
ional bodies and of the University of London. It 
hould, therefore, form a valuable adjunct to the usual 
ext-books and courses, especially for students requir- 






















f plant with the agreed basic rates of wear and tear. 
art II is an extract from the Inland Revenue’s 
fficial list of wear and tear rates, confined to industries 
hich fall within the general description of engineer- 
g. Part III explains the arrangements for giving 
creased rates in certain cases where overtime 18 
orked. There is also a note on the treatment of 
lant disposed of and the receipts therefor. 


Publisher's note: Supplements to both the Eighteenth 
ition of Ranking, Spicer and Pegler’s Execu- 
penis Law AND Accounts, dealing with the 
ntestates Estates Act, 1952, and to the Twentieth 


inance Act, 1953, yt : 
Publishers) Ltd. The supplements will be issued with 
the books at no charge in future, and copies can be 
possess these editions 
3d in stamps for each 

H.F.L. (Publishers) 


. RECENT PUBLICATIONS 


Taxes IN Tan ComMmMonweaLTH, Volume id. 

e Man, Channel Islands, S. Rhodesia, ee 

Protectorates etc. and Trust Territories.) v + 87 ZP 

8} X 5h. £1 ros net (by post 315). H.M.S.O., a SC 

INTRODUCTION TO INCOME-TAX, roth edition, bY ee 
Fryer, A.A.C.C.A. Kn 99 PP. 7k X 5.78 6d net. Sir is 

i Sons, Ltd, London. 

EEN Sum Taxes, by John F. Due, Profeasor of 

Economics, University of Illinois. Canadian Tax Papen 

No 7. xii +a pp. 9 X 6. $2-50 net. Cana 

d oronto. 

Gia eerie Money by Donald R. Cressey, 191 PP- 

84X54. $3.00. The Free Press, Glencoe, 
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FINANCE AND COMMERCE 


While general firmness continues to be displayed in 
home sections of stock-markets, business remains 
selective and highly specialized. Advantage has been 
taken of the strength of the gilt-edged market for a 
resumption of Colonial borrowing. Further corpora- 
tion borrowing is anticipated. 


Accountant Criticizes 


The directors of The Greyhound Racing Association 
Trust Ltd have recently been told by Mr R, Gordon 
Cummings, A.C.A., that the accounts issued by the 
company are, in his opinion, inadequate. We are 
reprinting the main part of the accounts this week. 
The circumstances that prompted Mr Cummings 
criticism are interesting. The accounts were accom 
panied by notice of a special resolution that thd 
200,000 of first preference capital should be repaid 
ving regard to the strong liquid position of the 
a and the group’. 
The accounts, it will be noted, do not give th 
group’s position, They provide the balance sheet of 
the main company, and a consolidation of its sub 






















o> 


being given separately. There may be some reason 
which is considered adequate for publishing the 
accounts in this way, but the fact remains that share 
holders have three balance sheets to take into accoun 

Mr Cummings spoke at the meeting as a proxy 
holder. In a subsequent letter to the Press he expres 
sed his appreciation of this ‘liberal, unusual and 
generous interpretation of Section 136 (1) of the 
Companies Act as a non-member acting as the 
“voice” of members’. The point he put forward was 
that the board should go much further than repaying 
the first preference. They should, he said, also repay 
at least one-half and even three-quarters of the 
second preference. 


No Consolidation 


] : e Companies 
Act and it was quickly apparent at the pester he 


chartered accountant. The remainder were very 
surprised at and interested in the full facts.’ 

Mr Cummings gave his computation of the 
consolidated liquid strength on which he based his 
proposals. Excluding the Harringay figures for 
simplicity, but including British Government securi- 
ties under other investments, current assets at end- 
March were in round figures: parent, £470,000 and 
subsidiaries, £ 1,017,000, making a total of £1,487,000. 
Adding sinking fund, life and other insurances at or 
near their surrender value, of £287,000, liquid or 


near-liquid assets amount to £1,774,000. He excluded \ 


trade investments which are mostly holdings in other 
greyhound companies. R 


Will Be Considered 
Against this total he put £590,000 for liabilities. 
These included future tax £61,800, deferred repairs 
£76,600 and unclaimed tote dividends £219,000. 
The chairman has apparently indicated that it is 
unlikely the greater part of these dividends will ever 
have to be paid. f 
The surplus, Mr Cummings stated, was thus 
£1,184,000, or £184,000 more than the two preference 
issues. He admitted that his figure includes the 
insurances but against this he took account of future 

tax and the unclaimed tote dividends. 


These figures, he claimed, make an indisputable < 


case from the ordinary shareholders’ standpoint for 
the repayment of a substantial part of the 8 per cent 
preference. The liquid assets, he added, are earning 
nothing or very much less than 8 per cent. 

The chairman has indicated, Mr Cummings states, 
that following this representation from a qualified 
accountant, the idea will be considered. 


Tax Query 

Incidentally, it is interesting to note that such. a 
large amount has remained in the totalizator in 
unclaimed dividends. As might be expected, the 
Inland Revenue has cast its eye on this possible 
source of revenue and contends that for taxation 
purposes, unclaimed totalizator dividends should be 
treated as trading receipts six years after they arise 
notwithstanding, the note to the balance sheet item 
points out, the continued obligation to pay these 
dividends. It is not surprising also that the company 
is resisting the Inland Revenue’s contention. 


Money Market 






Nj 


Applications for Treasury Bills on August 218t 
totalled £358,175,000. The whole of the £270 
million of Bills offered was allotted and the market, 
maintaining the bid at £99 Be ad, received 67 per 
cent of requirements. The average discount rate 
was £2 7s 4:25d and this week the offer is raised to 
£280 million. 
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THE GREYHOUND RACING ASSOCIATION TRUST LIMITED 
AND SUBSIDIARY COMPANIES 
Consolidated Profit and Loss and Appropriation Account for the yaar ended March Sixt, 1953 





Trading Profit of the Group (Note D 
Add Dividends and Interest: 
Trade ai 
Other .. w 


Increase In value of Sinking Fund and other Insurances 
Profit on realization of Fixed Assets 


e DÉI DÉI oe oe oe 





Deduct Proviston for Taxation on Profits for the year (Note 2): | 

r Profits Tax (other than In respect of Dividends of the Holding Company charged 

below ne a Kë SS Dë Gë aie Sg wël Ss ae 

Income Tax 1953-54 (as reduced by £13,459 tax on expenditure charge to Deferred 
Repairs — [952-53 1,133) sts us te SS 

Current Income Tax payable, less recoverable 









NET TRADING PROFIT AND INCOME OF THE GROUP FOR THE YEAR 
Add Loss less Profits carried forward by Subsidiaries as Ke E 
Less Provision by Holding Company against its share of che Loss 


H 


NET TRADING PROFIT AND INCOME OF THE HOLDING COMPANY FOR 


Add Taxation and other Provisions in the Group no longer required (Note $3) 
Less Written off Holding Company's Trade Investments . . a 


Less Net dividends payable therefrom to outside shareholders .. 
Retained 


Deduct Net Dividends for the year: 
Preference Stocks .. ae ày eg . ve 
Proposed Dividend on Ordinary Stock ., . 


Profits Tax In respect thereof 


Transfer to General Reserve 


Add Balance brought forward from pravious year 
BALANCE CARRIED TO BALANCE SHEET 


19, bk 
LL The following have been deducted In arriving = SE 
at the Trading Profit of the Group (£95,389): 
SÉ 4 D 
Provisions for Deprectation and Amortizati T 61,851 9, 
bh Loss (1951-52 Profit) of Harringay Arena f ae 
Ltd before charging Deprectation lincluded 
above) and Interest payable .. ee s% 8,338 (7,919) 
Interest payable .. 00L, OO Noon 1,808 1,825 
Non-recurring Loss D 43 Se Sé 15,500 L 
Provision against an unquoted Investment E 8,000 — 
Provision against Premium on Shares In Sub. 
sidtarles së we Vi Ss de 10,929 10,593 
Remuneration of Directors of the Holding 
Company: 
Other Emoluments. loss Provision for Pension y Kam E 
el made In previous years |. sa 13,886 21,536 
Directors’ Expense Allowances for the 
three years ended March Jisu 1952, have Twation 
ines been assessed, to United Kingdom Rating 
aun to the oxtent of £300 per Contingindas 
er.. 
£125,562 £91,260 
egenen 





























Year ended Year ended 
March 31st, 1953, March Bist, 1952 
S S 95,389 169,880 
12,658 13,172 
25i 16,667 
ee 34,879 nee 29,839 
8,436 7,060 
8,736 1,966 
147,440 208,745 
7,800 12,650 
62,530 
$1,400 62,530 
—— 98,294 108,772 
49,146 99,973 
20,687 4,687 
14,979 3,607 
5,708 1,080 
298 486 
5,410 et 594 
54,556 100,567 
732, 12,871 
178,084 pas 
554,395 12,871 
345 
er 
Dee 5,175 
BAE um STI pa 
349,285 108,263 
40,950 
aie 26 
31000 24,000 - 
Ze 17,000 ` 
See 348,925 e 108,200 
63 
98,887 98,824 
$ £99,247 £98,887 


a e cia ae t i zm richte Lë for 1981-52 1 shown 
truer comparison, t 
Hae ee for che: Gi ee relief thereon which has been 
ed as current Income-tax, 


, : as follows: | 
3. Taxation and other Provisions no longer reguired are 


i 
Company SECHS Toe! 











. 413,674 618,881 
e 20 13674 geän 
w keg m 47000 47,000 
oe 10,405 41,324 21,729 
£215,612 £516,867 £732,479 

FRANCIS S. GENTLE) 


+ 
BRABAZON OF TARA 


4 
3 
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Sale of Land Finally the plaintiff 
: a plaintiff informed the defen 
cae Ee w CC e Conolly owed the agreement would be regarded as at a Se a 
that the defendent whe uld SE correspondence for the sum of £217 10s od. i 
a EE EE Ee SE a piece of land Finnemore, J., held that the agreement was not 
Blomus Fae ine ie d not implement his one for the sale of land, but for the discharge of a 
tact; allowed hee SC Ting into a formal con- debt. As the defendant had not fulfilled the agree- 
For neal: fro pace D Ee SR Ee ment within a reasonable time, the plaintiff was 
contract for the transfer of the land, whee Se Së ZG Ehe HE 


Letters t i 
i mast be authenticated by the name and add ess of the writer, not necessarily for publication. 
Editor not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘Gifts P , ; ; S 
nter Vivos pce or in purchasing stock for redemption on the 
ay ee os August Ist on a change of Siac a jim providing it can be purchased below that 
May I Ee n of inter vivos gifts. In either event the whole of the sum set aside for 
wife three years beh aT Ge Property (made toa sinking fund purposes has to be spent in the acquisi- 
husband) has to be GE Sc ZE ber fon of stock and no question of any profit arises if, 
e body of the af is quite frequent, stock is purchased on th k 
estate for the purpose of estate duty? May I further aft a EE p GEN 
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inquire whether the whole of the du 
r i ty at the ‘ - 
SEN oe as by the donee? ear London, WC2. ae Caer HERIN GTON 
id questions are in the affirma- | 
tive it would seem that if one were to receive a gift Cheque Endorsement 


of money (or property) from Id ae a gH 
would be vitali n an elderly millionaire it A ` : 
et operant of ames depen wt ie Neo corners, onthe, co 

ibility of the death wich the bank J hich has puzzled me Perhaps’ yoni readers EC be 


terested in the problem. 


of one’s benefactor! Tos 
g pend the money o 
Cruise would $ ney on a world ; ` 
‘oro he imprudent in the extreme! „i, When a cheque bering the usual zeceipt form on 
7: G.H.C c@ormpletion of the form over a 2d stamp where the 
SE ammount is over £2. By what right does he do this? 


[Wives of donors are within 
Me SEN the ing c 
With inter vivos gifts. The vulnerable m tod ne oa urely the normal endorsement anywhere on the 
en ie o Period is five, back of the cheque is all he can legally require in the 
Ser e (ac of a cheque drawn to order. And yet a cheque so 
consists of a macnn’ pe oh the gift. Where the gift § dorsed was recently returned to me as EE 
ty holding of shares in a private Ohy ‘signature over a 2d stamp’. 


company of which i GI 
to impose Ste GE control, the Revenue Was this an ‘unconditional order in writing’? 
which the estate duty might wot Valuation, under Yours faithfull 
of the shares, ~ Editor Se exceed the market value F A M. ~ 
kb [$ur contributor writes: The Bills of Exchange 
Deben ct defines the bill of exchange, of which the cheque 
ture Redemption i$ a specialized form, and one of its requirements is 


hat the order embodied in it should be unconditional. 


I have been deali . h : 
hil lars debenture redemptions } is customer: the banker (i.e. the banker on aoe i 
wale trust d S heque is drawn) is not in privity of contract with the 
I have had der vary in detail, all those P ayee of the cheque, and owes a duty only to the drawer, 

his i hes identical on one point, ‘S out his instructions. 
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this kind of receipt-endorsement cheque to sign the 
bank’s form of indemnity. 

The cases have usually turned on whether the order 
has been expressed to be conditional ~ e.g. ‘Pay L, U. 
Sidate the sum of £10, provided the receipt form 
hereon is duly signed and stamped’. A nice point 
might arise on the cheque mentioned in ‘F. O. M.’s’ 
letter, which presumably bore no condition on its 
face and was therefore, prima facie, a genuine cheque, 
but the return of which by the paying bank might be 
taken to show that, in fact, there was a condition 
attached. But the point could not be taken as betwee 
‘F. O. MI and the paying bank, who owe him no duty 
to pay the instrument. 

The collecting banker who handles a condition# 
order knows the possible danger to himself, but is, 









































his proper function so to advise his customer. 
8 any case, so far as the completion of the receit 
is concerned, the payee is merely being compelled g 
do what he may properly be called upon to do separately 
— render a stamped receipt. So, far from there being ffa 
substantial cause of complaint, the payee may be sech 
a postage stampl] 


An Accountants’ Christian Fellowship 
Proposed d 


and support of your readers in regard to the fo 
tion of an Accountants’ Christian Fellowship. 
There are many sound reasons for the existendike 
of such a fellowship, reasons which would apply t 
any body of Christians who desire more effective] 
to extend the Kingdom of God. There is one reasor 
however, which I think applies more particular 
to the accountancy profession than to any other, an 
it is this: since our profession has a large movin 
EC many members of which never get 
ow each other or anybody else really well, 
Christian fellowship Ser provide the machinery fi 
putting itinerant accountants, who might care ti 
avail themselves of it, into touch with one anothd 
with the least possible delay; thus the lonely witned 
of individuals might be immeasurably strengthened 


fellowship should include all members of the accoun: 
ancy profession, irrespective of the body to whic 
they may belong. 

Would any readers who are interested please H 
good enough to communicate with me, so that I ma 
have some idea of the support available in the eve 


of further action. y f 
Yours faithfully, 
Wembley Park, Middlesex. BRUCE JONES, 
[We shall be glad to forward to Mr 
this subject which readers may like SE KEE 
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Smoking in Examination Rooms 


Sm, — I should be interested to hear other readers’ 
views on the above subject. E 

‘As a non-smoker I have no personal axe to grind, 
but I think it is very unfair that persons who are in 
the habit of smoking should be deprived of the 
advantage of being able to smoke a cigarette just at 
the particular time when most benefit would be 
gained from it. In my own experience, it is at times 
when things are going badly that the smoker is most 
likely to want to ‘light up’ and also the time when the 
fact that he cannot do so will react most adversely 
on him. l 

Perhaps the percentage of passes would not take 
a sudden upward bound but at least it would take 
away some of the discomfort of the examination if 


smoking was permitted. Yours faithfully, 
Enfield, Middlesex, H. HAIGH. 


Accounting for Inflation : 

Sm, ~ The letter from Mr T. R. Johnston (published 
under the above heading in your issue of July 11th) 
contains some curious arithmetic. The result of the 
syenture quoted is certainly a profit of £200 in Réier 
of £s. Equally certainly it is not the equivalent of 
£(year 5) roo or £(year 1) 50 in terms of wor ar 
purchasing power. £200 profit in year 5 is equivalen: 
to £200 in units of purchasing power in year 5, 
‘though in the circumstances quoted it is the equiva- 
lent of £100 units of purchasing power in year ca 
I might add that I do not subscribe to Mr John- 
ston’s view of the attitude of the profession to this 


probi Yours faithfully, 
Madras, 2. - R. G. N. PRICE. 





Installation of a Stock Control System 


bers’ 
— I have been a roached by a firm of plum 
ean to Aves. a the installation of a simple 


a type 
contain 
were made direct to 
would be very large, 
of the advice notes 18 


information in one 
EE the ledger the number of postings 
but on the other hand analysis 
also a long process. I one 
i f your readers have any experience of a 
Eni ae business of this type and if they 
would care to pass the experience OD. 


Yours faithfully, , 
JUST STARTED. . 


Tyre Retreading: Costing System <a 
Sir, ~ I would appreciate the benefit of your readers” 
expe rience as to the installation of a costing Se 
for a tyre retreading factory. Reference to 3 text- 


on the subject would also be welcomed. 


Yours faithfully, A-C.A. 


a 
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NOTES AND NOTICES 


Personal 


Messrs Craston THOMSON & ALLISON, Chartered 
Accountants, of 234 West George Street, Glasgow, 
Ca, announce that they have assumed as a partner 
Mr JosepH WILLIAM SLOAN ALLISON, D.S.C., C.A. 
Mr ALLIson, who is the son of Mr JosEPH ALLISON, 
C.A., commenced his apprenticeship with Messrs 
MCcCLELLAND, Ker & Co, Chartered Accountants, 
Glasgow, prior to joining His Majesty’s Forces. On 
his return from Naval service he completed his 
training with them, but since qualifying has been a 
member of the staff of his present firm, 

Messrs Forrester, Boyp & Co, Chartered 
Accountants, of 26 South St Mary’s Gate, Grimsby, 
and of Louth, Scunthorpe and Brigg, announce the 
retirement of their senior partner, Mr ALFRED G. 
PEARSON, F.C.A., as from May jist, 1953. The 
practice will be carried on by the remaining partners 
under the same title as hitherto. 


Professional Note & 


Mr H. E. Jenkins, A.C.A., Chief Accountant of the 
West Midlands Division of the National Coal Board, 
has been appointed Secretary of the Division. 


Lord de L'Isle & Dudley, V.C., M.A., A.C.A. 


Lord de L’Isle and Dudley, v.C., M.A., A.C.A, H.M. 
Secretary of State for Air, has been appointed 
together with Lord Kenyon, J.P., D.L., by the Lords 
Commissioners of the Treasury as a trustee of the 
National Portrait Gallery. These appointments are 
in the place of the late Viscount Ullswater, G.C.B., 
and the late Sir Reginald Coupland, c.1.z, 


Excess Profits Levy 
SECTION 56, FINANCE ACT, 1952 
The following announcement has been made by the 
Treasury: 

The Treasury have certified under Section 56 of 
the Finance Act, 1952, as extended by Section 27 (3), 
Finance Act, 1953, that an increase in output over 
output at the normal rate of the following minerals is 
essential in the national interest: anhydrite, gypsum, 
pyrites, pitchblende, coal, fuller’s earth, sand and 
gravel, silica and moulding sands, chalk, limestone, 
marl, clay, brick earth, shale, and china stone 

This certificate follows a previous Treasury 
certificate under Section 56, Finance Act, 1952, 


covering certain metals, crude petroleum and 
asbestos. The metals covered were: chrome, cobalt, 
columbium, copper, gold, iron, lead, manganese, 
molybdenum, tantalum, tin, tungsten, vanadium and 
zine. 

If a body corporate in the excess profits levy period 
makes profits from an output exceeding its normal 
rate of output in its trade or business of mining any 
of these metals, getting crude petroleum from oil 
wells, or winning from a natural deposit of a wasting 
nature any of the minerals which are covered by the 
Treasury certificate, it may, by giving written notice 
to its Inspector of Taxes before the end of 1954, 
claim a measure of relief from excess profits levy on 
the basis laid down by Section 56, Finance Act, 1952, 
in respect of the normal rate of profit on the additional 
output. 

Treagury regulations are to be made for carrying 
Section 56, as extended, into effect and for determin- 
ing what is to be taken as the normal rate of profit 
and the extent of any additional output. 


Census of Distribution Results 


The first census of distribution and other services 
Di Great Britain was taken by the Board of Trade in 
1951, and the results of the census in respect of retail 
and service trades have now been published.! 

The census covers Great Britain, excluding North- 
ern Ireland, the Isle of Man and the Channel Islands, 
and the main part of this first volume is taken up with 
tables of particulars of the retail and service establish- 
ments in the 368 towns of Great Britain having a 
population of 25,000 or more. For the largest towns 
information is given in full detail for more than 
eighty different kinds of business, and even for the 
smaller towns of between 25,000 and 50,000 inhabit- 
ants there are twenty-seven. headings, giving a useful 
outline of the retail and service facilities in the town. 

The area tables show that the provision of every- 
day services for the public is a full-time occupation 
for 2,400,000 persons, who are helped by nearly 
600,000 part-time workers, so that over 3 million 
persons in all are occupied or partly occupied in 
shops and other retail businesses, and in establish- 
ments such as restaurants, canteens, repair businesses 
and garages. 


1 Census of Distribution and Other Services, 1950. Vol I. 
Retail and Service Trades — Area Tables. H.M.S.O. 7s 6d 
net, 
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Incerporated Accountants’ South Wales and 
Monmouthshire District Society 


The annual report of the committee of the Incor- 
porated Accountants’ South Wales and Monmouth- 
shire District Society, presented at the Society’s 
recent fifty-eighth annual general meeting, records 
an active year during which a comprehensive pro- 
gramme of lecture meetings was held. The pro- 
gramme covered a wide field of subjects and three 
of the meetings took the form of group discussions, 
when problems encountered by members in con- 
nection with taxation and general points in practice 
were considered. 

The report shows that a pleasing number of the 
Society’s student members succeeded in the May 
and November 1952 examinations — fourteen passing 
the Final and twenty-one the Intermediate. 

The Society’s annual dinner took place last March, 
and was attended by a number of distinguished 
guests, while other social activities were two golf 
meetings — one held in the autumn and one in the 
apring. 

The officers of the Society for the year 1953-54 
have been elected as follows: 

President: Mr F. M. Forster, Saa A, (Newport). 

Vice-President: Mr W. W. Stanley, 4.5.4.4. (Cardiff), 

Hon. Secretary: Mr Tudor Davies, F.8.A.A., Andrews 
Buildings, 67 Queen Street, Cardiff. 


The Institute of Cost and Works Accountants 
AN EXAMINATION ACHIEVEMENT 


Last week we published the results of the June 1953 
Final examination of the Institute of Cost and Works 
Accountants, and in a ‘Weekly Note’ we mentioned 
that the First Place and ‘S. Laurence Gill’ Prize had 
been won by Mr James Fouldes, of Sheffield. Our 
attention has since been drawn to the fact that, only 
six months previously, in the December 1952 
examinations, Mr Fouldes was placed first in the 
Intermediate. 


Our Contemporaries 


Tae Accountants’ JournaL (Wellington.) (June.) 
‘Accountants Working Papers’ — Statement by the Council 
of the New Zealand Society of Accountants. 

THE AUSTRALIAN Accountant. (Melbourne.) (June.) 
‘Initial Depreciation Allowances’ by G. T. Webb, B.COM., 
ALA.B.A. 

Tuer Accountine Review. (New York.) (July.) 

Tas New York Cerpen PuBLIC ACCOUNTANT. (New 
York.) (August.) ` 

SECRETARIES CHRONICLE. (August.) 

LOCAL GOVERNMENT FINANCE, (August) 

Tue Banker. (August.) ‘How flexible is Monetary Policy?’ 

THE ACCOUNTANTS JOURNAL, (August.) 
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TWENTY-FIVE YEARS AGO 
From Uhe Accountant or SEPTEMBER IST, 1928 
The Money Market 
Norz.—The figures for the preceding Wednesday are given in the 
first column. 


WEDNESDAY, AUGUST a9, 1928 


Kä Ki Kä % 
Aug. 22 Aug. 29 Aug. 22 Aug. 29 
Bank Rate .. 4 2 months Bills 4}— 4 
Banks Dept, 2 2 3 months Bills AL A 4t—% 
Daily Loans 4#—-3$ 44—34 3 montha Bills A A AA 


Weekly Loans 34— 3 months Bills 4 4—4 


RATES OF EXCHANGE- 





Aug. 2a Aug. 2 Aug. 22 Aug. 29 
Paris .. 1. 124.22$ 124.27 Prague 163% 163 a 
New York .. 485} 4.8567 ienna + 34-42 34.42 
Montreal 4.853 4.84} WATAW: | vc 43.28 43t 
Berlin 20. i 20.35 Bombay .. 18 Sead 18 sad 
russels 34.09 34. R zd d 
Milan 92.67% 92.55% elei Sea 19 on 
12.10% 12.10} Share EN ae gid 280 
Berne 25.20 25.20 ghai .. 288łd as 8¢d 
Copenhagen .. 18.18% 18.188 | yore ian ` as oad 78 road 
Oslo .. 18.19  18.18¢ Paley Cees oad SEI 
Stockholm 18.13} 18.124 M. Video .. sold sotd 
Athens 375 375, | Rio... .. sd ` Säd 
Finland 192% 192% | Budapest .. 27.8 27.84 
Lisbon 1074 107% | Bukharest .. Toad 795 
Madrid 29.20 29.2141 Constantinople 941 932 


SEVENTY-FIVE YEARS AGO 
From Oe Atcountant or AUGUST 31ST, 1878 
A Note in Passing i 
The 87th Section 


The 87th section of the Bankruptcy Act is one 
around which many controversies have from time to 
time arisen. Some hold that its provisions should be 
interpreted rigidly, and that no debtor for more than 
£50 should be allowed to reduce his claim in order to 
come within their meaning. Others assert that the 
section is intended to prevent an execution from being 
levied for a sum larger than {50 for the reason that 
except for such a provision it would be possible for a 
large creditor. to seize all a debtor possessed, and s0 
leave the other creditors portionless. Hence, it is 
argued, if a creditor chooses to reduce his claim so as 
to bring it within the prescribed limit he has a perfect 
right to avail himself of the 87th section. That which 
imparts the “remarkable aspect” to the case of Mr. 
Page in re James B. King is the payment of the guinea 
(presumably by the debtor) which served so oppor- 
tunely to reduce the execution debt below £50. Of 
course anything like collusion between the execution 
creditor and the debtor could not be tolerated. 


MOTOR——FIRE— CONSEQUENTIAL LOSS 
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EXPORT CREDITS 


WO features of the financing of the export trade - export 

credits and export credit insurance-are of particular 

interest at the present time. The historical development 
of these aids to exporters is of some general interest, but their 
present position and future prospects are of even greater import- 
ance and it is on these aspects that the succeeding description 
mainly concentrates. 

Perhaps the four most significant factors in gaining export 
business nowadays are price, quality, delivery period and credit 
facilities available, and the last of these may not always be the 
least important. The granting of credit terms to overseas buyers 
is naturally enough linked with exchange control; and exporters 
who wish to grant credit terms to foreign customers must seek 
permission before so doing. In the early months of 1952, when the 
Government was greatly concerned both to reduce inflationary 
pressure at home and speculation against sterling abroad, the 
exchange control authorities began to impose severe restrictions 
on the credit facilities previously granted by British banks to 
overseas buyers. This procedure was tantamount to the speeding- 
up of payments for exports, particularly from the sterling area. 
That it met with a substantial measure of success is shown by the 
very favourable balance of payments returns for 1952 and the 
credit of £170 million achieved in that year was much greater 
than the changes in Britain’s visible trade, as shown in the trade 
accounts, would have led one to expect. 

Since the middle of 1952 a change has come over Britain’s 
export markets and overseas buyers have become much more 
discriminating as regards price, quality, delivery and credit terms. 
Some buyers of capital goods are now demanding extravagantly 
long credit facilities- up to four or five years in some cases. 
These would be quite impossible to grant under the policy laid 
down early in 1952 and it became apparent to the authorities 
that unless some relaxation of this policy was allowed export 
business would be lost. Accordingly, the PRESIDENT OF THE BOARD 
OF ‘TRADE announced during one of the Budget debates that the 
Government had recently reviewed exchange control policy in 
order to ensure that, subject to balance of payments considera- 
tions, no unnecessary obstacles are put in the way of exporters. 
As a result of this review exporters have been assured that they 
will be given greater freedom in granting credit terms to overseas 
buyers but they will still have to apply for the necessary per- 
mission. Most people will agree that if the capital market is able 
to provide funds for long periods on an economic basis there are 
obvious reasons why it should be allowed to do so. But it would 
be quite a different thing for the State to subsidize export credits. 
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So far, however, this has not seriously been 
considered. 

The granting of export credits naturally in- 
volves risks on the part of the exporter. There was 
always the risk that the importer might become 
insolvent. Nowadays, however, perhaps the 
greatest risk is that the exchange control autho- 
rities in the importing country will not grant the 
necessary currency to pay for the imports for 
which credit has already been given. Some form 
of insurance against such risks is therefore an 
obvious need and for twenty-five years now 
the Export -Credits Guarantee Department has 
attempted to meet this need. As time has elapsed 
export credit insurance in Britain has, to all 
intents and purposes, become a monopoly of the 
Government. British practice in this respect is 
at variance with that of most other countries. 
The Trade Indemnity Company, part of whose 
capital is held by some of the major insurance 
companies, concentrates almost entirely on the 
coverage of risks which arise from internal 
trading. The risks covered by this concern 
amounted to £600 million in 1952 and its total 
premium income to over £1 million. 

The E.C.G.D. has for some time declined to 
insure against the political and transfer risks run 
by exporters unless the would-be insurers also 
cover théir commercial risks with the department. 
It could be argued that this practice has permitted 
the E.C.G.D. to offer better terms and lower 
premiums than might otherwise have been 
possible; on the other hand, like all Government 
bodies, it operates by consultation and through 
committees and conferences. This method has 
its disadvantages as well as its benefits. In the 
case of the E.C.G.D., an advisory council which 
includes eminent bankers and businessmen is 
closely associated with the work and policy of 
the department. In a number of European 
countries the State and private enterprise combine 
in covering export credit risks. In some instances 
the division of labour takes the form of an 
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standard export credit policies are of the order of £ 
£400 million. In addition, there is an appreciable 
outstanding liability in respect of special policies. 
From the time of its inception in 1928 to the 
end of 1951, the department made profits 
amounting to over {11 million. But as the Board 
of Trade revealed in presenting a supplementary 
estimate in January last, heavy losses had been 
incurred in 1952. This was the first time thet the 
Treasury had openly been called upon to provide 
funds to meet such losses, the scale of which was 
surprising — the supplementary estimate being ~ 
for more than £14} million, ie. more than 
the total profits made in the first twenty-four 
years of the department’s existence. 
It is common knowledge that these losses have 
been the result of claims on policies accruing 
from trade with Brazil. For some years now 
Brazil’s shortage of sterling has been growing 
and during the past two years the Brazilian 
Government has denied importers the sterling 
necessary to pay for the goods already imported. 
The British exportets hit by these moves have 


‘made their claims against the E.C.G.D., to the 


tune of £15 million in 1952-53, and it looks as if 


. substantial claims will have to be met in the 


current financial year — in spite of the agreement“ 
just reached with Brazil. The operations of the 
department, in so far as Brazilian trade is con- 
cerned, have met with some criticism, When it 
became apparent in early 1951 that Brazilian 
importers were defaulting, the department raised 
its premium on Brazilian business from less than 
I per cent to 2 per cent. This had the effect of 
reducing business, but a temporary improvement , 
in Brazilian payments caused the rate to be 
brought down to its original level. This con- 
tinued until May of last year in spite of the 
obvious deterioration in Brazil’s balance of / 
payments position. At this point the department 
refused to underwrite any new business with 
Brazil. It is not unlikely that had the deterrent 
effect of higher premiums been used more freely 
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When the period in question is less than a year 
the amounts under (a) (ii) and under (b) (ii) and 
(b) (iii) are to be proportionately reduced. When 
the period exceeds a year, the amounts under 
(a) (ii) and under (b) (ii) and (b) (iti) are pro- 
portionately increased; the income and charges of 
another year of assessment are not brought into 
account. 

It needs to be stressed that the above compu- 
tation must be made exclusive of any Section 20 
adjustment. 

It also needs to be stressed on the other hand 
that if the subvention payment in question 
qualifies as a trading expense of the payer, it is 
- not necessarily as a trading expense of the 
corresponding period. 

Example: 
A. Ltd and B. Ltd have been ‘associated’ for some years. 


Their Case I computations for the periods shown are as 
follows (ignoring Section 20): 


£ 
A. Ltd. Profit for year to March 31st, 1954.. 5,000 
së » un IQ55.. 10,000 
B. Ltd. Loss for year to April 30th, 1954... 6,000° 


On November 1st, 1954, A. Ltd makes a subvention 
payment of £6,000 to B. Ltd in respect of the year to 
April 30th, 1954. The Inland Revenue direct that the year 
to March 31st, 1954, is A. Ltd’s corresponding period. 

Neither company has other income sources, capital 
allowances or 4 

Applying the Section 20 (3) limit, the £6,000 subvention 
payment is scaled down to £5,000, being the amount of 
A. Ltd’s surplus for its corresponding period, This £5,000 
is then treated as a trading receipt by B. Ltd on April 30th, 
1954, and an expense incurred by A. Ltd on the same day. 
It is accordingly applied in reduction of A. Ltd’s profit for 
the year to March 31st, 1955; reducing that profit from 
£10,000 to £5,000. It has no effect on the profit of the 
corresponding period. ; 


Section 20 (7) (a): Paying Company’s 
Accounting Period affecting two or more 
Tax Years 
It is the intention of Section 20 to give to the 
subvention-paying company relief once only in 
respect of a subvention payment. This will follow 
automatically where the ‘corresponding period’ 
of that company constitutes or forms part of an 
accounting period which forms the basis of assess- 
ment for one tax year only. In some circum- 
stances, however, this will not be the case. In the 
early years of a company’s business the profit of 
one accounting period may enter into the com- 
putation of assessments for more than one year. 
This will also happen where the accounting 
period covers more than twelve months. To 
prevent the company from obtaining a double 
(or possibly a treble) benefit, Section 20 (7) 
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requires an adjustment of the assessments for 
the years after the first i i 


‘as may be necessary to secure that (so far as may 
be) the aggregate amount of the assessments made 
on the company is reduced by an amount neither 
moore nor less than the subvention payment’. 


Example: $ ; 
A. Ltd began trading on July 6th, 1953. First accounts 
made up to July sth, 1954. Adjusted profit (before deducting 
subvention payment), £10,000. 

Ltd, before April 6th, 1956, makes a subvention pay- 
ment of {£1,000 to an associated company, B. Ltd, in respect 
of that company’s loss for the year ended July 5th, 1954. 
The requirements of Section 20 (other than Section 20 Zi 
being satisfied, A. Ltd’s adjusted profit (under Section 20) 
is accordingly £10,000—£1,000= £9,000. 

1953-54 assessment, £9,000 X 9/12ths= £6,750. 

This being the first year it is immune from adjustment 
under Section 20 (7). 

1954-55 assessment (before Section 20 (7) adjustment) 
(first full year’s trading), £9,000. 

To leave the 1954-55 assessment at £9,000 would mean 
a total relief for the subvention payment of £1,750, i.e. 

1953754, £750 + 1954-55, £1,000. 

The obvious Section 20°(7) adjustment is therefore to 

increase the 1954-55 assessment from £9,000 to £9,759. 


Section 20 (7) (b): Paying Company’s 
Accounting Period not affecting any Tax 
Year 
Section 20 (7) (6) deals with the converse case of 
the paying company’s corresponding period not 
forming the basis of assessment for any year. 
This normally arises where the company ceases 
trading shortly after the close of that period. 
Section 20 (7) directs ah adjustment in the terms 
already quoted, except that the adjustment is to 
be for the year next following the end of the 

period in question. 
Example: 
X. Ltd permanently ceases to trade on July sth, 1954. 


Adjusted profits (before allowing subvention payment) are 
aa follows: : £ 


Year ended April sth, 1953 .. 12,000 
"ww ” a we DÉI 10,000 
‘Three months ended July 5th, 1954 2,000 


Before it ceased trading, X. Ltd made a subvention pay- 
ment of £3,000 to an associated company, Y. Ltd, in respect 
of a loss incurred by Y. Ltd in the year to April sth, 1954. 
Consequently X: Ltd’s profit for that year is reduced by 
Section 20 from {10,000 to £7,000. However, the assess- 
ments are as follows: £ 


1953—54 receding year basis) 12,000 
1954-55 (Current year basis) 2,060 


Section 20 relief would normally be excluded since the 
year to April sth, 1954, does not form a basis period of any 
year. The Section 20 (7) (6) adjustment is confined to the 
tax year next following that period, Le. the year 1954-55. 
The obvious adjustment here then is to set off £2,000 of 
the £3,000 subvention payment against the £2,000 assess= 
ment for 1954-55. Relief in respect of the balance of £1,000 
is lost, although the payee company will normally bear tax 


on it. f 
(To be continued.) 
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LIGHT ON CO-OPERATIVES 


HE coveted privilege of limited liability 

is not the monopoly of companies regis- 

tered under the successive Companies 
Acts. The ubiquitous ‘co-operative society’, 
which enjoys the privilege (and includes the word 
‘limited’ in its name), does so by virtue of regis- 
tration under the Industrial and Provident 
Societies Act, 1893. That this Act provides a 
convenient, if lesser-known, means of limiting 
liability, is emphasized by the fact that of the 
6,000 odd societies in existence in Great Britain 
at the end of 1952, less than 1,300 were of the 
retail, wholesale, or productive types for which 
the legislative predecessor of the Act was origin- 
ally designed. This and a host of other interesting 
facts appear in Part 3 of the Report of the Regis- 
trar of Friendly Societies for 1952, just published.? 

The manner in which co-operative societies 
acquired their legislative name of ‘industrial and 
provident societies’ and came under the aegis of 
an official with such a title as the Registrar of 
Friendly Societies is an interesting piece of legal 
history which cannot be gone into here. This is 
one of the less spectacular branches of the law 
with which few are acquainted. 

The present issue of Part 3 of the Registrar’s 
report is the first to be published since 1937 and 
it roams at will over the intervening fifteen years. 
During that period the membership of co- 
operative supply societies of the familiar type 
increased from 7,746,000 to 10,887,000, their 
annual sales from {232 million to {702 million, 
and their share capital from £142 million to 
£224 million. At the same time, dividends on 
sales fell from an average of 1s 104d to 15 per £, 
and share interest from 3-5 to 2°7 per cent. 

As already stated, the above type of society is 
in the minority in numbers, if not in importance. 
At the end of 1952 there were 3,303 so-called 
‘business societies’, of which the majority were 
social clubs. There were also 668 land and 
housing societies, 11 general development soci- 
eties, and 1,107 agricultural and fishing societies. 

The total number of societies on the register 
might have been much higher but for the passing 
of the Prevention of Fraud (Investments) Acts, 
1939. It should not be assumed from the short 





1 H.M.S.O. Ar 6d net. 


title of this Act that the registrations would have 
been a fraud in the ordinary sense. The Act was 
dealing mainly with other matters but it took the 
opportunity of prohibiting the registration of 
societies which were neither ‘bona fide co-opera- 
tive societies’ nor carried on in some way for the 
benefit of the community. This step was taken 
because some astute promoters of investment and 
property trusts had discovered that by registering 
an industrial and provident society they could 
‘attract and use public money with fewer inhi- 
bitions than under the Companies Act’. The Act 
does not define ‘bona fide co-operative society’; 
but the Registrar does -in a memorandum, the 
definition portion of which is reproduced in the 
report.It certainly cuts down the statutory defi- 
nition of an industrial and provident society, 
which is ‘a society for carrying on any industries, 
businesses, or trades specified in or authorized by 
its rules, whether wholesale or retail, and includ- 
ing dealings of any description with land’. 

Like companies, industrial and provident 
societies are subject to provisions for official in- 
vestigation (called ‘inspections’), the Registrar 
taking the place of the Board of Trade. The 
report gives extensive accounts of three such in- 
spections. None of them concerned a society 
carrying on a trade; two were clubs and one a 
housing society. The reports of the individual 
inspectors make interesting reading on how 
societies ought and ought not to be run, with 
illuminating examples of insufficient audit. 

Five cases of defalcations by officials are dis- 
cussed in the report, but it is clear that these were 
not the only ones since they cover a total of only 
£22,000 odd, whereas the annual figure of defal- 
cations seems to be of this order. 

Industrial and provident societies share with 
companies a liability to make annual returns 
which are available for public inspection, That 
some societies find this a burden is emphasized 
by the 593 summonses taken out by the Registrar 
to enforce compliance. As with companies, non- 
compliance with this duty formed by far the most 
frequent offence against the regulations. Even so, 
for over 6,000 societies and fifteen-years, the figure 
of 593 really reflects credit on the general admin- 
istration of the sotieties. 
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IN-PATIENT COSTING IN HOSPITALS 


by J. C. DENYER, A.C.1.S., A.H.A. 
Lecturer in Hospital and Heaith Services at Croydon Polytechnic 


T first sight, in-patient costing appears a 
A simple affair; the layman might be excused 
who thought it was only a matter of 
dividing the total expenditure by the number of 
patient-days, to produce a cost per patient-day. In 
fact, the more closely it is investigated, the more 
complex it appears; but with the hospitals costing 
the country about {280 million in the financial 
year to March 1953, it is obvious that some 
advanced method of comparative costing is needed. 
Hospitals are unlike factories in many respects, 
and a strictly commercial standpoint cannot 
therefore be adopted. This is not to deny the 
intrinsic qualities of a commercial approach, but 
to emphasize the differences, where modifications 
must be made and margins allowed. 

The raw materials of a hospital are human 
beings, and the handling of them is by human 
beings. In many respects, to attempt the costing 
of such activities is like trying to cost the work of 
a professional man: the personal element is so 
strong that many allowances have to be made, 
and even then caution must be used in dealing 
with hard and fast figures. 


Departmental Costs 
One of the main stumbling blocks is the depart- 
mental aspect of hospitals; where in a business 
concern it may be possible to divide the accounts 
and run them on a departmental basis, this is 
extremely difficult in hospitals, where little direct 
costing can be made. 

All services in hospitals are shared between 
in-patients and out-patients; and X-ray, physio- 
therapy, and pathological services are not only 
provided for all patients, but nursing, portering, 
domestic labour (to quote common examples), are 
often shared between different departments and 
between in-patients and out-patients. The dis- 
pensing of drugs and medicines has only to be 
considered for one to realize the immensity of 
the detailed costing involved in attempting de- 
partmental costs. 

The reports of the Committee of Regional 
Hospital Board Treasurers, of the Nuffield Pro- 
vincial Hospitals Trust and King Edward’s 
Hospital Fund are now being considered: a 
common theme is the keeping of departmental 
accounts, which it is recognized must predomin- 
ate in any scheme of hospital costing. 

Problems involved in such*departmental cost- 


ing are so numerous that it is not proposed to 
deal with them here beyond mentioning their 
incidence and their importance. In the group of 
hospitals in which the writer is employed, two 
small-sized hospitals would be quite comparable, 
apart from the fact that contrary to expectation 
(or contrary to reason) one of the hospitals has an 
advanced physiotherapy department as big, if 
not bigger than can be found in hospitals twenty 
times its size. The other hospital of comparable 
size has a physiotherapy department which is 
more in keeping with its size. 

Exclusion of departmental costs to ascertain 
‘pure’ in-patient costing must obviously be the 
first consideration. The existing method of taking 
five out-patient attendances as equivalent to one 
in-patient day is both inaccurate and inadvisable. 


Necessary Statistics 

To obtain an in-patient costing it is necessary to 
know the average bed complement, i.e. regardless 
of whether all the beds are staffed. This figure 
must be taken into account, for example, where 
a hospital may be supporting half of its number 
of beds because of the inability to find staff, and 
while feeding and staff costs will not arise, there 
are almost certain to be items of maintenance of 
buildings for the empty beds. 

Secondly, the average daily number of staffed 
beds will be reflective of the maximum bed 
occupancy that can be achieved; and thirdly, 
the average daily number of occupied beds, being 


the actual patient costs. 


Then, the average percentage occupation of 
available staffed beds will be a weighted figure 
representing the usage made of the staffed beds. 

Lastly is required the ‘turnover’, or the number 
of cases per bed in the course of a year, and for ` 
this figure may be taken the average number of 
discharges and deaths per occupied bed. This 
figure is important, for while the total costs of 
one hospital may be higher than those of another 
hospital, if the first hospital has a greater turn- 
over of patients, the overall cost of treating each 
patient might be lower than in the second hospital. 

These figures by themselves might be sufficient 
for a small-sized hospital of under 100 beds, but 
for a larger multi-purpose hospital it is necessary 
to go further in the statistical requirements. For 
example, there may be a maternity ward where 
the average stay is about ten days, which 
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contrasts with the average stay in a chronic sick 
ward of six months. It is necessary, therefore, to 
obtain the various weightings (i.e. number of 


patients, and the average stay per patient) to the 


different in-patient departments or wards of a 
hospital, which for purposes of approximation 
might be maternity, tuberculosis, mental, chronic, 
medical, and surgical departments. 


Bed Occupancy 

The extent to which a high bed occupancy is 
maintained will tend to reduce the cost per 
patient-day, and it is fatally easy to deduce from 
the comparative statistics that a hospital should 
have a higher bed occupancy than it in fact has, 
when making endeavours to reduce its average 
in-patient cost. 

The following are some of the reasons which 
affect bed occupancy, and which have to be 


taken into account when considering this import- ` 


ant figure: 

The allocation of beds to various specialities 
may in itself be a stumbling block to high bed 
occupancy: beds may lie empty. in one specialist 
ward, and there is no power by which they can be 
filled by patients of another speciality. Strict bed 
allocations are administratively tidy but may 
seriously reduce bed occupancy. 

Faulty allocation of beds may mean that too 
many beds are given to (say) medical patients, 
while too few are allocated to surgical cases. 

Where strict allocations are adhered to, the 
continued sickness or annual leave of certain con- 
sultants may reduce the occupancy. The 1949 
optimism of the Ministry, whereby it was left to 
specialists to provide their own locum tenens has 
not worked out in practice. 

Administrative control, whether it be by a lay or 
a medical administrator, needs some system, such as 
the bed-board, as advocated by the King Edward’s 
Fund in its report on medical records made in 1948. 

The method of filling beds will depend to a 


great extent on the co-operation of the medical. 


staff. For example, where the discharge of a patient 
can be forecast — even if it be only one or two days 
ahead, and this is quite possible for most surgical 
cases ~ then the easier it is to call in another patient 
to keep the bed occupied. 

While it is undesirable on social grounds that 
patients should be given insufficient notice of the 
availability of beds, medical patients can be 
admitted on a telegraphic notification, and separate 
hospital waiting lists can be kept of patients who 
are on the telephone and who agree to come into 
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The extent to which bed occupancy is lost by 
wards being in quarantine owing .to infectious 
disease: this has particular reference to children’s 

- wards, and it may be worth spending money on 
additional partitioning if in the medical opinion it 
` would reduce the incidence of quarantine. 

Some allocations of beds cannot be used con- 
tinuously. Thus, where tonsil operations are per- 
formed by the guillotine method, the beds avail- 
able might only be used for an overnight stay for 
patients who are operated on, at sessions held 
perhaps twice a week. Similarly, a sick-staff ward 
must be of a sufficient size to take the maximum 
number of sick staff, and yet it may be half empty 
for most of the year. 


Operations 

While the number of cases treated must be con- 
sidered equally with the average bed occupancy, 
from a medical point of view there may be yet 
another aspect to consider. One patient may 
require a major operation which takes about two 
hours to perform, while several patients might be 
treated in the same time where only minor 
operations are performed. 

The major operative case may need six times 
as long a stay in hospital as most minor opera- 
tions, and it might, therefore, be asserted that the 
number of major, intermediate, and minor opera- 
tions performed should also be taken into account. 

While it is not suggested here that costing 
should be further modified by this consideration, 
it is mentioned because it is a factor which is 
important in its effect on ‘turnover’ of patients. 
As an illustration of the difficulty of giving effect 
to any figures of operations, the writer has had a 
surgeon’s opinion that the lists of operations 
classified as major, intermediate, and minor, in 
the Pay Bed Regulations (1953) are far from how 
he would classify them. Some of those listed as 
minor, he says, may be-—or become — major 
ones, and some of those included as major are 
in practice quite minor! 


Action 

What action can be taken to increase bed occu- 
pancy or ‘turnover’ figures? Some administrative 
steps can be taken by the committee of manage- 
ment, but where it is so closely concerned with 
the care and treatment of patients, it becomes a 
medical matter, which makes it a very delicate 
matter when it comes to taking action. 

It is evident that there is need for close liaison 
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THE PROVINCIAL ACCOUNTANT-~—II 
AS BOOK-KEEPER 
by JOHN UNETT, A.C.A. 


T might not be easy to start a book-keeping 

bureau from scratch because one of the 

essentials would be that those in charge 
should be well known in their locality both for 
integrity and competence. But the established 
practice is in itself a guarantee, and it would 
not be so difficult to build up such a service on a 
foundation of that kind. Indeed, I see no reason 
why, in years to come, most of the day-to-day 
book-keeping of small businesses should not be 
in the hands of professional book-keepers. 

From the practical point of view too it would be 
easier. Offices, for instance, could be set aside in 
part of the firm’s premises. Staff could be loaned- 
from the firm as required, or alternatively, 
transferred to the new undertaking and kept 
occupied by audit work, or normal accounting 
work passed on from the existing practice. Once 
it got going, I have an idea that it would be like 
a snowball rolling down a hill. We already have 
secretarial services and typewriting agencies. In 
time we may have book-keeping bureaux which 
` will look after all the work in a district; all the 
work, that is to say, that is small enough to be 
handled by such a bureau. 

There will be a limit to the fee that a client 
will pay. Roughly it will be the wages of a first- 
class accountant and one or two clerks. A 
business is not poing to employ an outside firm 
if for the same fee it can have a staff of its own. 
In other words, the bureau must offer its services 
cheaper than they can. be obtained in the open 
market. 

When a business is SE this question of 
costs the fee is not the only matter to be taken 
into account. It is important to bear in mind the 
considerable advantages in employing such a 
bureau. No worry about illness, for instance. 
Often a small business is crippled because its 
only clerk, or one of two, goes ill. His or her work 
is left simply because there is no alternative. 
Of course the staff of a book- -keeping bureau 
will also fall ill now and then, but it should be 
large enough for the work to continue without 
interruption. The same situation arises over 
holidays. As far as the client is concerned he has 
a permanent book-keeping staff that never n 
a holiday and never goes sick. Nor 





Mr Unett’s article ‘The provinciak acco 
adviser’ was published in our last iss 









leave to get married, or move to another job at 
a better wage. It never grows old; will never need 
a pension; has no sick relatives and no personal 
problems. The fee is inclusive: all risks are carried 
by the bureau. 

But the most valuable part about such a scheme 
from the client’s point of view is that he has at his 
disposal experience that he could never afford , 
in the ordinary way. For a fee of a few guineas 
he can obtain the advice of a {1,000 a year man. 
It is ‘true that he can at present consult his 
accountant without having to hand over control 
of all his accounting, but the advice that the 
accountant is able to give will be more valuable 
if he is, in fact, chief accountant of that business 
watching it every day, intimately in touch with 
all its problems and plans. 

This is service of a kind that has never been © 
offered to the small man. He has stumbled along 
employing a series of girls just left school, many 
of whom only stay a few months because they 
cannot stand it any longer. The firm’s system 
is muddled because everyone who touches it is 
an amateur. It is unreliable, too elaborate, and 
always in arrears. 

From the accountant’s point of view the task 
resolves itself into one of organization. As far 
as possible he will standardize everything, 
particularly ledgers and day-books. Mechanical 
aids will be indispensable, and care will have to 
be taken that documents from different clients 
do not become mixed. It needs care, but it is not 
difficult. 

The most important factor is speed. The client 
must be able to get in touch immediately with 
someone who can answer his question. The 
service offered must be not only better than he - 
could obtain from a staff of his own but far, far 
better. The work must always be up to date. 
Excuses should not be tolerated because there 
should be nothing to excuse. At the end of a 
client’s financial year it should only be a matter 
of hours before the accounts are in draft. Then 
indeed the accountant can act as adviser with 
all the figures before him fresh and crisp from 
the bureau. 

To achieve that is not easy. It demands not 
only close, but constant attention. But on it 
depends success. 


(To be concluded. ) 
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ORGANIZATION AND ACTIVITIES 
OF THE ACCOUNTING PROFESSION 
IN THE UNITED STATES-II 


by JOHN L. CAREY 
Executive Director, American Institute of Accountants 


EVOLUTION OF PROFESSIONAL 
` STANDARDS 


Accounting Principles 
Prior to 1930, committees of the American Institute 
of Accountants and other professional accounting 
societies had from time to time made pronounce- 
ments on various questions of accounting principle, 
but the pronouncements were fragmentary, sporadic, 
and frequently little heeded. Progress was left 
largely to the trial-and-error method. University 
professors of accounting, however, were vocal in 
the demand for some effort on the part of the profes- 
sion to develop an integrated body of accounting 
principles. This demand was sharpened by the stock- 
market crash in 1929, as a result of which public 


attention was directed by many critics to inadequacies ' 


of published financial statements of many corpora- 
tions. The New York Stock Exchange requested the 
American Institute of Accountants to appoint a 
committee to work with it towards improvement of 
financial reporting. A correspondence ensued which 
resulted in the statement of five basic principles of 
accounting, and the development of a standard form 
of independent auditor’s report or certificate. At 
that time, the Stock Exchange first required the sub- 
mission of independently audited financial state- 
ments by all listed companies. In 1933 and 1934 the 
Securities Act and the Securities Ex e Act were 
passed by Congress, the latter Act providing for the 
creation of a Securities'and Exchange Commission 
with power to require submission of financial state- 
ments by registered companies, to require inde- 
pendent audits of such financial statements, and to 
suspend or expel accountants from practice before 
the Commission for unprofessional conduct. This 
legislation also imposed heavy potential financial 
liabilities on accountants certifying statements filed 
with the Commission. The Institute immediately 
developed co-operative relations with the Commis- 
sion and its chief accountant. Most of the S.E.C.’s 
accounting policies, usually enunciated in the form 
of opinions of the chief accountant of S.E.C., have 
been developed after consultation with committees 
of the Institute. 

The feeling grew stronger that the accounting 
profession itself should take the lead in enunciating 
general principles of accounting, rather than leaving 
The second part of an address delivered on July 14th, 1953, 
at the summer course of The Institute of 
Accountants in England and Wales, held at Christ Church, 
Oxford. The first part was reproduced in last week’s issue. 





this task to a government agency, and the Securities 
and Exchange Commission indicated its willingness 
in general to follow any lead which the Institute 
might give. Accordingly, it was decided about 1938; 
to organize a committee on accounting procedure of 
the Institute, consisting of about twenty members 
fully representative of the profession, and including 
teachers as well as practitioners, whose duty it would 
be to issue bulletins indicating the committee’s 
opinions as to the more desirable accounting prac- 
tices in controversial areas. At the same time, a 
research director was employed to assist the com- 
mittee in its work. The result to date has been 
publication of forty-two Accounting Research Bulle- 
tins on a wide variety of topics, including several on 
accounting terminology. For the past two years, the 
committee has been. engaged in consolidating and 
restating the bulletins: dealing with accounting pro- 
cedures An a single document, which is expected. to 
be published in the summer of 19531. The terminology 
bulletins will be restated in a separate booklet, 
expected to be ready this fall.” 

The pronouncements of the committee, in its 
Accounting Research Bulletins, have had a very wide 
influence'on corporate practice. With few exceptions, 
the S.E.C. has enforced opinions of the committee. 
Bankers have also become aware of these pronounce- 
ments and they are followed generally in statements 
submitted for credit purposes. 


Auditing Procedures ` : 
The effort to develop a rational and inclusive state- 
ment of auditing procedures began even earlier. In 
-1917 the Federal Trade Commission requested the 
American Institute of Accountants to write up the 
approved methods for preparation of balance sheets 
as an aid in improvement of statements submitted for 
credit purposes. The statement prepared by the 
Institute, which was published by.the Federal Re- 
serve Board, included many essential audit steps. 
Comprehensive revision of this ‘bulletin was under- 
taken in 1929 and again in 1936, when it was issued 
by the Institute itself under the title of Examination 
of Financial Statements by Independent Public Account- 
ants. This version outlined m fairly general terms 
the principal audit steps normally necessary in the 
examination of a typical manufacturing enterprise to 

ermit the expression of opinion, or certification -of 
Palance sheet and income statement by a C.P.A. 
1 Now published. See, The Accountant of August agth 1953, 
D. 242. s waht oar SEI ua 
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Naturally, the necessity for judgment and dis- 
crimination in applying the recommended pro- 
cedures to any individual case were adequately 
emphasized. 

In 1938 the Wee McKesson & Robbins fraud 
was discovered, and was followed by a wave of 
publicity throughout the United States in which 
existing auditing procedures were widely, and it is 
only fair to say also, loosely criticized. The Securities 
and Exchange Commission made an extensive in- 
vestigation of the audit procedures followed by the 
independent auditors of McKesson & Robbins and 
concluded that they had not failed to conform with 
then existing audit standards. It seemed clearly 
desirable, however, that re-examination of existing 
standards should be undertaken, and a committee 
of the Institute laboured long and hard at this task. 
The result was the publication of Extensions of 
Auditing Procedure, which, for the first time, recom- 
mended as standard audit procedure the observation 
of physical inventories and direct confirmation of 
receivables as an essential to the certification of 
financial statements. 
later approved by the Council of the Institute and 
adopted by the members assembled in annual 
meeting. 

Subsequently, the Committee on Auditing Pro- 
cedure of the Institute issued a number of state- 
ments on auditing procedure and a number of case 
studies illustrating the application of procedures to 
specific situations. A statement of auditing standards 
was also developed. Altogether, twenty-four State- 
ments on Auditing Procedure have been issued. > 

In 1947 the Committee on Auditing Procedure 
issued its now famous statement No. 23, which 
recommended that an independent auditor, in any 
report ‘to which his name was attached in conjunc- 
tion with financial statements, either express an 
opinion on the fairness of the financial statements 
(i.e. certify), with or without exceptions as might be 
permitted; of, if his examination had been insufficient 
to justify the expression of an opinion, or if for 
other ‘reasons, he must withhold an opinion, state 
clearly that he was- unable to express such opinion 
(certify) and the reason why. 

This bulletin excited a lively debate. within the 
profession, but at the conclusion of two years of 
discussion, it was approved by the Council and be 
the membership assembled in annual meeting i in 
1949. 

In order to present all these developments in an 
orderly and understandable manner to bankers and 
other interested segments of the public, the Institute 
in 1950 aaa a pamphlet entitled Audits by 
Certified Public Accountants, generally known as the 
‘Red Book’, and withdrew from circulation the 
earlier bulletin Examination of Financial Statements 

Independent Public Accountants. 

A copy of Audits by Certified Public Accountants is 
being sent to every thartered accountant enrolled 
in the 1953 summer course for general information. 
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The Committee on Auditing Procedure has also 
codified all its earlier statements, which were pub- 
lished in 1951 in a single pamphlet under the title 
Codification of Statements on Auditing Procedure. 


Professional Ethics 


Since 1917 the American Institute of Accountants 
has published rules of professional conduct (prior 
to that time a few basic rules were ineorporated in 
the by-laws). They have been amended frequently 
and additions have been made from time to time. 
At present there are sixteen rules which may be 
summarized as follows: 


Professional attitude 
1. Firm name, style, and description must be” 

appropriate. 

2. Practice as a corporation is forbidden. 

3. Occupations incompatible with public accounting . 
are prohibited. ` 

4. Members in practice but also engaged in other 

related occupations must also observe rules of 
conduct in such occupations. 

. Advertising is prohibited. 

. Solicitation is prohibited. 

. Institute members must observe the rules of 
states, where they exist, on competitive bidding. 
8. Offers of employment to employees of other 

accountants are prohibited, 

EE of clients 

1. Confidential relationship with client must not be 
violated. ` 

2. Splitting ‘fees with, or paying commissions to, 
laity is prohibited, 

3. Member may not permit another to use his name 
except his partners and employees. 

4: Member may not sign work prepared by others 
than his own associates or other accredited 
accountants. 

Confidence of third parties . 

t. In certifying statements, members must conform 
with generally . ‘accepted accounting and auditing 
standards, 

2. Contingent fees (fees depénding on the account- 

ants’ findings or the results thereof) in con- 
junction with audit work are prohibited. 

‘3. Members must not vouch for the accuracy of 
forecasts of earnings. 

4. Member may not express opinion on financial 
statements of an enterprise financed by public 
distribution of securities if he, or one of his 
immediate family, has a substantial financial 
interest in the enterprise; if the enterprise is not 
publicly financed but the statements are used as 

_ basis of credit, he may not express an opinion 
unless in his report he discloses any substantial 
financial interest which he, or his family, may 
have in that enterprise. 

The most important ethical concept, of course, 
is that of independence. This is nothing new. The. 
basic concept was brought over to the United States 
by the English and Scottish chartered accountants 
in the late nineteenth century ; 

But in earlier years independence was considered as 
generally synonymous with integrity and honesty - 
a quality that would assure the telling of mie truth. 
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In the past twenty years, in the United States, due 
largely to the influence of the Securities and Ex- 
change Commission, there has been a tendency to 
develop objective standards of independence — that 
is, to define circumstances in which independence 
may be presumed to be impaired. (This matter will 
be discussed further under ‘Conflicts and problems’.) 
While the word ‘independence’ is not used in the 
American Institute’s rules, it is clear that a number 
of the rules are designed to buttress independence. 
Most important is Rule 5, which reads as follows: 
‘(5) In expressing an opinion on representations 
in financial statements which he has examined, a 
member may be held guilty of an act discreditable 
to the profession if; 

(a) he fails to disclose a material fact known to 
him which is not disclosed in the financial 
statements but disclosure of which is neces- 
sary to make the financial statements not mis- 
leading; or 

(5) he fails to report any material mis-statement 
known to him to appear in the financial state- 
ment; or 

(c) he is materially negligent in the conduct of his 
examination or in making his report thereon; 


or 

(d) he fails to acquire sufficient information to 
warrant expression of an opinion, or his 
exceptions are sufficiently material to negative 
the expression of an opinion; or 

(e) he fails to direct attention to any material 
departure from generally accepted accounting 
principles or to disclose any material omission 
of generally accepted auditing procedure 
applicable in the circumstances.’ 

This rule in effect incorporates by reference, in 
paragraph (e), the Accounting Research Bulletins and 
Statements on Auditing Procedure referred to above. 
The references to generally accepted accounting 
principles and generally accepted auditing procedure 
relate directly to the pronouncements of the Institute 
on technical matters. In one case heard before the 
Trial Board, members were held guilty of violation 
of Rule 5 by virtue of failure to observe a work-in- 
process inventory, which had proved to be sub- 
stantially overstated. There was no accusation in 
this case of bad faith on the part of the accountants. 

Rule 5 has not yet been amended — though it has 
been suggested -to provide for enforcement of 
Statements on Auditing Procedure No. 23 (requir- 
ing that an auditor whose name appears in con- 
junction with financial statements either express an 
opinion on the fairness of the statements or state 
that he does not express such an opinion, and 
explain why). 

Rule 5, therefore, reinforces independence by 
requiring members certifying financial statements to 
tell the truth, to avoid neglect or carelessness, and 
to adhere to the objective standards of accounting 
and auditing which the profession has adopted. 

Other rules fortifying independence are those 
which limit financial interest in a client’s affairs; 
prohibit contingent fees for auditing work; prohibit 
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payment of brokerage or commission with the laity; 
prohibit engaging in occupations incompatible with 
public accounting, 

The remaining rules are clear in purpose and 
require no elaboration here. 


Taxation and Management Service 

No technical or ethical standards have been de- 
veloped with reference to the C.P.A.’s services in 
taxation, or accounting services rendered to manage- 
ment, comparable to the elaborate standards designed 
to govern his work and conduct in the capacity of 
independent auditor. 

In the absence of such standards questions and 
suggestions have arisen which will be discussed 
under ‘Conflicts and problems’. 


CONFLICTS AND PROBLEMS 
C.P.A. Legislation and Public Accountants 
In the legislatures of the forty-eight states and four 
territories, bills are frequently introduced to lower 
the standards under which the C.P.A. certificate 
may be issued, or to provide for continuing recogni- 
tion and licensing of non-certified public accountants 

as a second accredited class ‘in perpetuity’, 

Common patterns in these efforts are: waiver of 
examination for candidates with long practical 
experience; credit toward passage of examination for 
each year of experience; oral or other special examina- 
tion for candidates with specified experience; creation 
of a class of ‘registered’ or ‘licensed’ public account- 
ants, consisting first of all of those currently in 
practice, without examination, but later admissions 
to be governed by examination separate from the 
C.P.A. examination. 

The state societies of certified public accountants 
must be continually on the alert for legislation of this 
character. It comes every year, now in one state, 
now in another, and the state societies often call on 
the Institute for assistance in resisting it. Every now 
and again the dike will break, and a number of C.P.A. 
certificates or licenses will be issued to accountants 
who have not demonstrated their qualifications. 
Then the state society and the Institute must under- 
take the difficult job of repairing the breach, which 
in some cases has taken years. 

As the prestige of the C.P.A. has increased, how- 
ever, successful attacks on the standards have become 
rarer, and in recent years all but a few minor inroads 
have been defeated. 

Public accountants have organized themselves in 
state and national associations, and continue to press 
for recognition in some form. In about twenty states 
regulatory legislation has been enacted, generall 
with the consent of the C.P.A.s, under which 
public accountants currently in practice have been 
registered without examination, but future licences 
to practice public accounting are to be issued only 
to certified public accountants. Even in these states 
undesirable legislation is occasionally proposed, 
either to make it edsier for registered public account- 


280 


ants to get the C.P.A. certificate, or to reopen the 
original registration: of public accountants to admit 
others without examination. 

Certified public accountants throughout the United 
States are so sharply divided on the desirability of 
regulatory legislation that the Institute has been 
forced to adopt a neutral position, leaving the ques- 
tion for each state to settle for itself. 

. No permanent solution of this problem is visible. 
Eternal vigilance seems to be the price of professional 
quality. Some C.P.A.s believe that they will eventu- 
ally become so numerous and, so well known that 
public accountants will find it necessary to become 
C.P.A.8 in order to stay in practice. 


Financial Reporting 


The accounting profession in the United States has 
had to struggle to maintain leadership in the develop< 
ment of accounting principles. The statutes creating 
the Securities and Exchange Commission give it the 
power to require financial statements which are not 
misleading. The S.E.C. interprets this as power to 
make accounting rules Stee to companies 
registered with the Commission — all companies 
listed on stock exchanges and all companies offering 
securities for sale in interstate commerce, While 
annual reports to stockholders are not controlled 
by the S.E.C., it is obviously undesirable for9. com- 
pany to issue two sets of statements based on differ- 
ent principles. So the potential danger is ever present 
that the S.E.C. may attempt to dictate accounting 
principles, leaving C.P.A.s shorn of power to use 
their professional judgment, somewhat in the position 
of clerks filling out government forms. 
Actually the S.E.C., particularly in recent years, 
` has been content to follow the lead of the American 
Institute and enforce its Accounting Research 
Bulletins as generally accepted accounting principles. 
Most differences of opinion between the S.E.C. and 
the Institute have been reconciled without difficulty. 
On a few occasions, however, irreconcilable differ- 
ences have arisen. While S.E.C. has the power to 
enforce its decisions on companies subject to its 
jurisdiction, certifying accountants may, of course, 
take exception in their opinions to accounting require- 
ments with which they disagree, and this has hap- 
pened on some occasions.’ 
S.E.C. also has the power to suspend or disbar 
accountants from certifying statements filed with the 
_ Commission. On a few occasions it has exercised 
this power in what the profession considered an 
arbitrary manner. Consideration is now being given 
to possible safeguards against capricious disciplinary 
action against C.P.A.s by government agencies. ‘The 
possibility of such action tends to weaken the inde- 
pendence of C.P.A.8 ot poy the regulatory bodies. 
Income ‘taxation has had a profound and. often 
unfortunate influence on the development of account- 
ing principles in the United States. Space does not 
permit extensive discussion of this subject here, but 
the problem has been the subject’of many articles in 
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the accounting journals. The accounting profession 
continues to struggle to bring tax accounting into 
conformity with business accounting, without notable 
success to date. However, the prospect is brighter at 
this moment, since new leaders in Congress have 
invited the American Institute to submit recom- 
mendations on this subject, and the new Commis- 
sioner of Internal Revenue, T, Coleman Andrews, 
GPA, has indicated a sympathetic interest. 

The extent to which accounting rules of other 
government agencies adversely affect the develop- 
ment of sound accounting is indicated in an article 
by Professor Herbert F. Taggart in The Journal of 
Accountancy for March 1953. The American Insti- 
tute attempts to resist bad accounting requirements 
wherever they appear, but it is impossible to be 
everywhere every time such a proposal is being 
considered. i 

Labour union officials have been critical of pub- 
lished financial statements of corporations and, on 
occasion, critical of the certified public accountants 
who certify them. Broadly, union officials desire 
greater disclosure of the detail of cost of goods sold, 
and compensation of management. They also oppose 
‘conservative’ accounting, and press for accounting 
principles which tend to increase the reported 
amount of current net income. ` 

Amid all these diverse influences it is not surprising 
that there is not perfect comparability among the 
financial statements of corporations, even those in 
the same industry. Variations in inventory methods, 
accelerated amortisation of production facilities, 
differences in accounting for ptnsion funds — these 
are some of the major reasons why ‘net income’ as 
reported by different companies may not mean 
precisely the same thing. 

Yet consistency and comparability cannot be 
rejected as desirable objectives. Investment -analysts 
complain at the diversity of reporting methods, the 
public is apathetic, the S.E.C., the tax gatherer, and 
the labour unions pull in different directions. Mean- 
while, the accountant does the best he can, uneasily 
aware that he will be blamed by everyone, and dread- 
ing a sudden, impatient demand for that dangerous 
nostrum for all ailments — uniform accounting. 


Auditing Procedure 

While the“auditing standards and procedures de- 
veloped in the United States are regarded by the 
profession with some satisfaction, it is recognized 
that compliance with these standards, even those 
enforceable under the rules of professional conduct, 
is by no means universal. Some C.P.A.s, incredible 
as it may seem, appear to be unaware of the existence 
of these requirements. Others secretly refuse to 
conform. i 

The more controversial requirements are less than 
fifteen years old. Statement No. 23 is only six years 
old, and it is conceded that it takes time to educate 
large numbers of people to change their habits. 

The S.E.C. enforces auditing standards in the 
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areas subject to its jurisdiction. Non-compliance 
therefore is widest among C.P.A.s serving closely 
held corporations and small business. 

Here the pressure for compliance comes from 
bankers and credit men. The bank loaning officers, 
particularly, have praised the recent developments in 
auditing and reporting procedures, and have backed 
the Institute in the effort to increase their acceptance. 
In a pamphlet entitled Financial Statements for Bank 
Credit Purposes, intended for distribution among 
borrowers, the Robert Morris Associates, national 
association of bank credit officers, said last year: 


‘Inasmuch as the business man bases his manage- 
ment decisions on financial statements, he must be 
certain that such statements are reliable. His best 
assurance of their reliability is to have them audited 
at least annually by an independent certified public 
accountant ~ a professional practitioner whose func- 
tion is to determine the facts and present them 
clearly... . 

‘In making an audit, the certified public account- 
ant must himself determine the scope of the ex- 
amination necessary to enable him to express an 
unqualified opinion of the financial statements of 
the business, He must be permitted to make such 
tests and checks as he considers necessary to give 
an unqualified professional opinion. If, for example, 
receivables and inventory are material and the 
accountant is restricted in confirming receivables 
or verifying inventories, he will be unable to express 
a satisfactory opinion. . . . 

‘Their cost [of audits] should be regarded as a 


normal operating expense necessary to good man- - 


agement. . 

‘If the financial statements are accompanied by 
the unqualified opinion of an independent certified 
public accountant, they will be more acceptable to 
the banker and will expedite his consideration of 
the credit needs of the applicant. 

“The practice of employing an independent 
certified public accountant to examine and report 
upon the financial statements has grown very sub- 
stantially over the past twenty-five years and is 
today a customary requirement in connection with 
a loan application.’ 

A survey of audit reports submitted to banks for 
credit purposes in all parts of the United States is 
now being conducted by the American Institute of 
Accountants in co-operation with Robert Morris 
Associates, state societies and local bankers. 

The survey consists of analysis of actual audit 
reports submitted to banks in support of loan appli- 
cations. About 10,000 audit reports are expected to 
be analysed, providing a broad cross-section of 
current practice. The American Institute of Account- 
ants prepared a questionnaire, which local banks 
are asked to answer with respect to each audit report 
analysed, so as to bring out the extent of compliance 
with most important features of generally accepted 
auditing and reporting procedures. 

The results will be used as a basis for extended 
educational efforts within the accounting profession, 
and among bankers, to improve auditing practices 
and to encourage bankers to support generally 
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accepted standards. It is hoped that the combined 
efforts of C.P.A.s and bankers may overcome remain- 
ing resistance of business men to independent audits 
of unrestricted scope, with resultant benefits to all 
parties concerned. 

The objectives of all this work are manifold — to 
increase general acceptance of independent audits 
among business men as a useful instrument of 
management and credit; to increase confidence in 
independent audits among bankers, credit men, 
government agencies, and the public generally; to 
improve the quality of independent audits so as to 
discourage the extension of auditing work by govern- 
ment agencies or private institutions; to clarify 
auditing standards and auditors’ responsibilities so 
as to avoid imposition of unfair legal liabilities. 


Government Audits 


To a greater or less extent, many government 
agencies have undertaken auditing work in conjunc- 
tion with regulatory functions, taxation, financial 
support of various segments of the economy, or 
procurement of defence materials. Examples may be 
found in the fields of insurance, banking, savings and 
loan associations, rural electric co-operatives (until 
recently), municipal and county governments, and 
defence contractors. 

In addition to the government agencies which 
undertake actual auditing or examination of accounts 
to a greater or less extent, there are other agencies 
which have supervisory powers over the accounting 
of regulated industries, the most notable example of 
which are the public-utility commissions which 
prescribe uniform systems of accounts for public 
utility companies. The enforcement of accounting 
regulations involves procedures which might be 
described as ‘desk audits’ — that is, passing on the 
accounting treatment of specific items without neces- 
sarily examining the underlying accounts and records. 
There has been some disposition to dispense with 
independent audits by certified public accountants 
in the regulated industries, both in those industries 
whose accounts are actually examined by government 
auditors and in those industries whose accounting 
is subject to so-called ‘desk audit’ supervision. Among 
the first group are banks and insurance companies, 
for example, and in the second are public utility 
companies and railroads. The fact that many of 
these regulated institutions have fairly elaborate 
internal audit procedures may contribute to the 
feeling that independent audits are unnecessary. 

But there may be a reversal of this trend of thought. 
At the present time banks, partly motivated by what 
seems to be an increase in defalcations, are actively 
reconsidering the desirability of independent audits 
by certified public accountants. Many of the ae 
insurance companies issue reports bearing the certifi- 
cate of certified public accountants. A straw in the 
wind may be the fact that the Atchison, Topeka & 
Santa Fe Railroad, which discontinued independent 
audits some twenty years ago, has just this year 
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decided to engage a firm of certified public account- 
ants to audit its accounts. 

Another interesting tendency is indicated in a 
number of instances in which government agencies, 
without investigation, rely on financial statements 
certified by independent certified public accountants., 
The Securities and Exchange Commission is- the 
` most notable example. The Rural Electrification 
Administration, several years ago, liquidated ita 
internal auditing staff, due to budgetary difficulties, 
and began the policy of requiring rural electric co- 
operatives borrowing funds from R.E.A. to submit 
financial statements Seen by C.P.A.s. 

In re-negotiation of war contracts and in defence 


procurement, pores agencies have relied to. 


some undefined extent on representations by C.P.A.s, 
The General Accounting Office, in the examination 
of accounts of so-called Federal corporations (cor- 
porations financed and operated by the government, 
such as the Tennessee Valley Authority, the Com- 
modity Credit Corporation, etc.), have on occasion 
enlisted the assistance of independent certified public 
‘accountants. The Reconstruction Finance Corpora- 
tion has employed certified public accountants to 
make examinations of defence:plants operated on a 
management-fee basis. The Army Signal Corps on 
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at least one occasion employed certified public 
accountants to make audits in connection with 
termination of war contracts. It is generally under- 
stood that even the Bureau of Internal Revenue, in 
classifying income-tax returns for examination by its 
agents, informally gives some weight to the fact that 
returns have been prepared by certified public 
accountants ~ in other words, they may be subjected 
to less searching scrutiny than returns prepared by 
others. 

Thus there appear to be conflicting trends. Always 
in the background is the possibility that government 
agencies charged with the responsibility of r ting 
business activities might take over the audit function 
as an integral part of the regulatory process, On the 
other hand, there is precedent for reliance by govern- 
mental agencies, as by investors and credit grantors, 
on reports certified by independent certified public. 
accountants. The accounting Niles hopes to 
increase and extend public confidence in the’ stand- 
ards, abilities, independence and integrity of certified 
public accountants, and to persuade all concerned 


. that reliance on the reports of C.P.A.s is a natural, 


proper and economical means of obtaining credible 
financial information for any purpose. 
(To be concluded.) 


WEEKLY NOTES 


The Association’s Examination Results 


There were 1,979 candidates for the June 1953 
examinations of The Association of Certified and 


Corporate Accountants, and the results, now pub- 


lished, show that of this total, 1 1007 Sat for the Final 
examination. 

In Section I of the Final there were 714 candidates 
of whom 310 (43 per cent) passed, the First Place and 
Prize being awarded to Mr M. Feld, of London. 
The Second Place and Prize was won by Mr C. D. 
Lloyd, of Richmond, Surrey, who took First Place in 
the June 1952 Intermediate examination, 

In Section II, 146 candidates (so per cent) passed 
and 147 failed, the First Place and Prize being won 
by Mr E. W. Greenshields, of Scotstoun, Glasgow. 

There were 884 candidates for the Intermediate 
examination, of whom 348 (39 per cent) passed and 
536 failed, the First Place and Prize being won by 
Mr H. Preston, of Wembley. 

In the Preliminary examination, 56 candidates out 
of 88 (64 per cent) were successful. 

The names of successful candidates in both sections 
of the Final, together with a full summary of the 
results, appear elsewhere in this issue. 


National Income and Expenditure, 1946-1952 


From 1946 to 1952 the quantity of goods and services 
produced in this country rose by 15 per cent. At 1948 


prices this represents a rise of {1,00 million. On the 


same basis imports rose by about £400 million, 80 
that the total increase in supplies available was 
£1,900 million, These figures are revealed in the 
Blue Book on national income and expenditure ' 
published last Tuesday.? 

Nearly two-thirds of the increase in supplies went ` 
in the form of higher exports. The amount taken by 
public authorities for current purposes was down — 
chiefly because of the reduction in the armed forces. 
About half of the extra supplies available for domestic 
use went to consumers and half to fixed capital 
formation. This rise in capital formation occurred 
mainly by 1949, the rise in-exports by 1951. From 
1951 to 1952 there was a sthall fall in total supplies, 
from imports as well as from home production. 

From 1951 to 1952. personal incomes rose by Gi 
per cent (in money terms) or {£800 million, as against 
a rise of {950 million from 1950 to 1951. Total tax 
liability on personal incomes fell by over £60 million, 
but national insurance contributions rose by {20 
million. Expenditure rose by £530 million. 

Since 31947, income-tax and national insurance 
contributions have taken 14 per cent of personal 
incomes, while indirect taxes have taken another 
13 per cent. People with less than {500 a year paid 
about the same proportion in tax in 1952 as they did 
in 1938; people with incomes between {500 and 
£1,000 paid 1 per cent more of the incomes in tax; 
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people with incomes between {1,000 and £2,000 
paid 5 per cent more; from £2,000 to £10,000, 15 per 
cent more; and those with incomes over £10,000 paid 
24 per cent more. Although there are nine million 
incomes of less than £5 a week, these include old-age 
pensioners, juveniles at work but living with their 
parents, widows, and also members of the armed. 
forces and domestic servants who enjoy income in 
kind as well. . 

Between 1951 and 1952 expenditure on food went 
up by some ro per cent but the quantity purchased, 
measured by 1948 prices, was actually less, notwith- 
standing the abandonment of rationing over a large 
field. The peculiar influence exerted by rent restric- 
tion is illustrated by the fact that, taking 1948 prices 
as the standard, the expenditure on rent, rates and 
water charges rose in the period 1946 to 1952 from 
£60 million to £666 million. In view of the enormous 
amount of new building in that period, and the steep 
rise in rents of business premises, the rents paid for 
dwelling-houses can hardly have risen at all. 


Personal Savings in 1952 


All the experts, apart from those with official in- 
formation of a confidential nature, were confounded 
at the time of the Budget by the news of the recovery 
in personal savings during 1952. The figures issued 
now with the Blue Book on the national income 
confirm the reversal of trend in savings last year 
but the reasons why it should have been on such a 
scale is still rather obscure. 

According to the latest statistics, personal savings 
last year amounted to £502 million and there was a 
further £49 million left over for acquiring capital 
assets once the first sum had been used for repaying 
overdrafts. 

Personal saving, it will be recalled, is done 
so far as the national income definitions are 
concerned by one man businesses, farmers, pro- 
fessional people and the like. Over the nation ag a 
whole incomes last year were increasing owing to 
higher wages and salary payments but the incomes 
of those who did this large amount of saving in 1952 
actually declined. Last year thus recorded the re- 
markable phenomenon that a certain type of income- 
earner had his income reduced but his gross savings 
went up from {220 million in 1951 to £502 million 
in 1952. 

It is probable that the savings were to a large 
extent of a forced kind, brought about by the demands 
of bank managers for the repayment of advances. 
It is known that this was the main pressure exerted 
on the community by dearer money and more 
stringent conditions for overdrafts. It has to be 
noticed, however, that there was a small margin 
over and above sums saved for this purpose which 
represents capital accumulation. 


Capital Formation in Industry 
While personal savings were behaving in a most 
unpredicted manner last year, the performance of 
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industry was much more according to expectations. 
Stocks were run off and there was much smaller 
provision made for future taxation, although actual 
payments were on the increase throughout the year. 
The reasons why industry faced 1953 in a much more 
liquid condition than at the same time in previous 
years is thus apparent. The figures, in fact, add little 
to what was known already. 

Gross capital formation changed little throughout 
the year and such change as there was can hardly 
give rise to satisfaction. Industry as a whole (that is, 
excluding the nationalized industries) made little 
addition to capital and if allowance is made for 
changes in prices, outlay on new plant and equipment 
actually declined. It is clear that the high priority 
for housing has channelled most capital formation 
in that direction. For the time being it seems that if 
industry wishes to increase its capital outlay it must 
rely on a larger cake being available for everyone, 
for housing continues to have a top priority on the 
nation’s resources. 

For one reason and another 1952 may have 
seen a welcome recovery in savings even if much 
of it was due to sterner policy by the banks 
and ‘to running down of stocks. It may be, indeed, 
that we are once more learning how to save. But 
to judge from last year’s figures we still have to 
remember how to invest, 


Industrial Buoyancy Continues 


There was a fall in the official index of industrial 
production for June compared with May, but the 
decline was smaller than at the same time a year ago.. 
In the same way, the provisional calculations for July, 
suggest that the decline last month which has been 
mainly due, of course, to the holiday period, will be 
smaller than a year ago. 

In June there was a four-point drop from 123 to 119 
in the official index. Over the same month a year ago 
the index fell by five points. It is true that in 1952 
Whitsuntide fell in June but this year June had to 
cope with the Coronation holiday. How far these two 
influences affected the comparison is difficult to say 
but it is probably reasonable to infer that there was 
no sign during June of any change in the trend of 
industrial production which has been moving 
strongly upward this year. 

In July the index is expected to drop by about six 
to seven points and if this should be the case it will 
compare with a decline in July last year of about 
ten points. So here again the picture is one of 
resilience. 

While this general satisfactory position in the trend 
of industrial activity goes on there are spots here and 
there where there is room for considerable improve- 
ment. The main one is in coal where consumption 
has gone up and production lags resulting in the need 
to import coal. Once the autumn sets in the level of 
production in the fuel and power industries will be 
most important to Watch. 
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FINANCE AND COMMERCE 


Uncertainties created by the tone on Wall Street and 
by the electrical trades wage dispute have tended to 
unsettle the London stock-market. It is becoming 
accepted that much of the anticipated autumn market 
revival thas already been discounted. 


Complications 
A couple of months ago, a letter appeared in the 
Press on the way the last Companies Act had compli- 
cated company accounts. The author listed ten types 
of balance-sheet entry which had made ‘confusion 
worse confounded’. Among them was ‘Surplus arising 
on consolidation’. ` 

One has to admit the facts. The accounts of many 
companies are beyond the comprehension of many 
shareholders, and it is very difficult to do anything 
about it. There are many things in life of which the 
average man has a general idea but which are only 
understood by those who have made a study of the 
subject. 

‘Surplus arising on consolidation’ was one of Ahe 
points explained by Mr W. H. Higginbo ; 
F.8.A.A., F.S.S., Chairman of Edgar Allen & Cø, the 
Sheffield steel company, in his recent annual speech. 
We reprint the consolidated portion of the accounts 
this week. Under ‘Capital reserves’ the entry stands 
at £66,636. 
` Mr Higginbotham split the item into its component 
parts - £1,244, £2,388 and £63,004. The first figure 
results from the acquisition in 1939 of the British 
‘Rema’ subsidiary, when the parent company was 
fortunate enough to obtain the benefit of certain 
Geer ee profits and later tax adjustments. 

ese were set off against the purchase price. 

The figure of £2,388 arises in respect of the 
Canadian subsidiary mainly as a result of the deprecia- 

tion of sterling against dollar currency since that 
company’s incorporation. 


Additional Reserve 

The £63,004 arises in connection with the French 
company. This concern, during enemy occupation 
improved its plant and, in consequence, had to 
increase its capital. It has, for various reasons such as 
currency devaluation, unstable national finances and 
exchange conditions, been unable to distribute more 
than a small part of its profits in cash and has applied 
them instead to increase share capital and reserves. 
The surplus attributable to Edgar Allen’s propor- 
tionate holding, occasioned in great measure by the 
change in the franc exchange rate since 1939, at par 
value over the written-down acquisition cost as 
maintained in the parent books, is the £63,004. 

Mr Higginbotham went on to explain that the 
whole of these surpluses could no doubt properly be 
incorporated in the parent company’s respective 
book values, and its capital reserves correspondingly 
increased, But, so long as they are disclosed, he 
added, there is no obvious advantage in so doing. 


They may be regarded, he said, as an additional but 
unrealizable reserve. 

So there it is, explained by the company’s chair- 
man, a qualified accountant and statistician. Let it 
be hoped that the explanation has been followed and 
understood. If, as is possible, the explanation is still 
above the heads of some shareholders, one can only say 
that to understand complicated accounts, some know- 
ledge of accounting principle is needed, very much as 
one needs some engineering knowledge to understand 
the working of a complicated piece of machinery: 


Worth Reading 

Mr Higginbotham’ s speech, which runs to nearly a 
whole page of a daily paper, is well worth reading: 
We paased it, incidentally, to a man who drives 
motor-cars from manufacturer to delivery point, and 
he was amazed to read that this company and its 
employees had worked thirty-one and a half weeks out 
of the year for the Inland Revenue. Expressed in 
another way, the year’s tax charge, at the rate of 
63 per cent of profits is, says Mr Higginbotham, 
equal to a weekly rate of ‘nearly £4 per person em- 
ployed as compared with their average weekly earning 
rate of not more than £8 ros. 

Taxation at this level, Mr Higginbotham says, is 
undermining the foundations of the industry and 
commerce on which the national economy depends, 
The menace is so grave that it demands much more 
than tinkering with minor concessions in rates and 
depreciation allowances or leisurely consideration by 
committees and Royal Commissions. What is needed 
is a drastic overhaul of public expenditure, and 
especially of the ‘Policies which cause tt. 

The company’s accounts this year have been given ` 
a new look by an improvement in layout, printing 
and paper. One of the points to which consideration 
has been given, is the extent to which the various 
revenue reserves for development and replacement, 
repairs and maintenance, must be regarded as 
required for the purposes for which they were origin- 
ally set up in view of the expenditure since incurred 
and progress made in fulfilment of those purposes. 
For the time being, the directors have decided to 
carry forward these reserves intact, but their position 
is to be reviewed at a later date. It is a point we have 
mentioned from time to time. Reserves are created 
for specific purposes and continue in balance sheets 
year after year, when they are no longer appropriate. 
Some companies have solved the problem by a 
general reserve amalgamation. 7 


Money Market 
This week sees a record offer of £300 million of 
Treasury bills. The offer of £280 million of bills- on 
August 28th brought applications of £370,210,000. 
The market, bidding at £99 8s 4d obtained 77 per 
cent of requirements. The average rate was 
£2 6s 8-25d per cent. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Auditing Tests 


Sm, — The methods outlined by Mr K. W. Walker 
in The Accountant of August 22nd would certainly 
be of value of auditors in assessing the results of 
test checks. The inferences obtained from these 
methods differ so much from the logical and tradi- 
tional approach that accountants who lack training 
in higher mathematics will require considerable 
reassurance before adopting them. 

For example, if an auditor on examining what he 
took to be a reasonable sample found an error of 
I per cent, he would normally feel himself entitled 
to expect that there was a probability that the error 
throughout the whole field was in the region of 1 per 
cent. The use of the table, however, shows that one 
error found in a sample of 98 items leads one to 
expect, with a go per cent probability, that overall 
there are 4 per cent of errors. We thus have a mathe- 
matical conservatism in excess of normal professional 
caution, and in addition find that mathematically the 
percentage of errors in the whole field will probably 
exceed that found in any sample. 

To offset this pessimism we have the optimistic 
assumption that. he finding of a greater proportion 
of errors in a second sample does not indicate a prob- 
ability of more errors in the whole field. Thus, one 
error in 98 items indicates a go per cent probability 
that there are 4 per cent errors in the whole. If a 
second sample were taken which showed four errors 
in 200 items, then although the normal auditor would 
assume that this sample showed a position twice as 
bad as the first sample, yet according to Table 1 
there is still only a oo per cent probability of 4 per 
cent of errors in the whole field. 

Yours faithfully, 


- XELA.- 


Sir, — I was interested in Mr E W. Walker’s article 


in your. issue of August 22nd on auditing tests. The 


decision when and how to rely upon sample tests 
must be taken having regard to the circumstances of 
each case. The sampling techniques applicable to 
quality control and sequential analysis in a factory 
are applicable only when there is good evidence that 
the process is under control. This means that factors 
affecting quality, which are not fully supervised, may 
be expected to exert a relatively small influence one 
way or the other and that their combined effect will 
tend to give rise to variability in a frequency distribu- 
tion known as the ‘normal curve of error’. 

In an organization which was big enough to incor- 
porate many internal checks in its accounting routine, 
one could safely say that the accounting process 
was under control, but an attempt to justify a test 
check by reference to a probability /level of significance 


table (which may not be fully understood) is unwise: 
It may be applicable to checking the arithmetical 
accuracy of casts, and it is possible that dishonesty 
among carefully selected staff will, like the frequency 
of horse-kicks in the Prussian Army, follow a potsson 
(probability) distribution! For the normal laws of 
probability to apply to sampling, the sample must 
be a random sample and not a haphazard one. 

The mental impressions conveyed by circum- 
stantial evidence which could lead an auditor to 
suspect a record, are not, I think, capable of arith- 
metical expression. He must follow up any suspicion 
however small the probability. The auditor will be 
better employed in verifying that the authorization 
of expenditure is under proper control. 

The use of tables of probability functions is fraught 
with dangers and those who try to use them without 
proper knowledge of the laws of probability run the 
same dangers as an accountant who goes into practice 
without proper knowledge of the statute law. 


Yours faithfully, 
INCORPORATED STATISTICIAN. 


4 


Reversing the Balance Sheet 


Sir, ~ It would be interesting to hear readers’ views 
on the desirability, the advisability, and the dire 
necessity in the interests of consistency and funda- 
mental accounting principles, now to reverse the 
sides of the balance sheet, that is to say, to place 
the assets and expenditure on the left — ‘debit’ — and 
the capital, reserves, ete., on the right — ‘credit’. 

Taking the courage of my own convictions after 
thirty-odd years’ consideration and ‘crying in the 
wilderness’ I have at last thus reversed all my balance 
sheets and have in fact put this into operation. 
Yours faithfully, 


"London, N3. _H.H. BRODIE. 


Stamped Receipts 


Sir, - On page 224 of The Accountant for August 
22nd, Mr Carpenter states (line 6): 

‘the payer...if the amount paid is £2 or over is 

entitled to a stamped receipt’. . 
I believe that the Stamp Act, in which the reference 
to £2 appears, gives the payer no right to receive a 
receipt; it simply makes it a statutory offence for the 
payee to refuse one if the amount is over £2. 

It may be that a payer has a common law right to a 
receipt, but the amount of the payment would then 
be irrelevant. 

Yours faithfully, 


Liverpool, r2. ° E. R. KERMODE. 
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did not receive any rent during 1947-48, be could not 
be assessed pursuant to Section 15 of the Finance 
Act, 1940; and that, therefore, neither income-tax 
nor special contribution was payable for that year. 
It was contended on behalf of the Inland Revenue 
that all that was necessary under Section 15 was that 


the respondent should have been entitled to rent. 


during that year, and that the fact that he had not 
received any during the year was immaterial. The 
General Commissioners decided in favour of the 
respondent. 

Held, that the contention on behalf of the Inland 
Revenue was correct. 


Platt’s Trustees v. CIR. 
In the High Court of Justice (Chancery Division) 
July roth, 1953 
(Before Mr Justice VarszEy) 

Stamp duty — Surrender of life interest — Whether con- 
veyance or transfer — Whether voluntary disposition 
inter vivos— Stamp Act, 1891, Sections 13, 54- 
Finance (1909-10) Act, r910, Section 74. 

By his will a testator, who died in 1940, left the 
residue of his estate to his sons for life, subject to a 
prior interest of his widow in a portion of the income, 
during the life of the widow, and then the residuary 
estate was to be held among his children equally for 
their lives, and then was to go to their children. Each 
of the testator’s children executed a deed surrender- 
ing his or her life interest in the estate during the 
widow’s lifetime, and surrendering his or her life 
interest in the estate after the death of the widow, to 
the intent that the life interesta should be extinguished 
and that the trusts of the testator’s residuary estate 
should take effect as if the testator’s children had died 
at the date of the execution of the deed. 

The Inland Revenue claimed ad valorem stamp 

- duty on the values of the various life interests sur- 
rendered, on the ground that the deeds were convey- 
ances or transfers operating as voluntary dispositions 
inter vivos, within Section 74 of the Finance (1909-10) 
Act, 1910. It was contended on behalf of the testator’s 
children that the deeds merely extinguished the re- 
spective life interests, and did not convey or transfer 
anything. 

Held, that the deeds operated as conveyances or 
transfers of the life interests to the children of the 
persons who executed them. 


Patrick v. Broadstone Mills Ltd 
In the High Court of Justice (Chancery Division) 
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cotton was processed on various machines, and as a 
result of which yarn was produced. At all stages in the 
process quantities of cotton were on the machines, and 
other quantities were waiting at the sides of the 
machines ready to take the place of the cotton actually 
on the machines. The cotton on the machines was 
called ‘fixed process stock’, and the cotton waiting 
beside the machines was termed ‘spare process stock’, 
and the fixed process stock, together with an agreed 
weight of the spare prccess stock, were referred to as 
‘base stock’. 

The company and its predecessors had always 
adopted a system of accounting known as the ‘base 
stock system’. By that system the base stock and any 
further spare process stock was not brought into the 
accounts at cost or market value, whichever was the 
less, but at a fixed amount. The fixed process stock 
was not shown separately in the accounts, but was 
included in the balance sheet in the item ‘Land, 
buildings and fixed stock’, and was brought in at a 
figure representing the cost of the fixed process stock 
in the mills on their purchase by the company in 1920, 
and this figure had never been changed. In the com- 
pany’s tax computations no amount representing the 
fixed process stock was included; and the spare pro- 
cess stock was carried in the trading account at an 


-arbitrary figure which had been gradually increased. 


The assessments under appeal were made on the 
basis of bringing in all cotton at cost (which was less 
than the market value), and the cost of processing was 
added in relation to such of the cotton that had been 
processed. The Special Commissioners decided that 
the company was entitled to have its profits computed 
for tax purposes according to the base stock system. 

Held, that although the base stock method was 
recognized in the industry and was unobjectionable 
for some commercial purposes, it was not correct for 
the purpose of computing profits for income-tax; and 
that, therefore, the Special Commissioners’ decision 
was not correct. 


Haldin Philipps Ltd v. CIR. 
In the High Court of Justice (Chancery Division) 
e July r7th, 1953 ` J 
(Before Mr Justice Vasgc) 


Sur-tax — Undistributed income of company ~ Period 


between end of last accounting period and commence- 
ment of liquidation - Accounts prepared after latter 
date — Whether those accounts ‘made up’ for this pur- 
pose — Finance Act, 1922, Section 2x — Finance Act, 
1927, Section 3x (4), (6). 

The appellant company went into voluntary liquid- 
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I 
approved at an extraordinary general meeting of the 
company on April 30th, 1952. 

It was contended on behalf of the appellant com- 
pany that these two accounts had been ‘made up’ for 
the purposes of Section 31 (4) of the Finance Act, 
1927, and that, therefore, the only period that fell 
within that subsection was the period from April rst, 
1947, to July 15th, 1947. 

Held, that accounts are not ‘made up’ for the pur- 
pose of Section 31 (4) of the Finance Act, 1927, 
unless they were made up before the date of the 
resolution for the winding-up; and that, therefore, 
the direction for the period from January 1st, 1946, 
to July 15th, 1947, was valid. 


Glasgow Heritable Trust Ltd v. C.LR. 
In the Court of Session 
July 22nd, 1953 
(Before THE Lorn Presrpent (Lord Cooper), Lord 
Carmonrt and Lord RUssELL) 


Income-tax — Sale of real estate — Company incorpor- 
ated in 1918 ~ Shareholders were speculative builders — 
Purchase of their stock-in-trade — Whether these facts 
relevant. 

The facts of this case were summarized in the 
first report in The Accountant, dated March zist, 
1953, page 339. The Court remitted the stated case 
to the Special Commissioners for them to decide 
whether the operations performed by the company, 
and the sales that took place, were effected in the 
course of the carrying on of a trade by the company. 

The Special Commissioners then decided that the 
fact that the company had bought the stock-in-trade 
of speculative builders, and that they and members 
of their families were the majority shareholders, was, 
in the circumstances, a relevant matter to take into 
account. 

Held, that the case should be again remitted to the 
Special Commissioners for them to state specifically 
to what effect and for what purpose they attached 
relevance to the fact that the company had in 1918 
bought the stock-in-trade of speculative builders, 
who and whose families became the majority share- 
holders, and for the Special Commissioners to add 
such further explanations of their grounds of decision 
as they thought fit. 


British Legion, Peterhead Branch v. CIR. 
In the Court of Session 
July 22nd, 1953 


(Before THE Lorn Presipent (Lord Cooprr), Lord - 


Carmont and Lord RusseLL) 


Income-tax — Charity — Running of dances — Whether 
trade being carried on-— Income Tax Act, 1918, 
Schedule D, Case I. 

The objects of the appellants were to perpetuate 
the memories of local men and women who fell in 
the war, to further the social and recreational welfare 
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of survivors, and to assist needy dependants. The 
appellants, in 1947-48, paid £4,000 to the British 
Legion Remembrance Trust Fund for distribution 
among local needy dependants, and in 1949 they paid 
£750 towards the cost of the local war memorial. ‘This 
money was obtained partly from donations and sub- 
scriptions, and partly from the running of dances at 
the local drill hall. 

The hall was let to the appellants by the County 
Territorial Association at a token rent of £1. The 
charge for admission to the dances was 2s 6d, but 
larger sums were often paid by those who could 
afford to do so. The work of organizing the dances 
and giving services at them was done by members of 
the appellant body without charge. If the dances had 
been run on ordinary commercial lines, the surplus, 
which was obtained by the appellants from the dances, 
would have been very greatly reduced by heavy 
expenses. 

The Special Commissioners decided that the appel- 
lants were carrying on a trade in the running of the 
dances. 

Held, that there was evidence to support the Special 
Commissioners’ finding. 


Linlithgow Town Council Entertainments 
Committee v. C.LR. 


In the Court of Session 
July 22nd, 1953 
(Before THE Lorp Presipent (Lord Cooper), Lord 
CarmonT and Lord RUSSELL) 


Income-tax—- Charity- Provision of recreational facilities 
~ Payment towards cost of repairs to town hall- 
Whether charitable purposes — Finance Act, 1921, 
Section 30 (T) (c). 

The appellant committee was formed originally 
in order to further the campaign for ‘holidays at home’ 
during the war. During the years under appeal, 
1945-46 to 1951-52, its activities had consisted of 
providing recreational facilities in the form of dances, 
sports, outings, concerts and other things, for the 
purpose of making the town more attractive to its 
inhabitants and to visitors. A surplus had been accu- 
mulated from the charges for those functions, and in 
particular from the dances, and the appellants paid 
£800 towards the cost of refitting the town hall 
Under the Local Government Act, 1948, Section 132, 
the appellants’ activities have become a competent 
charge against the rates. 

The appellants applied for exemption from income- 
tax in respect of the receipts from their various 
activities, under Section 30 (1) (c) of the Finance Act, 
1921; and they contended that their activities were 
charitable in that they were purposes beneficial to 
the community. The Special Commissioners decided 
that the appellants were not a charity within the 
section; and that, therefore, the claim for exemption 
failed. 

Held, that the Special Commissioners’ decision 
‘was correct. f 
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Boarland v. Madras Electric Supply ` 
Corporation 


In the High Court of Justice (Chancery Division) 


June 18th, 1953 
(Before Mr Justice Upson) 


Income-tax — Balancing charge — Sale of business to 
Crown — Whether business discontinued ~ Whether 
Crown a ‘person’ — Sale as a going concern ~ Whether 
balancing charge can be made — Income Tax Act, 1842, 
Section 134; Schedule D, Cases I and I, Fourth Rule — 
Taxes Management Act, 1880, Section 62 ~ Income 
Tax Act, 1918, Schedule D, Cases I and II, Rules 9, 
rx, Miscellaneous Rule 3- Finance Act, 1926, 
Sections 31, 32 — Income Tax Act, 1945, Sections 17, 
57 (2). 

The respondent company carried on the business 
of a supplier of electricity in Madras, and did so 
under licences granted by the Government of Madras. 
The licences contained an option for the purchase of 
the undertaking by the Government of Madras. This 
option was exercised, and on August 2gth, 1947, the 
company sold the undertaking to the Government. 
It was conceded that the purchase by the Madras 
Government was a purchase by the Crown. 

The purchase price of the undertaking was 
£1,611,437, and the Inland Revenue claimed to be 
entitled to make a balancing charge on the company, 


THE ACCOUNTANT 


September 5th, 1953 


in the sum of about £850,000, pursuant to Section 17 
of the Income Tax Act, 1945. It was contended by 
the Inland Revenue that the year for which the 
balancing charge could be made was 1947-48, for 
which an assessment could be made on the actual 
profit of the period from April 6th, 1947, to August 
2gth, 1947. On the other hand, it was contended on 
behalf of the company that no assessment in respect 
of that profit could be made, for the reason that 
Rule rt (2) of Cases I and II of Schedule D had no 
application, because the Crown was not a ‘person’ 
within that Rule, and that the balancing charge fell 
to be assessed for the following year; but that as the 
company was not trading in that year, no balancing 
charge could be assessed at all. 

Tt was also contended on behalf of the company 
that as the undertaking had been sold as a going 
concern, no balancing charge could be made. 

Held, (1) that the Crown was a ‘person’ within 
Rule 2 of Cases I and II of Schedule D, and that, 
therefore, there had been a discontinuance of the 
trade on August 2gth, 1947, that an assessment for 
the period from April 6th, 1947, to August 29th, 1947, 
could be made, and that the assessment for the balanc- 
ing charge could be made for the same period; (2) 
that the fact that the undertaking had been sold as a 
going concern did not prevent the making of the 
balancing charge. 


NOTES AND NOTICES =€ ~ 


Personal 


Messrs CLARK, Barrams & Co, Chartered Account- 
ants, announce the admission into partnership, as 
from September 1st, 1953, of Mr Jonn C. Durnin, 
A.C.A., A.S.A.A,, who has been associated with them 
for a number of years. 

Messrs Cooper Brorgers & Co, Chartered 
Accountants, announce that they have opened a 
branch office in the Belgian Con oF ak at Africa House, 
ros Avenue de L’Etoile, Elisabe 

Messrs Donan H. Bares & Co, af 10 ‘Cheapside, 
Hanley, Stoke-on-Trent, announce the retirement of 
Mr W. C. Coxon, F.5.4.A., as from August 17th. The 


practice will be carried on by the remaining partners. 


together with Messrs D. G. PRATT, 4.5.a.a., and G. B. 
BENNETT, A.C.A., who have been admitted into partner- 
ship. The name of the firm will remain unchanged. 


Assistant Official Receiver Appointed 


The Board of Trade have appointed Mr Albert 
Norris Percy to be an Assistant Official Receiver for 
the Bankruptcy District of the County Courts of 
Manchester, Salford, Ashton-under-Lyne and Staly- 
bridge, Bolton, Oldham, esters and nner aide 





À ia 


of Hanley and Stoke-on-Trent, Crewe and Nantwich, - 


Macclesfield, Stafford, Shrewsbury and Newtown. 
The appointment takes effect from August ae 


1953: 


The Institute of Chartered Accountants in 
Ireland 


The next Preliminary, Intermediate and Final 


examinations of The Institute of Chartered Account- 
ants in Ireland will be held in Dublin and Belfast 
on November 17th, 18th, rgth and 2oth. 

Forms of application can be obtained from the 
Secretary, at 7 Fitzwilliam Place, Dublin, and intend- 
ing candidates should send in their applications on 
or before October ist. 


Corrigendum. 
‘Settlements and Tax’ 
In the article entitled ‘Settlements and tax’, by 
Mr T. J. Sophian in our last issue, it was stated that 
income from a gift made by a parent to his child 
will .be treated for tax purposes as the parent's 
income ‘while the child remains an infant or 
unmarried’. This should have read: ‘while the child 
remains an n infant and SE If thie Se satisfies 
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standards and are engaged in the practice of their 

rofessions may be admitted to practice before the 

reasury Department without further examination. 
With few exceptions, others who wish to be admitted 
to practice must take a written examination before 
the Treasury Department. (Part of this written 
examination are the papers in accounting theory and 
practice included in the uniform C.P.A. examination 
prepared by the board of examiners of the American 
Institute of Accountants.) All applicants for admis- 
sion to practice must, of course, submit evidence of 
satisfactory moral character. The Treasury Depart- 
ment’s Director of Practice may initiate disciplinary 
proceedings against any enrolled attorney or agent 
as a result of which he may be warned, or suspended 
from practice, or his ‘card’ entitling him to practice 
before the Treasury may be revoked permanently. 

A Congressional committee which last year in- 
vestigated the Bureau of Internal Revenue, found 
evidence of highly unsatisfactory conditions in some 
parts of the revenue service. In its final report, this 
Congressional committee alleged laxity in discipline 
of attorneys and agents énroiled to practice before 
the Treasury Department, and suggested tightening 
up of the controls over such persons. In addition, 
the committee suggested that consideration be given 
to the desirability of a requirement, that persons 
preparing tax returns for compensation should in 
some manner be registered and regulated by the 
Treasury Department. What steps may be taken in 
response to these recommendations it is too early 
to predict. 


Relations with Lawyers in Tax Practice 


Beginning in 1932, and with increasing o 


















non-lawyers in the field of tax practice which th 
bar associations believed impinged on the practi 
of law. 
Negotiations between representatives of the | 
and accounting professions, in an effort to’ reach 
agreement on their respective proper roles in tax 
practice, have been carried on intermittently for 
more than twenty years. These negotiations have 
been interrupted from time to time, however, by 
public conflicts between the two professions. 
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before committees of Congress in opposition to- 
legislative proposals which might restrict the legiti- 
mate activities of accountants in the tax field. 

These conflicts between the legal and accounting 
professions have attracted wide attention and some 
publicity, which has been relished by members of 
neither profession. 

Several years ago, in a renewed effort to settle 
differences amicably and quietly, there was organized, 
at the suggestion of the American Bar Association, 
the National Conference of Lawyers and Certified ` 
Public Accountants. The objective of the Conference 
is to discuss the mutual problems of the two profes- 
sions and to endeavour to arrive at rational solu- 
tions, as well as to offer to deal with specific com-~ 
plaints that might arise. The principal achievement 
of the National Conference has been the promulga- 
tion of a Statement of Principles Relating to Practice 
in the Field of Federal Income Taxation. The state- 
ment is couched in very general terms, and does not 
attempt to define in detail the proper activities of 
lawyers and certified public accountants in the tax 
field. Indeed, it recognizes that questions of law and 
accounting are overlapping and intermingled in tax 
practice. The statement itself includes a few spécific 
examples of situations in tax practice in which 
certified public accountants should enlist the assist- 
ance of lawyers, and others in which lawyers should 
enlist the assistance of certified public accountants. 
The statement emphasizes the desirability of co- 
operation among members of the two professions in 
the best interests of the public. 

Since this statement has been promulgated, there 
has been no public controversy between the two 
professions in the courts or the legislatures. State 
conferences, patterned after the national group, 
have been formed with the encouragement of the 
National Conference, and some of them are actively 
considering general problems and specific com- 
plaints which have been brought before them. 

It is perhaps too early to say that pursuance of the 
conference method of negotiation has finally brought 
to an end open warfare between the two professions, 
but there is at. least good reason to hope that this 
ill prove true; $ 


Foreign Practice 


of extreme nationalism in many countries 
g World War lI has, as you know, resulted 

als in a number of countries that restrictions 
n the practice of accounting by foreigners 
countries, and indeed, in some cases, 


U tot 
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ORGANIZATION AND ACTIVITIES 
Op THE ACCOUNTING PROFESSION 
| IN THE UNITED! STATES — III 


J 


-. by JOHN L CAREY 


Executive Director, American Institute of Accountants 


Accountants’ Liability 

The legal liability of certified public accountants in 
the United S has not yet been clearly defined. 
itj ted that in the absence of fraud 
untant, he is liable only to the 
a contractual relationship, 
tion, acquire the con- 
+h as surety companies 
parties’ l 










An 
~and 


cipal association of surety companies that the 
interests of the two groups were closely related, and 
that it was unfair for surety companies to sue 
accountants to recover losses under fidelity bonds 
unless there were some evidence of wilful fraud or 
bad faith on the part of the accountants concerned. 
agreement was entered into between the Institute 
more than thirty of the principal surety com- 






faith on the part of an accountant, the surety 
concerned would refrain from legal action. 
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factual situations tended to impair the independence accounting and auditing standards, and disclosure of 1 
- of certifying accountants: all material facts, to remind its members that the 


(1) Accountants consciously falsified facta. objective vi int must be maintained. The Insti- 


tute does overlap an S.E.C. rule by providing that a 
(2) A Ge unverified information member shall not express an opinion on\ financial 


statements of any enterprise financed in whole or 
(3) Accountant subordinated his judgment to that in part by public distribution of securities\if he 


of client. owns, or is committed to acquire, a financial intezest 

(4) ah a of certifying accountants did much -in the enterprise which is substantial, either “in 
of the book-keeping for registrant. relation to its capital or to his own personal fortuné;. 

(3) SE audit report to management differed or if a member of his immediate family owns or is 

from report made public. permitted to acquire a substantial interest in the 


(6) Close personal relations existed between 'ać- enterprise. If the client is not financed by public 
countants and ent, plus various pers distribution of securities, but the: jal statements 
sonal services by accountants for managemenq: °” which the member expresses 

in their individual capacities (together with 
other factors). ` member shall SE in 

(7) Agreement between client“ and accountant eee a crite 
indemnified accountant against liability. i 

` (8) Accountant posted the general ledger entri 
, governing a month’s transactions and made al 

_ closing entries, 














. There has been some concern amo: 
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pointed out the experience of the accounting profes- 
sion in the United States. 


p As mentioned earlier in this paper, the profession, 


~in my country was virtually founded by chartered 
‘accountants of England and Scotland. If at that 
time a restrictive or an exclusive policy had been 
directed towards these men, there is no doubt that 
the development of the native accounting profession 
in the United States would have been greatly re- 
tarded. As it was, many American accouhtants were 
trained by chartered accountants who came to the 
States, after having had the benefit of nearly half a 


century of experience in Great Britain. Americans’ 


learned from them, and thus were able to develop 
standards and procedures far more rapidly than 
trial-and-error methods would have permitted. In 


` a comparatively short time, native American account- 


ing firms were formed in all parts of the country, and 
even those firms which had originally been founded 
by British accountants came under the control of 
native Americans, 

We point out to our Latin-American friends, 
particularly, that similar experience may be expected 
in their countries if a reasonably tolerant approach 
is adopted toward the ‘invasion’ of American certified 
public accountants during the formation period. 

We believe that the policy of live and let live is 
essential to continued progress, 

In this connection, I cannot refrain from mention- 
ing again the tremendous contribution to inter- 
national understanding and co-operation which the 
accountants of the United States believe was made 
by the Sixth International Congress on Accounting. 

The Interamerican Conference on Accounting, 
which has held two sessions - the first in Puerto 
Rico and the second in Mexico City — has also done 
a great deal to broaden friendly acquaintance and 
mutual understanding of common problems among 
accountants of North and South America. A third 
Interamerican Conference is scheduled to be held 
in São Paulo, Brazil, in 1954. 


f The Personnel Shortage 

One of the most pressing difficulties faced by the 
nting Se in the United States today is a 

of well-trained and well-qualified per- 
shortage is traceable to a'number of 
jpg the low birth-rate during the 
19303; demande of the armed 
orean war and the defence 
licies of the Federal 
tition among 
a for the 
ngin- 

e 
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programme has not yet been fully developed, but 
it is expected to include the following steps: 


` (1) Speeches by certified public accountants before 
high-school audiences in all parts of the 
country. Meetings with high-school principals, 
teachers, and vocational advisers; widespread 
distribution of pamphlets among high-school 
students, explaining the advantages of profes- 
sional accounting as a career; possibly the 
preparation of a motion picture designed for 
high-school audiences, showing the nature of 
professional accounting work and indicating 
_ Its opportunities for service. 

(z) Possible extension of aptitude testing at the 
high-school level, so that students may learn 
early: whether or not they have the attributes 
which predict a reasonable success in the pro- 
fessional accounting field. A testing programme 
of this nature at the college level has been 
sponsored by the Institute for the past eight 
or ten years. 

(3) Close relations with teachers of accounting at 
the colleges and universities, preparation of 
articles in magazines read by college students, 
communication with vocational advisers and 
similar activities at the college level. 


Public Relations 


In getting attention from the public, certified public 
accountants in thé United States are at a great dis- 
advantage in comparison with the older professions 
of medicine, law, or engineering, for example. In 
the first place, the accounting profession is younger 
„and, naturally, not yet as well known. Even more 
\important, perhaps, is the fact that the average 
citizen has no reason to seek the professional ser- 
‘vices of the certified public accountants, and there- 
ffore is unlikely to become personally acquainted 
with members of the accounting profession. Since 
certified public accountants are not as numerous as 
members of the other professions, and perhaps are 
not likely to become so, there is less opportunity also 
for extended acquaintance with C.P.A.s among 
citizens generally. ` 

Yet public opinion is of vital importance in many 
decisions affecting the interests of certified public 
accountants. Members of state legislatures, of Con- 
gress ~ even the courts — are influenced to some 
extent, consciously or subconsciously, by public 
attitudes on various questions. Labour unions, 
business organizations, lawyers, bankers, teachers, 
students, stockholders, and many other classes of 
persons, have some power over the future of the 
accounting profession. It seems most desirable that 
to the extent possible members of these and other 
groups have at least a rudimentary understanding 
of the certified public accountant’s standards, the 
ature of his work, its effect on the poe interest, 


eege 


d the opportunities the profession offers as a career, 


tion of the fruits of production among all the group: 
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at the conclusion of World War II, a planned public- 
relations programme, which has expanded quite 
rapidly since that time. - 

The objective is simply to communicate, by all 
available media, the basic information which we 
would like people to know. 

The first step was to get down in writing the 
essential ideas which we wished to communicate, 
the audiences whom we wished to address, and the 
channels through which we might commiunicate 
with them. Implementation of the programme has 
resulted in presentation of speeches before various 
groups by members of the accounting profession; 
‘publication of articles in general magazines -and 
special publications directed to banking and credit 
` groups, investors and various business groups; the 
preparation of radio and television 
issuance of releases to the press at all suitable oppor- 
tunities; publication and distribution of special 
pamphlets on various aspects of the profession’s 
activities; organization of meetings with leaders of 
groups of special importance, such as financial 
editors and publishers, congressmen and senators, 
bankers; lawyers and others. 

The work has been carried on hy full-time mem- 
bers of the Institute’s staff, with the collaboration 
of outside public-relations counsel compensated on 
a fee basis, and under the supervision of and with 
the assistance of committees consisting of members 
of the Institute. 

It is, of course, extremely difficult to measure 
results in this kind ‘of work. The volume of informa- 
tion distributed in the six-year period is impressive, 

and it seems to be generally agreed within the profes- 
sion that the programme has had a favourable, 
impact on the attitudes of important groups toward) 
certified public accountants. 

_ It is recognized that the public relations of the 
accounting profession depend ultimately on the 
aggregate impressions formed by citizens generally, 


the quality of professional services rendered, 
by C.P.A.s. Indeed, part of the programme has; 


been encouragement of individual certified public 
accountants to act as goodwill ambassadors for 
the profession as a whole. But it is believed 
that the efforts of individuals will be more effective 
against a background of general information which 
can be made available by organized effort through 
the professional societies. 


CONCLUSION 


In the English-speaking world, the accounting profes- 
sion, in a relatively short time, has come to occupy a 
position of critical importance in the economy. As 
the social economic structure becomes more com- 
plex, the measurement of income, assets, liabiliti 
and.capital becomes a matter of major importanc 
to the public as a whole, in addition to direct partici 
pants in financial transactions. Equitable distribu 
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major p oblems of society as a whole. Since the fruits 
of prod’ tion must be expressed in terms of a com- 
mon dénominator, which is the monetary unit, it 
vident that accounting is an indispensable 
part of, the new society which seems in process of 
formati m. 

Cred ble financial reports of various kinds are 
essenti: | for the smooth operation of the machinery. 
of cre; it and investment, the administration of 
income taxation, the efficient management of business . 
activiti s, the regulation of business affairs by the 
govern nent, the peaceful au Sere of wage scales, 

at all levels. 

Sure y no profession has more challenging oppor- 
tunitie i for service to society than the profession. 
which, ‘an provide credible financial statements, on 
which! even parties with conflicting interests may " 
rely w th confidence. 

Thii | profession i is fortunate in the tradition which 
it inhe jits from its founders in England and Scotland 
-a tra tition of high standards of integrity, technical 
skill, £ ad personal dignity. ee 

In jhe United States the accounting profession is 
keenly |conscious of the importance of that tradition. 
It has: encountered many difficult problems, some 
arisin; from its own sudden growth, some from the 
politi al structure and social customs peculiar to the 
Unite | States, some from the necessity of adapting 
itself! o rapid and radical changes in the economic ` 
syster | 1. These problems have not yet been fully 
solver | | but sufficient progress has been made toward 
a sch tion to inspire the certified public accountants 
of my Sountry with confidence in the future. 
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WEEKLY NOTES ` 


Incorporated Accountants’ Course 
The residential course of The Society of. Incor- 
porated Accountants and Auditors returns this year 
to Cambridge — last year’s venue was Balliol College, 
Oxford~and members will gather next Thursday 
afternoon at Caius College and neighbouring King’s 
College for a stay of five days. 

The course, which is being presided over by the 
President of the Society, Mr C. Percy Barrowcliff, 
F.8.A.A., Will be in similar style to those of previous 
years, a number of papers being presented and ample 
time given for group discussion and informal meet- 
ings. On the final evening, September 21st, a guest 
night dinner is to be held in King’s College Hall. 

Speakers have been invited from outside as well as 
from within the membership of the Society and the 
addresses to be given are as follows: g 

‘What the Inland Revenue expects of the account- 

ancy profession’, by Sir Eric Bamford, K.C.B., K.B.E., 

C.M.G., Chairman of the Board of Inland Revenue; 

‘The structure of Companies in relation to taxation’, 

by Mr H. Major Allen, Barrister-at-Law, and Mr 

W. G. A. Russell, ¥.5.4.4.; ‘Practical aspects of 

saving estate duty’, by Mr Geoffrey Tribe, Barrister- 

at Law; “The Finance Act, 1953’, by Mr D. O. 

Bailey, A SA A. ` “Statutory and non-statutory reliefs’, 

by Mr J. R. Paramour, F.C.A., F.8.A.A.; ‘Appellate 

procedure’, by Mr F. Heyworth Talbot, oc, Mr 

L. Barford and Mr A. Stuart Allen, F.s.a.a.; “The 

nature and purpose of direct taxation’, by Professor 

F. Sewell Bray, F.c.a., F.8.A.A, Stamp-Martin, 

Professor in Accounting; “The organization of an 

accountant’s office in the U.S.A.’, by Mr J. William 

Hope, c.p.a.; “Taxes and interconnected companies’, 

by Mr Frank Bower, C.B.B., M.A. 


Fuel Conservation Report 
The report, issued on Monday, of the specialist 
team which visited America early last year to study 
the problem of conservation of fuel, heat and energy 
is wholly technical.! It gives many striking examples 
of fuel wastage, among them the facts. that of the 
coal consumed in this country, 80 per cent of the 
heat is lost; that in an uninsulated house, one quarter 
of the heat escapes through the ceilings and roof; 
that railway locomotives burn annually about 13:5 
million tons of high-volatile, large-sized coal at an 
average efficiency of no more than 6 per cent; and 
` that the entire output of 10,000 miners each year is 
wasted in. the form of unnecessary smoke which, 
incidentally, is reckoned to cost the nation at least 
£100 million. The team makes forty recommenda- 
tions. These include the administration of a national 
policy under a Fuel and Power Board, the encourage- 
ment of research and development of alternative 
-energy sources to coal, the sharing of fuel and power 
plants by adjacent factories, and closer co-operation 
between the gas and electricity industries. 
1 Obtainable (5s post free, excluding- air ` 
British Productivity Council, 21 Tothill 


Europe's Dollar Deficit 
The.experience of Western Europe as a whole in the 
first five months of 1953, so far as its dollar deficit 
was concerned, followed a similar pattern to this 
country’s. The general picture, of course, hides some 
variations of experience between different countries 
especially in the trend of industrial production. 

Overall, Western Europe reduced its dollar deficit 
by as much as two-thirds ~ from $1,713 million in 
the first five months of 1952, to 3597 million in the 
same period of this year. Most of this substantial 
improvement was due to a decline in imports and this 
in turn was brought about to a very large extent by a 
fall in prices. A feature of exports has been the good 
business done with the North American Continent 
to which sales increased by about 20 per cent. The 
industrial output which has been behind these higher 
exports has varied notably between different countries. 
The best performance over the period under review 
compared with the same time last year, was put up 
by Holland and Germany. This country’s record is 
somewhat indifferent and some countries, notably 
France, Greece, Belgium and Austria, recorded 
declines. i 

Western Europe as a whole is thus slowly improv- 
ing its external position with the assistance of two 
main factors. First, it is benefiting from falling world 
prices which as yet affect adversely neither the com- 
modities which the countries concerned, nor their 
SC export; nor has the fall yet seriously 









educed the capacity of certain export markets to 
accept imports. Second, the continued prosperity of 
the-United States and Canada is an increasingly 
important ‘factor. It would seem that the nearer 
urope gets to solvency the more dependent on that 

ket does it become." i SS 


` Slight Rise in Gold Reserves 

t the end of August the gold and dollar reserves of 
his country were $2,469 million or $13 million 
igher than at the end of July. The increase would 
ve been rather more substantial if there had not 
ben a large repayment on the Canadian credit to 
meet. This accounted on the debit side for $39 mil- 
lion and was sufficient to offset the credit balances 
Hected under all other trading headings. American 

brought in $19 million and there was a deficit of 
$Ø million to meet on E.P.U. 
In the event, the movements during the month 
ere all small. This means that at the start of the 
ird quarter of the year, which is usually a time of 
in on the dollar reserves, the factors which have 
helped to build up the. position of seine over 
re&sent months were still holding their,own. Exports 
tofNorth America and the downward trend in world 

smmodity prices while those commodities which 
dollars for the sterling area have remained fairly 
ble, have continued to sustain a demand for 
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sterling in the financial centres of the world. The next 
month or two will show whether the nice balance 
between the experience of world commodities in 
general and sterling area ones in particular, can be 
relied upon to support the reserve position or 
whether lower commodity prices are going to result 
in smaller purchases from abroad in foreign and 
Commonwealth markets which will react on exports. 


Attitude Surveys in Industry 


Human relations in industry have received a great 
deal of attention both within industry and among 
those outside who take it upon themselves, asked or 
unasked, to study the problem. It is now generally 
accepted that industrial relations, notably those 
between management and labour, play a key role in 
deciding the level of output, amount of absenteeism, 
rate of labour turnover, and so on. It is becoming 
more apparent that the issue of efficiency cannot 
always, if at any time, be resolved into a matter of 
more or less pay, better working conditions, and the 
individual willingness to manipulate a machine faster. 
Complex problems between individuals, between 
groups, between departments, are woven into the 
pattern of human relations in the factory along with 
the strands which concern labour and management 
directly. 

The danger is that in the hour of vindication, when 
industry is beginning to admit that there is some- 
thing in all this, the exponents will frighten practical 
men with their jargon, with the time they need -to 
find some sort of an answer, and their insistence of 
the complexity of it all. The experts need to be ab! 
to offer fairly quick results and to abandon fads an 
perfectionism when it comes to applying thej 
techniques to cases, if they are to hold their gains. 

The attitude surveys by free interviews carried out 
by the National Institute of ‘Industrial Psychol 
may be a move in this direction. The technique con- 
sists in confidential interviews be an investigator fro 







the institute. The object is to make people talk feele" 


to list their complaints and to arrange their order 
frequency but not to produce from the interviews 
series of recommendations. The employees’ com- 
ments are left to speak for themselves. ‘Employees’ 
taken in the widest sense, including those at executive 
level. In this connection it is of interest to note t 
grievances among professional workers in large 
establishments are often found to be a source of i 
efficiency though it is often overlooked by 
employer. : 









e 
Farnborough 1953 
This year’s Farnborough show, which opened thfis 
week under the auspices of the Society of Britigh 
Aircraft Constructors, reflects the change which 
come over the aircraft industry in the last twelve 
months or so. In that time there has been a reshuXfle 
of priorities in the industry’s construction programm 
following the re-phasing of the rearmament p 
gramme. ` 
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ios resources are now available for the produc- 
tion ofj civil aircraft tho E 
many d the highest priority. The effect of this 
change) pf emphasis is apparent in this year’s Farn- 
boroug}} display. There is less emphasis on new 
prototy jes and more on recently developed types. 
which i fe now in production. This year’s show is in 
fact m ch more a selling event than its recent pre- 
d | 8. The world is being told this week that this 
ee is not only at the forefront of design in all 
types cf -aircraft but that it can give good delivery 
dates a | well. 


Advances Continue to Fall 


The c earing banks’ statement for August shows 
furthe: | declines in both advances and commercial 
bill hy ldings. Advances are now running at £78 
less than a year ago and acceptances are 
lion lower. There is thus little sign in the 
of a relaxation of the terms on which advances 
are av ilable. Both on the evidence of advances and 
accom nodation on commercial bills disinflationary 
forces} ire still at work. 

On/jthe other hand, deposits have begun to rise 
again,| ‘True’ deposits were £28 million higher than 
in Jul | and £174 million above the level of a year 
ago. qoe is in fact no sign of a change of trend in 
the e er-increasing amount of borrowing by the 
Govet ament from the banking system. Over August, 
Treas iry bills went up by £92 million, making an 
incre le of £101 million on the year. Investments 
were | (ttle changed on the month but they were £222 
millio } higher than in August a year ago. Inflationary 
poten jal is thus still coming from the public sector 
of the economy. 








Unemployment at Mid-Year 

In Ju y there is usually a slight increase in the total 
of un :mployed owing to the registration of school- 
leave! $. This year has been no exception. But this 
influ; jof young workers into the labour market finds 
the gi neral employment situation basically good. Over 
the tlonth ended August roth, for example, there 
was | slight decrease in the numbers temporarily 
un ployed, the figure being 11,000 compared. with 
over| [5,000 in July and 12,000 in June. 

Tl ere was an increase in total unemployed owing 
to th s influx of juveniles and also owing to seasonal 
chan tes in certain industries. Taking the month of 
July; | numbers in employment actually increased — 
24,010 in fact—and it has to be recorded that Se 
were lall women. The main increases were in agricul- 
ture! |food, drink and tobacco and in the distributive 
tradis, while declines of a seasonal nature were 
reco ded in coal-mining, engineering and building. 
T ie total unemployed early in August was 1-4 per 
cent{of the total employed compared with 1:3 per 
cen{ in July and 1-9 per cent in August 1952. Such a 
resents a state of full employment, not 
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CURRENT LAW 


International Law: Intestacy 


Barnard, J., gave judgment for the State of Spain 
in the action Jn the Estate of Maldonado, decd., State 
of Spain o Treasury Solicitor (Solicitors’ Journal, 
June 27th, 1953). The deceased, who was domiciled 
in Spain, died intestate in Spain without next of 
kin and leaving estate in England. The State of Spain 
claimed the estate as sole and universal heir by Spanish 
law; the Crown claimed the estate as bona vacantia. 
Barnard, J., pointed out that in the case of intestacy 
movable property was to be distributed according to 
the law of the domicile of the intestate; this was 
English law and so Spanish law governed the 
matter. Spanish law provided that in circumstances 


. such as the above the State should inherit. His 


lordship accepted the view that the State of Spain 
` was the true heir; there was therein nothing repugnant 
to English law or to English public policy. He granted 
letters of administration accordingly. 


International Law: Charter-party 


In The ‘Assunzione’ (Solicitors’ Journal, July 11th, 
1953), Wilmer, J., held that Italian law applied in the 
following circumstances.: A cargo was shipped in 
France for Italy on a charter-party in English, dated 
Paris, October 7th, 1949, pursuant to which a bill 
of lading, in French, of an Italian vessel was issued. 
The charter-party was negotiated between brokers in 
Paris and Genoa and freight was payable in Ital 

lire. There was nowhere any specific indication of the 
law which was intended to govern in the case of 
dispute. 

The cargo was damaged and delivered short in 
Venice, and the consignees brought an action against 
the shipowners, the latter contending that Italian 
law should apply, that being the law of the flag. The 
plaintiffs contended that the law of the contract ` 
er was the proper law. 

The learned judge found for the former on the ` 
ground that in all the circumstances of the case, 
Italian law would have been intended by ordinary, 
reasonable and sensible business men if their minds 
had been directed to the question. That would give 
business efficacy to the contract and claims would’ 
most likely to arise in Italy; there would be judgment, 
therefore, for the shipowners. 


Bankruptcy 
On August 22nd, 1952, a local authority served a 
bankruptcy ‘notice on a debtor, who filed an affidavit 
in opposition. On September rst, the Registrar fixed 
‘the hearing for September roth and extended the 
duration of the bankruptcy notice accordingly. On 
September roth the application of the debtor was 
dismissed, whereupon he appealed on October 18th 


decision of the Divisional Court and the debtor then 
sent to the local authority a cheque for the appro- 
priate amount, which was refused. A month later, 
the authority filed a petition in bankruptcy and the 
Registrar made a receiving order on May rst, 1953. 
Harman and Upjohn, JJ., found that the act of 
bankruptcy was complete when the Registrar made 
his rdar dismissing the debtor's application on 
September roth, 1952. It was not, therefore, permis- 
sible to found a petition more than three months after. 
The debtor’s notice of appeal of October 8th, 1952, 


. and the order of the Divisional Court of November 


roth, 1952, did not operate to suspend the running 
of time under Section 4 of the Bankruptcy Act, 1914, 
because, by Rule 141 of the 1915 Bankruptcy Rules, 
only the Registrar could extend the time for com- 
pliance with a bankruptcy notice. The petition was 
thus out of time. (Re a Debtor (No. 48 of I9 1952) 
ya 2), Ex parte the Debtor o, Ampthill Rur 

viet Connell and Another (Law Times, July Sie 
Kees 


Carriage of Goods by Sea: Deck Cargo 


The plaintiffs in Svenska Traktor Aktiebolaget v, 
Maritime Agencies (Southampton) ` Ltd (Solicitors 
Journal, July 25th, 1953) were consignees of tractors 
shipped from Southampton to Stockholm, the 
defendants being the charterers. Some of the tractors 
were carried on deck and one was washed overboard 
during the voyage. The bill of lading provided that 
the terms etc. of the Carriage of Goods by Sea Act, 
1924, were to apply; it provided also that the owners 
should be at liberty to carry on deck without res- 
ponsibility therefor. 
| Pilcher, J., held that the reservation, of liability 
for deck carriage did not enable the carriers to avoid 
liability unless the bill of lading stated that the 
go was Se? so carried, which it did not. The 
fractors were thus ‘goods’ within the meaning of 
Article I (c) tho accordingly, subject to Article ITI, 
Rule 2, by which the “hipowners were bound 
properly and carefully to load and discharge the 
goods. The tractor was lost in weather which was not 
abnormal and the carriers were liable. 


Power in Will to Postpone Sale 


In Rooke; Rooke v. Rooke (Law Times, May 29th, 
1953), a testator directed that 
‘if my house, farm lands and premises known as 
Woodhouse . . . and my live and dead stock have 
not been sold at the time of my decease to as soon 
as possible after my death sell the same . 
Harman, J., held that this direction was sufficiently 
imperative to override the discretionary power to 
postpone and that thus there was a ‘contrary in- 


to the Divisional Court, which allowed hi tention’ within Section 25 of the Law of Property 
February 1953 the Court of Ap ct, 1925. 
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FINANCE AND COMMERCE 


Stock-markets are making a firm approach to what 
promises. to be an exceptionally interesting autumn 
period. With the first of the Serial Funding issues 
coming due for redemption in November and with 
Treasury bill borrowing running at a very high level, 
a Government funding operation is generally antici- 
pated. In addition, the new issue market has to face 
-the prospective heavy issues of steel shares as well 
as the borrowing requirements of Colonial and Muni- 
cipal Governments. 


“Tootal Accounts 


Early t this year, the business of Tootal Broadhurst 

Lee Company Ltd. was reorganized. The company 
© became solely a holding concern under the name of 
Tootal Ltd and the operation of the business was 
handed over to subsidiaries formed for that purpose. 
There is now ‘a combination of the central control ` 
of policy with the maximum devolution of responsi- 
bility and executive action.’ 

One result of the reorganization is an alteration in 
the method of treating certain items in the books. 
The most important item is stock-in-trade. For the 
purpose of the acquisition of the stock by the new 
operating companies, it was necessary, the chairman 
states, to employ the basis of valuation usually 
accepted by the Inland Revenue, namely cost or, 
market value as understood by the Revenue. This 
method was followed in valuing closing stock at 
June 30th, 1953. 

The opening stock, however, had been valued, the 
chairman points out, according to the’ methods 
habitually employed. In order, therefore, to avoid 
the distortion that would otherwise have occurred in 
the result by ‘this artificial inflation of the trading 
profit’, the surplus arising through the change in the 
method of stock valuation has been. carried to ge 
stock reserve. 


No Such Figure 


These 1953 accounts cover nine months’ trading under 
the previous structure and three months’ trading 


under the new, and this fact, the chairman empha- 


sizes, has to be borne very much in mind when study: 
ing them. A case in point, he cites, is the item ‘Loss 
. Subsidiary Companies £200,000’, which, he explains, 
is the overall result of a complete year’s trading by 
the subsidiaries created before the reorganization 
and three months’ trading by those subsequently 
created. The major part of the loss during the three 
months’ period is attributable to the same business 
that made the major portion of the trading profit in 
the previous nine months, a seasonal fluctuation 
which ‘is neither unusual nor disturbing to, us.’ 
We fear that some readers of these accounts, 


item. No such figure appears in the accounts. There 
is, in the consolidated profit and loss account, an 
amount of £189,722 which, subtracted from ‘Tootal 
Limited, £730,398’, leaves £540,676 under the main 
heading of Consolidated net profit after taxation. 
The clue is in the directors’ report, where, from 
the £540,676 is subtracted {10,278 in respect of 
‘amount retained by subsidiary companies (including 
the sum of £200,000 provided by Tootal Limited 
for loss stistained by subsidiary companies)’. 
Maybe it is a case where those who have lived 
with the books and the figures cannot quite visualize ` 
how the final accounts will be seen by shareholders. 


Pye 

The annual publication of Pye Ltd, Hake of radio 
and television receivers, scientific -instruments etc., 
has come to be regarded in some quarters as ‘rather 
too much.’ The critics see it as the chairman’s 
opportunity to get the bees in his bonnet off his 
chest, if this mixing of metaphor may be permitted. 
This year, Mr C. O. Stanley gives a page to a con- 
sideration of the accounts and many more pages toa 
humorous article and illustration from Punch, to 
airing his views on commerci “sion; on purchase 
tax; on the workings of the Wireless Telegraphy 
Act and the power it gives to the Postmaster-General — 
too much, in Mr Stanley’s view — to colour television; 
and to transitors. 

May we suggest, however, that there is a lot to 
be said for Mr Stanley’s appeal to his readers to 
‘keep our sense of humour and our sense of 
proportion.’ Company chairmen in these days are 
wont to range over a wide field far outside the 
immediate’ scope of their business. If they express 
their personal opinions in a seemingly provocative 
manner, what harm! The time to cry halt is when it 
goes too far and that, we suggest, is when the ex- 


-ception becomes the rule, 


Incidentally, the article on transitors is extrémely 
interesting. Mr Stanley intends in the years to come 
to have much of the Pye equipment designed around 
transitors, which, he believes will open a new age.in 
the science of electronics. ; 

To describe what the transitor is, in language for 
ordinary people to understand is an impossibility, 
says Mr Stanley. What it does is to face the radio 
valve with ‘its first rival for the vital centrepiece of 
radio design.’ The germanium transitor, using a 
particle no larger than a pin’s head, -occupies a 
space only about one-tenth of the volume of the 
smallest sub-miniature valve. 


: The Other Nine 
ae referred last week to ten balance sheet items 


however, may be fogged by this reference in the etter in the Press maintained had made 
chairman’s own ES marks to the £200, rse confounded’ in company accounts. 
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We mentioned one of them — Surplus arising on 
consolidation ~in our note on the speech by Mr 
W. H. Higginbotham, F.8.A.A., ¥.8.8,,:the chairman 
of Edgar Allen & Co Ltd. For those readers who 
asked, and those - whose queries may have been 
unvoiced, here are the other nine: 

‘Difference between the cost of acquisition of 
subsidiary companies shares and their par value.’ 

‘Net premium on purchase of shares of subsidiary 
companies less undistributed profits at date of 
acquisition.’ 

‘Acquisition reserve arising on the incorporation 
in the consolidated balance sheet of the tangible 
assets and liabilities of subsidiaries at book value.’ 

‘Capital reserve including net excess value of the 
assets in the balance sheets of subsidiaries over cost 
of acquisition by the parent company.’ 

‘Excess of net tangible assets of subsidiary com- 
panies over the stock issued on acquisition.’ ` 

‘Goodwill at cost including excess of cost over par 
value of, investment in subsidiary, companies.’ 
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‘Net excess of par value over book value of invest- 
ments in subsidiary companies.’ 

‘Net premiums on acquisition of shares in sub- 
sidiary companies less amounts written-off.’ 

‘Difference between the value at which inter- 
company holdings of shares are taken as assets into 
the balance sheets and their par value less undis- 
tributed profits at the date of acquisition.’ 

Some, or all, of these items may seem simple to 
accountants. ‘The difficulty, like Mr Stanley’s 
transitors is to explain them in simple language for 


ordinary people. 


Money Market 
Applications for Treasury bills on September 4th 
totalled £394,575,000. The market bid was reduced 
and 66 per cent of requirements was 
obtained, the average Bee rate being £2 7 7430 
per cent. Reduction of the market’s bid by 3d brought 
a sharp increase in the discount rate. This week’s offer 
is maintained at the record high level of £300 million. 





TOOTAL LIMITED 


Balance Sheet ax at June 30th, 1953, 



































7 
Share Capita! Authorixed: : £ t ( ` £ £ 
400,000 per cent Sue Preference Shares Si $ Trade Investments — at Cost 57,966 
=> £l each se 400,000 
~, 800,000 Ordinary Shares of ET sach 800,000 mg 
` 200,000 Employees’ Shares of £! each 200,009 Subsidiary Companies (Seo Note 3 below) 
Investments .. CS ha ae te , 3,151,469 
£1,400,000 Amount Owing .. 2,821,980 
Share Capital issued and fully paid: 5,673,449 
400,000 5 Less Provision for Loss Var In Subsidiary 
aed per cent Cumulative, Preferance sare e fe Companies J 241,610 
800,000 Ordinary Shares of £1 each. 800,000 STE 
146,359 Employees’ Shares of £1 each 146,359 
1,346,359) Current Assets i 
Revenue Raserves and Unappropriated Profit: i WM SA VW EH sa a A 1,623 
Genaral Reserve 2 DI DÉI Së .. 1,200,000 to Trustee for me Deen ai Employees ean 
Contingency Reserve ` 1,532,131 SC 
eserve (including roserve “for unrealized 
S Bro on trading within pe troup) os Note a Investments: 
Pension Schemes Reserves `. a RE Quoted (Market uate £13,535) . « £7,035 
Profit and Loss Account Balance |. 1,642,943 Maney on Deposit . 120,000 mm 
m. 3,063,573 ` 
Cash at Bank and in Hand Ai 3,195,233 


United Kingdom Taxation (Sea Note 2 below): 


Reserve for Accruing and Future Taxation. . 
Provision Jor Accrued Taxes after deducet 
Tex Post-War Refund Së ` ps Ger 


plurret Liabitittes: 


Creditors an 
Dividend and Coronation Bonus (net) pro 
payment as 











A. V. SYMONS, 
Directors. 
KENNETH LEE, 


DENIS B, TRACEY, Secretary. 
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1952 è 
£ Toota! Limited £ £ 
1,343,932 Share Capital Issued (sec separate Balance Sheet) .. s3 i oe DÉI ee Ss Gg 1,346,359 
ital Reserve ` 
ount arising out of holdings in Subsidiary Companies Including profit on Sale of Works of Subsidiary > 
93,316 company Së sep aS ee ax ve gë SS we A KS vs SV SN 93,448 
Revenue Reservas and Unappropriated Profits 
1,280,000 General Resarve Gë di SA Fy Ge? 1,280,000 
1,575,002 Contingency Reserve .. Së a s ex r k ae ae E Ss aa «» 1,572,943 
Stock Reserve (Induding reserve for unrealized profits on trading within the group), (See Note | on Tootal 
1,721,620 Limited Balance Sheet) ve ~~ pë zë AN zs Së Sep Se eg we «+ 1,376,996 
000 Pension Schemes Reserve Se Se es as s CH Se sx ra nia de .. _ 370,000 
1,073,525 Profit and Loss Account — Balanca `. Ze Ss Ss Gi ex DÉI ca D Se «+ 1,775,578 
———! 5,770,147 —-—— 6,375,517 
7,207,395 7,815,324 ~ 
Outside Shareholders ` 
4,17 Interest In Capital and Reserves of Subsidiary Company .. Se Se SS s Ss di es 5,494 
United Kingdom Taxation (See Note 2 on Tootal Led Balance Sheet) 
222,317 Reserve for Accruing and Future Taxation .. e we vr ee we Së T så ka 693,694 
1,955,917 P Provision for Accrued Taxes after deducting Excess Profits Tax Post-war Refund a Sa Sie Ss 360,858 
2,178,294 $ nn 1,054,552 
Current Liabilities and Provisions 
“9,222 Bank Overdraft overseas (partly secured by mo of stock of overseas branch) .. 7 vi vi 7,180 
82,842 (General y Provision for Employees’ Compensation (Argentine e an oe DÉI ox ae Sé ES 1,823 
royis. 
621,450 Creditors and Accrued Charges y 8 d se vs r we ` ve 877,520 
80707 Loans ind Coronati, OE, E E ee e 8 See äi Kong Eat 
vidends an ronation Bonus (net) proposed fe nm Ss Sa wë D en d , 
EE (net) proposed for payme a 1,060,658 
Notas: 
A. Tho amount of contracts for Capital Expenditure not provided for is £101,682. (1952 £242,637.) 
B. There are contingent |tabilities amounting to 950 In respect of Bills discounted, 
C. A portion (not yat due or ascertained) of the | tstalned In Subsidiary Compantes is covered by guarantee, 
£10,258,302 £9,936,002 
mman nana Pi 
Consolidated Profit and Loss Account 
ie A T € E 
o Expenses Chargeable nst Trading Profi 
enk peprecadcn of Fixed och i Sep z a E DÉI sm SS Aë eH 
d Irectors’ Retiring Alle e DÉI . W . $x 
SEN Directors’ Emoluments Ree te di Si SS eis DEE a D 71,927 
, Sundry Provisions Sé Ne ae oe DÉI WI a E Sé SS Co - 339,779 
366,869 1,377 
1,370 ,, Proportion of Profit of a Subsidiary company att le to outside shareholders aie ats Se s. 44'178 
— _ » Expense of Reorganization, Including cost of fo n of subsidiary companies ià DÉI DÉI DÉI ' 
466,777 „ Consolidated net Profit carried down `. i ee “ 868,384 
835,036 i 1,273,716 
T a United Ki axat h, 1953: 
ge ee E et ee 
deierste 241,988 Incom DÉI Ki E DÉI DÉI DÉI DÉI DÉI ` D DÉI 1 327,708 
u Consolidated net Profit after Taxatl 
vers Tea Ries », ied 2 soe oT, PER S ` Ve 
d i : 
224,789 D j lary Companies .. Ss 540,676 
£466,777 £868,382 a 
£ £ To Amounts transferred to Reserves: £ 255 000 
= Revenue Reserve ~ Tootal Limited Pension Sch . : Me SZ ' 
13,789 Revanue Reserve ~ Subsidiary Companies .. ` $ $ ` i 


1,384 Capital Reserve — Subsidiary Companies 
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F SUBSIDIARY COMPANIES : K 
` Sheet as at June 30th, 1953 
1952 
£ £ £ 
Flxed Assets 
800,395 Land and Buildings at Cost or at tho net amount standing in KERSCH Books RECH Ist, 1948 816,591 
136,316 Less Depreciation and amounts written o Be a. 169,103 
1042 Sums applied out of Cotton Spinning Re-equipment Subsidy es ne oe ad Së 1042 
137 358 170,145 
EE 646,446 
663,037 
Machinery, Plant ang nd Equipment at Cost or atthe net amount standing In the Companles' 
LJALI Books at July Ist, | Me) eee ioe MEDS ane t E 1,950,361 
Page Less Daprechiion pe amounts written of x Su, Sie , 746,737 
ums Jad out o tton nnin ul ment ubsl Së DÉI , 
a 573,552 ae Pi $ wel P Á -— 797,636 
1,167,562 1,152,725 
, 1,830,599 1,799,171 
1: 57,853 Trade Investments -at Cost .. Ac oa ate d A ‘a à ` 
1,888,452 1,857,137 
Current Assets 
808,017 Debtors D eg dë A e 1,134,566 
4,926,726 Stocks, Materials and Stores at estimated ‘cost or market value’ Lé Vie S Ri 3,008,468 
43, Loans Nei Kä à eh 34,099 
Loan to Trustee for the purchase of Employees’ Shares tn Tootal Limited .. ae x 4 3,002 
investments: 
10,107 Trustee Securities (at Cost) (Market Value £8,703) 5 tr d Se 7 10,107 
i 7,035 Other Investments (aiora) (Marker valve £13,535) oe ie Si Se si we - 7,035 
874 Othar Investments (unquoted) e ` ee ee A D 863 
120,000 Hone on Deposit .. Kä Sc die Ze vg D eb e sik 120,000 
2,451,284 Cash at Bank and In Hand .. gé D oe T we ia ii : 3,760, 
8,369,850 8,078,885 
Notas 
Forelgn Currencies have been converted to sterling on the following basis: 
Fixed Assets ~ At the rates ruling in the year of acquisition. 
Current Assets and Liabilities — Ac the rates ruling at the date of the Balance Sheet, 
£10,258,302 £9,936,022 
for the year ended June 30th, 1953 
1952 
£ £ 
783,000 By Trading Profit (after deducting Employees’ Bonus) Eu ` ae 1,227,964 
25,614 ,, Profit on Sale of Capital Assets .. a S SS eh SN a sch . es ` 21,533 
6,934 ,, Profit on Sale of Investments ep gé delt "ée D ‘ x D _ 
2,212 „ Provision no longer required E Sé A e x x s D x sé ep 19,058 
vw Income from Investments t): 
EE S N adn as, S ra RE E SHER 
5,159 Other .. e 3 Se e D SN s ; i 2,318 
9,336 Interest on Tax Reserve Certificates ` šA da . . on See 
17,272 5,161 
835,034 1,273,716 
466,777 By Consolidated net Profit brought down d . e . we ce 868,382 
| 
£466,777 £869,382 
£ £ By Consolidated net Profit after T. i £ f 
339,38 Tootal Limited. "` ege SEENEN 730.398 
ZZ 224,789 Less Loss Subsidiary ‘Companies Sie We RS Gs Ze K e . DÉI ‘ E 540,676 
n Overproviston for taxation on Profits up to 1 m, Re ineuding Bes Profits Tax Post- 
— war Refund .. d e e 553,447 
12,520 `, Exchange Difference on Consolidation of Accounts . ‘ ~ 
Hes oe on consolidation of accounts unting to 3,123 has been deducted from Contingency 
caerve 
we Balance of U ropriatad P $ 
820,669 Foot Limited Pr rants brought Ge wigii "07 
ubsidiary Companies ‘(ter adjusting provision D by Tootal Limited, amounting to geng SC 
115,555 936,204 él 10,000) for foss sustained In subsidlery com as} .. ve Di Su Ze ae s. $23,553 1,073,525 
ee e ae tege 
£1,173,533 £2,167,648 
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ON fh E CE 


. Letters must be authenticated by the name and address of th writer} not necessarily for publication. 


The Editor does not necessarily agree with, or hold hims 


Remuneration of Financial Advisers 
Sir, + In your issue of August zogth there appeared 
an article entitled “The provincial accountant — 1: 
as financial.adviser’, by Mr John Unett, a.c.a. In 
this article Mr Unett suggests towards the foot of 
the first column that there is no reason why the fee 
charged for the advice indicated should not be based 
on results. In fact, the Council has made a statement 
on this subject which was published in The Accountant 
of June 14th, 1952, and which is included as supple- 


ment 73 to the Members’ Handbook. The statement ` 


reads as follows: , 
‘Remuneration of Financial Advisers to Companies: | 
‘The Council has had under consideration the 
question of the basis of remuneration of members 
who, as practising accountants, may act as financial 
advisers to companies. In the opinion of the Council, 
it is undesirable for the remuneration of a member 
for such services to be based on a percentage of 
profits of the company.’ a 
` Yours faithfully, ` 

ALAN 8. MacIVER, 
Secretary. 
Tue INSTITUTE op CHARTERED ACCOUNTANTS 
; IN ENGLAND AND WALES. ` 
Moorgate Place, EC2. 








A Proposed National Association of Practising 
oe Accountants 

Sir, ~ In your issue of August 15th you published- 
letter addressed to the Councils of the bodi 


Yours faithfully, 
I. A. F. CRAIG. 
Secretary. - 
Tae SOCIETY or INCORPORATED 
E : ACCOUNTANTS AND AUDITORS. 
Incorporated Accountants Hall, WC2. 


R. SPROULL (Senior), Esq., C.A., 

~ 28 Great Queen Street, . 
London, WCa2. 

Dear Sir, 

Your letter dated July 27th, 1953, on the su 
the proposed formation of the 
Practising Accountants’ 
the Council of the Society. 

The Council is of opinion thet the reas 


i ons advance 
for the formation of thir new Accnanio S 


Han Imdina 


$ responsible for, the opinions expressed. 

















interests of the Society’s members rests 
cil, which, on sll matters affecting the 
profession as a whole, acts in close association with the 
other fecognized accountancy bodies. Accordingly, 
ars of the Society will be informed that its 
if strongly deprecates the formation of a further 





Yours faithfully, 

i C. EVAN-JONES, 

d Deputy Secretary. 

1 -TEHE SOCIETY op INCORPORATED 
1 ACCOUNTANTS AND AUDITORS. 


Schedule E: Expenses 

eferring to ‘Arturo’s’ letter ‘in your issue of 

gust xsth} concerning the rejection by the 

Inspector of Taxes of a client’s expense item for a 

‘suggest that the question of expense 

aces calls for wider review. l 

The] needs}of ‘each and eyery occupant of the 
icular office’ might vary according to the policy 

or disposition ' 









i 


| 


s3 so excluded, any or all means of transport 
are open to a person in the position of ‘Arturo’s’ 
chent. (A firmi paying its representative 86 much per 
br expenses over and above salary and commis- 
ig not. concerned whether it is used on train, 
coach,] privately hired car or their employee’s ‘own 
ether he drives himself or gets someone else 
The ‘cost of a chauffeur or chauffeuse is, 






png to drive himself must, if he goes 
loy so 


Thé fact that this, in the mind of the Inspector, 
. personal nature does not make it anything 
a bona fide necessity of the employment. 
The edilegal lord when using the words ‘and 
to such expenses only’ may have envisaged a personal 
whimjor device on the part of a claimant as distinct. 
from å causeiof necessity such as we have here. 
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ways for some decades. The Revenue have already 
benefited by the tax deducted from the wife’s salary 
under PA VE just as they would have done had 
she been otherwise employed. 

The Inland Revenue might well re-examine the 
decisions that have been quoted and relied upon for 
refusing any allowance in respect of salary paid to a 
wife in these circumstances, the rule itself being 
sufficient to permit-the granting of it. 

Rather than accept the quoted decisions as being 
irrefutably loaded against his client your correspond- 
ent might find that upon further professional 
scrutiny a disallowance such as this carries no 
authority in law and should only be sustained if 
some future statutory amendment is passed specific- 
ally to that effect. 

Yours faithfully, l 
WILLIAM NEWTON. 
East-Molesey, Surrey. 


Sir, — Mr Harman’s letter in your issue of August 
22nd, must be calculated to create alarm and des- 
pondency in the minds of all employers. For some 
years my firm has employed staff and we have always 
charged their salaries against our profits for income- 
tax purposes. It is with some concern that I read the 
suggestion that the expense of employing a chauffeuse 
is incurred in order to equip a car to perform duties. 
Does Mr Harman suggest that employees of an 
accountancy practice equip the practice to catry out 
their work,.or would he e prepared to agree that 
they do actually perform some duties themselves? 


. Yours faithfully, 
London, SWT. E. J. N. NABARRO. 


i - Auditing Tests 

Sir, ~ I should be glad if you would kindly allow me 
to reply to the letter-of ‘Xela’ in your issue of Sep- 
tember sth, and to point out that according to the 
probability table given in my article on ‘Auditing 
tests’, one error in-98 items, or four in 200, does not 
indicate 4 per cent of error in the whole, but that 
overall, with a 90 per cent probability, there are not 
more than 4 per cent of errors, which is very different. 
There may be much less than 4 per cent, but that 
figure is a ceiling which is only-likely to be exceeded 
in less than vo per cent of the cases tested. T'he 
apparent anomaly mentioned in his last paragraph 
is an illustration of the fact that the larger the sample, 
the less will it differ from the whole at any given level 
of probability.. 


On reading the letter from ‘Incorporated Statisti- . 


cian’ in the same issue, I cannot help but feel that 


his warning against the indiscriminate use of statistical, 


tests is more of an indictment of conventional methods 
than of my proposals.. He deprecates the use of 
statistical methods by an auditor as. fraught with 
dangers for those without proper knowledge of the 
laws of probability, and yet, apparently, the 
conventional practice of choosing 
haphazard, perhaps, than random 
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izing from the results of the tests solely on ‘mental 
impressions conveyed by circumstantial evidence’, 
which impressions will doubtless vary according to 
whether the individual auditor is cautious or san- 
guine by temperament. 

No one will dispute that when such impressions 
arouse suspicion they must be followed up no matter 
how small the probability, but it is difficult to see 
in what way it is unwise to suggest that present 
methods should be subjected to statistical scrutiny, 
and if need be, revised to raise them to the standards 
of a reliable statistical test. 

Whether a poisson distribution or some other will 
eventually be found most suitable is a matter which 
can only be seen when we have obtained more 
experience of the statistical analysis of auditing 
samples. In the meantime it seemed as reasonable 
a starting point as any. 

I am not attempting to impose a cut-and-dried 
technique on top of existing auditing procedure, but 
to arouse interest in statistical methods in the hope 
that by experience and experiment we might find they 
were of as great a benefit as they have been in pro- 


‘duction quality control. Surely no statistician who 


has faith in his methods will quarrel with this! 
Youra faithfully, 
Leicester. "KW WALKER. 


Balancing Charge Anomaly 


‘Str, - A company whose financial year ended on 


December 31st, 1952, purchased a motor van on 
April 25th, 1952, and sold it at considerable loss 


‘on December 29th, 1952. 


It seems quite clear from Section 292, Income Tax 
etn 1952, that a balancing allowance can only be 
iven'when an initial allowance or an annual allowance 
as previously been allowed. Since the asset was not . 

use at December 31st, 1952, no annual allowance 
is due, and because it was purchased after April 

th, 1952, no initial allowance is due. 

I wrote to the Inspector of Taxes informing him 
that it appeared to be an anomaly, which might not 
have been visualized when the initial allowance was 
cancelled in respect of all assets - purchased after 
April sth, 1952, and asking if he could consider 
submitting the facts to the Board of Inland Revenue 
for concessional treatment, He has replied that this 
treatment has already been adopted in other cases, 
and he does not think it would be proper to apply 

or concessional treatment in an individual case. 
I would be glad to learn of readers’ opinions on the 
atter, and whether anyone is aware of a concession 
ving been given in similar circumstances. `` 
Yours E 


Registration 
IR — The sole stumbling-block to closing our pro- 
fession seems to be that due to the period of transi- 
tion; it is contrary to democratic principles and to 
sense of fair play to prevent existing unqualified 
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practitioners from practising, or to enforce them to 
sit examination by one of the recognized bodies. It 
would be unjust to admit any such into one of these 
bodies without the usual examination. 

There is, therefore, only one remedy, which is tidy 
and not likely to produce any hardship; immediately 
and without much warning to pase a Bill closing 
the public side of the profession and making legal 
recognition of only four accountancy bodies: the 
Institute, the Society, the Association, and a new 
one to be called the ‘Union’. By January et, 1954, 
all practitioners not members of one of the first 
three bodies named should. be required to enrol as 
members of the ‘Union’, which would exercise the 
usual disciplinary powers and control. The word 
‘practitioner’ might be defined as only the person 
who has been in full-time practice since (say) 
January ist, 1953. The ‘Union’ would not admit 
any new members after January ist, 1954. All 
persons then wishing to enter the field of public 
practice in accountancy would have to pass the 
examinations of the Institute or Society or Associa- 
tion. The ‘Union’ would thus cease to exist when its’ 
longest-lived member (as enrolled by January 1st, 
1954) had died. 

Such a scheme is painless and may hardly be 
bettered: normal criticism would improve its working. 
The three recognized bodies will then have succeeded. 
in closing the door with a logical sanity for which as 
a profession we shall one day be noted. 

Yours faithfully, i 
HARRICO CERTIFIED. 


Section 20: Finance Act, 1953 
Dm, — 
‘SUBVENTION . . . a grant of money for the] 
support of an object or institution.’ (O.E.D.) 


No better word could have been used to describe 
the transactions which Section zo, Finance Act, 1953, 
is intended to facilitate. The word, however, is a noun 
and complete in itself and it seems a pity that tk. 
parliamentary draftsmen should have seen fit in 
the Act to use it in an adjectival fashion preceding the 
word ‘payment’. May I therefore suggest that those 
of us in a position to influence che wording used in 
published accounts and directors’ reports, including 
you, sir, should have regard to the existing adequacy 
of the English language in preference, on still one 
more occasion, to following blindly the wording of 
an Act? In other words can we all agree to save a quite 
unn word in referring, where appropriate, to 
a ‘subvention’ rather than a ‘subvention payment’. 

Yours fai y, 

East Cowes, I.W. PAUL D. IRONS. 
[We confess to following the words of the Act, but 
not to following them blindly. While sharing our 
correspondent’s desire for brevity and his esteem for 
the English language we are nevertheless obliged to 
be accurate. 

Section 20, as its rubric shows,eis concerned with 
payments. The word ‘subvention’ does not necessari 
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connote payment. Of the several definitions given in 
the Oxford English Dictionary our correspondent has 
naturally cited the one which best supports his case. 
We might do the same with the word ‘grant’ which 
appears in his definition. Again quoting the Oxford 
English Dictionary it can mean ‘Promise. Admission. 
Also what is agreed to; promised, etc.’. That turns our 
correspondent’s definition into ‘a promise of money 
for the support of an object or an institution’, which 
would not qualify for relief. Perhaps we had better 
stick to subvention payment. — Eprror.] 





Smoking in Examination’ Rooms 
Sir, -I suppose the question of smoking during 
examination could be an important one for some_— 
people, Here we have the non-smoker pleading for 
the opportunity for candidates to smoke if they wish 
to, and a smoker saying that he found no time to 
smoke anyway! 

Mr Haigh’s plea (August 29th issue) reminds us 
of the story about Nimzovitch, the master chess 
player, who during an important match is reputed 
to have sat studying his board for even longer than 
usual without making a move. Getting up from his 
seat, he approached the controller and said: ‘I really 
cannot play whilst my opponent is smoking. Would 
you mind asking him to desist.’ When approached, 
the opponent immediately concurred. After which 
Nimzovitch sat studying the board for another long 
period, This was followed by another approach to 
the controller. ‘What is the matter?’ said this gentle- 
man, ‘your opponent is not smoking, is he?’ ‘No,’ 
replied Nimzovitch, ‘but I can’t play~I feel he 
wants to smoke.’ Yours faithfully, WË 

Southgate, N14. S. F. RUSSELL, F.c.w.a. 


Sir, — As a smoker who has resorted to munching 
glucose sweets, chewing gum and even blotting 
paper during the Institute’s examinations, I heartily 
appreciate the altruistic sentiments of Mr Haigh, 
(August 29th issue). i 
But after practical consideration, I think that 
smoking would make the examination rooms more 
stuffy and dirty than ever, and although the Institute 
is fairly generous with its blotting paper, can we 
really expect the provision of thousands of ashtrays 
for examination. candidates? . 
Yours faithfully, 
í FINALIST, May "ez, 


D 


‘Ordered Odds’ 


Sm, - I congratulate you on your article under the 
above heading in the issue of August 22nd. You refer 
to the card e of bridge ‘depending so largely on 
skill (after the alarming chances of the deal)’. This 
reminds me of a statement I once heard that out of 
the hundreds of different kinds of games of cards 
the only one in which chance is entirely eliminated 
and consists, therefore, of 100 per cent pure skill 


13 . Yours sincerely, 
A. G. McBAIN. 


Wi then ` 
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OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES 
MEETING OF THE COUNCIL 


At a meeting of the Council held on Wednesday, 
September 2nd, 1953, at the Hell of the Institute, 
Moorgate Place, London, EC2, there were present: 

- Mr J. Blakey, President, in the chair; Mr D. V. House. 
Vice-President; Messrs H. Garton Ash, 0.B.E., M.C., 
W. L. Barrows, Sir Harold Barton, Messrs C. W. Boyce, 
Gp8., P F. Carpenter, G. R. Freeman, P. F. Granger, 
Sir Russell Kettle, Messrs S. J. Pears, P, M. Rees, M.C., 
L. W. Robson, T. B. Robson, M.B.E, G. F. Saunders, 
G. L. C. Touche, and A. D. Walker, with the Secretary and 
Assistant Secretaries. 


The following resolutions were passed: 

(1) That certificates of practice be issued to the 
following six associates who have commenced to practise: 
deeg EE 1952, A.C.A.; 17a Anchor Road, 


dridge, Wa 

Butterfield, John Anthony; 1951, A.C.A.; (Russell & Bishop), 

8 New Street,, Leicester, 

Clark, John Edward; 1948, A.C.A.; (*Parker, Edwards & 
Co),‘11 Lowther Street, Whitehaven. 


t Practice is not member’s main occupation. 


tClarke, James Gordon, B.A.; 1952, A CA: 78 Halesowen 

Street, Blackheath, Birmingham. 

Griffiths, Iain Coulson; 1952, A.C.A.; (Hale & Hale), 20 

Brazennose Street, chester 2. 

Newman, Harry; 1927, A.C.A.; ("Bernard Phillips & Co), 

76 New Cavendish Street, London, Wr. 

(z) That seven associates be elected to fellowship 
under clause 6 of the supplemental Charter (bye-law 
31). 

. (3) That two hundred and twenty-five applicants 
be admitted as associates under clause 5 of the sup- 
plemental Charter (bye-law 31). 

(4) That one hundred and eighty-three applicants 
be admitted as associates under clause 9 of the sup- 
plemental Charter (bye-law 36). 

A list of those who complete their fellowship or 
membership before September 15th will appear in 
The Accountant of September rgth. . 


A S e A 
placed against a firm name signifies that the firm is not 
exclusively composed of members of the Institute. 





FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 
Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant 
to bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at 


a hearing held on 


The committee heard formal complaints preferred by 
the Investigation Committee in respect of each of 
thirty-one members of the Institute that the said 
member had failed to pay the subscription payable 
by him under clause 11 of the Supplemental Royal 
Charter and bye-law 42 in respect of the year 1953 
for four months after the same had become due so as 
to render himself liable under clause 21 (7) of the 
Supplemental Royal Charter to be excluded from 
membership or to be suspended for a period not 
exceeding two years from membership. 

| In the case of another member against whom a 
complaint was pending on another count the com- 
mittee deferred the hearing of a complaint in regard 
to the payment of his subscription sine die. 

In the case of the following ten members the 
committee found the complaint proved and ordered 
that the said members be excluded from membership 
of the Institute: 


`. William Bruce Thornton Bate, D.S.C., A.C.A., 
‘Trewether, Lostwithiel, Cornwall. 

' George Arthur Jebb Brewer, A.C.A., 75 Booth 
Road, Hendon, NW9. 

Sir Charles Duncan Macnair Campbell, BrT., 
M.A, A.C.A, Flat 2, 15 Lindfield Gardens, 
Hampstead, NW3. 

Archibald Beatty Crawford, A.ć.A., c/o China Soap 
Co Ltd, 18 Chung Shan Road, i 
(Zone O). 


ly 8th, 1953. 


Charles Louis Dornton Duff, F.c.a., 69 Ship Street, 
Brighton, 1. 

Francis Gerald Hope, F.c.a., Cromar House, 

~Broad Street, Wokingham, Berkshire. 

Ian Milroy, a.c.a., Lawrence Scudder & Co, 
333 Candler Buildings, Atlanta, Georgia, U.S.A. 

George Smith, ¥.c.a., Prince’s Buildings, 81 Dale 
Street, Liverpool, 2. 

Norman Huntley Turnbull, A.C.A., Chief Account- 
ant, Newcastle Chronicle & Journal Lid, 
Kemsley House, Newcastle upon ‘Tyne, 1. 

Francis Roy Wibberley, a.c.a:, c/o Williams 
Deacon’s Bank Ltd, St Ann Street, Manchester. 

In the case of four members the committee found 

e complaint proved and ordered that the said 

embers be excluded from membership of the 

nstitute but in view of special circumstances the 
mmittee further ordered that such findings and 




















hip took place with effect from August 318t, 1953. 
ohn Stanley Goodwin, a.c.a., c/o Binny & Co, 
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Robert Alan Procter, A.C.A., c/o Anderson Hodgson 

& Co, 360 Collins Street, Melbourne, Australia. 

In the case of four members the committee found 
the complaint proved and decided that they be 
reprimanded. but the committee considered that there 
existed in each case special circumstances which 
justified the omission of the name of the member 
from the publication of the finding and decision. 
_ Inthe case of four members, the committee found 
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the complaint proved and decided that each such 
member ie admonished but the committee considered « 
that there existed in each case special circumstances 
which justified the omission of the name of the member 
from the publication of the finding and decision. 

In the case of nine members, the committee found 
the complaint proved and decided to take no action; 
the committee considered that there existed in each 
case special circumstances which justified the omission 
of the name of the member from the publication of 
the finding and decision. 


NOTES AND NOTICES 


Personal 


Messrs SINGLETON Fasian & Co, Chartered Account- 
ants, of 30 Southampton Buildings, Chancery Lane, 
WCa, and 65 London Wall, EC2, announce that they 
have admitted Mr M. J. BowMaNn-VAUGHAN, A.C.A., 
as a partner as from September Ist, 1953. 

Mr Jounson B. HODGKISS, F.C.A., A.3.A.A., practising 
under the style of CAMPBELL & Bowben, Chartered 
Accountants, at Westminster Bank House, 3 York 
Street, Manchester, 2, announces that he has taken 
into partnership, as from September 1st, Mr LESLIE 
MuLELLY, A.C.A, and Mr WALTER A. DANIELS, 
A.C.A. The practice will be continued under the same 

` name and at the same address. ; 

Messrs Gowar, AsHBY & BARNSDALR, Chartered 
Accountants, of Staple House, 51-2 Chancery Lane} 
London, WC2, announce that as from Septembe 
Ist, 1953, they have taken into partnership 
D. C. Davs, a.c.A. The name of the firm 
remain unchanged. 

Messrs Howarp E. WIGZELL, F.c.a., J. B. Marg 






















have opened an additional office at Medway House 
60 High Street, Maidstone. Telephone: Maidston 
4232. The Maidstone practice will be carried on b 
the same partners under the style of Kuncsro 
GARLANT & Co. 


A.C.A., into the partnership and that the practi 
will continue at the same address under the style 
Ricuarps, Russam & Co. 

Mr M. FELTON, D.F.C., A.C.A., announces that 
from September r4th, 1953, his practice will b 
carried on at 15 Half Moon Street, Piccadilly, Londo. 
Wi. Telephone: GROsvenor 8794. 

Messrs CLAYTON & BREWILL, Incorporated Ac 
countants, of 15 Wellington Circus, Nottingh 
announce that, as from September rst, 1953, the 
have taken into ee M» K. F. Poot, a.c. 

- The style of the will remain unchanged. 


Professional Notes ; 
Mr K. C. Riggs, A.C.A., has been appointed secretary 
of Sir J. L. Hulett & Sons Ltd, Durban, as from 
August ist, 1953. Mr Riggs was formerly accountant 
of the company. 

Mr J. M. A. Smith, a.c.a., has been appointed an 
assistant managing director of the Ford Motor 
Co Ltd. Mr Smith, who will be responsible for 
sales, finance, administration, and public relations, 
was appointed secretary of the company in 1939; 
he became director of finance and administration in 
1951 and joined the board in May of this year, 

Mr S. W. Kallend, a.c.a., is relinquishing his 
directorship of Briggs Motor Bodies Ltd and his 
appointments as Financial Executive and Secretary 
of the company, as from September 30th, 1953. 
Mr Kallend intends to return to private practice. 


The Institute of Chartered Accountants in 
Australia 

The Institute of Chartered Accountants in Australia 
has this summer celebrated the twenty-fifth anni- 
versary of its formation, its Royal Charter having 
been granted by King George V in 1928. . 

Twenty-one years earlier some practising public 
accountants in Australia had formed the Australasian 
Corporation of Public Accountants, of which the 
main object was ‘to support and protect the character, 
status and interests. of the ‘profession of public 
accounting in Australia’, When the Charter was 
granted, the Corporation became The Institute of 
Chartered Accountants in Australia, the only body 
of accountants outside the British Isles to be granted 
a Royal Charter — a distinction it still holds. 

In the twenty-five years of its existence, member- 


- ship has increased from 636 to over 3,500, and the 


Institute has secured and maintained a high standard 
of technical and ethical conduct in the profession. It 
has carried out research, issued recommendations, and - 
played a large part in reform of tax laws and changes 
in the Companies Acts. 

the mariy congratulatory messages received by 
he Accountant adds its congratulations 
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The Liverpool Chartered Accountant 
Students’ Association 
The seventieth annual meeting of The Liverpool 
Chartered Accountant Students’ Association was 
held on August 27th, with Mr J. H. Bradley, a.c.a., 
in the chair, > 

The report of the committee for the year ended. 
June 30th, 1953, presented at the meeting, records a 
net increase of 42 members, bringing the total 
membership up to 606. 

A series of eight lectures was held during 1952- 


tition for the ‘President’s Prize’ which was contested 
by ten students who were divided into. pairs, each 
person having to speak for or against a given motion. 
The judges placed Mr G. M. D. Walker, B.A., first, 
and Mr M. J. Mallett, second. 

The Association’s annual ball was’ held at The 
Exchange Hotel in February, while at sport, matches 
were played against other students’ societies at 
rugby, soccer, hockey and golf. 

The two residential courses held during the year 
at Burton Manor, in conjunction-with the Manchester 
Chartered Accountants’ Students’ Society, were most 
successful, : 

Wee of the Association’s Chester and North 
es Branch again increased in rose? , bringin 
the total to 26 honorary and 49 oda medien. 
The officers of the Associàtion for the ensuing 
year have been elected as follows: . ` 
President: Mr S. Morris, R.C.A. 
Hon. Treasurer: Mr I. C. McAllester. 


Hon. Secretary: Mr P. J. Rush, 5 Fenwick Street, 
Liverpool 2. 


South Eastern Society of Chartered 
Accountants 

STUDENTS’ RESIDENTIAL Course 
The South Eastern Society of Chartered Accountants 
is to hold its fourth students’ residential tuition 
course at the Royal Pavilion, Brighton, from Monday 
to Friday, October 5th-oth. The three previous 
- Courses were. most successful and it is hoped that 
the response to the forthcoming one will be equally 

~ encouraging, ; 
The fee of £3 op od includes light refreshments 
». and also the course dinner; arrangements for hotel 
accommodation will be made for any who require it, 


the Assistant Hon. Secte , Mr D H. Tonki 
A.C.A., 6 Bartholomews, Sie, I. eons 


JOHN FOORD 


56 VICTORIA STREET, LONDON, SWI 
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The Birmingham Chartered Accountan 
. . Students’ Society ; 
WEEK-END RESIDENTIAL COURSE 
For the fourth consecutive year the joint lecture 
committee of the Birmingham and District Society 
of Chartered Accountants and the ‘Birmingham 
Chartered Accountant Students’ Society has arranged 
for a week-end residential course to be held at 
Ashorne Hill, near Leamington Spa. 

The course, which commences. at midday on 
Friday, October oth, and disperses on Monday 
afternoon, October 12th, will be in the style of previous. 
ones — each lecture being followed by group dis- 
cussion. The speakers this year are Messrs Stanley 
Dixon, M.A, Aca; H. C. Edey, B.COM., A.C.A; 
A. P. Hughes, F.c.a.; H. A. Mould, Lloyds Bank Ltd; 
B. G. Rose, A.C.A., and A. A. Shenfield, Barrister-at- 
Law. ` 

The course is open to all chartered accountant 
students in the Midland area, the charge for the full 
ourse for students who are enrolled-under the joint 
tae committee’s tuition scheme and who are not 

embers of The Birmingham Chartered Accountant 

tudents’ Society being £6 zer, 

Applications from students wishing to attend 
Bhould be sent to Mr E. Hemsoll at the Chartered 
Accountants’ Library, 71 Edmund Street, Birming- 
warm 3. $ 

SATURDAY MORNING LECTURE SERIES 
hree courses of Saturday: morning lectures; each 
vith a most comprehensive syllabus, are to take place 
Brom the end of this month to the end of May for 
Final and Intermediate students. Two of the courses 

e for those preparing for the Intermediate ex- 
amination ~one being designed for newly articled 
c@erks and the other for those in their second or third 
year of study. The Final course will be held at the 

niversity, Edmund Street,. and the Intermediate 
@mourses at the Chartered Accountants’ Library. 


Insurance Statistics 
nsurance statistics of British companies during 
1952 are given in full in a new publication entitled 
Statements of Life Assurance and Bond Investment 
Business deposited with the Board of Trade during the 
wear ended December 31st, 1952 which is now on 


gale at H.M. Stationery Offices 


The statistics include details of life insurance and 
bond investment revenue accounts, profit and loss 





Price £6 Gr net, per set of two volumes (not sold sepa- 
ately). 


SG COMPANY 


Telephone: Victoria 2002 (3 lines) 






ANT & MACHINERY, Etc. 
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accounts, balance sheets and 
under the Fourth and Fifth 
ance Companies Act, 1909. 

The statements in the case of overseas companies, 
however, have been abridged so as to limit the size 
of the publication, which is in two volumes and 
contains 841 pages. 


TWENTY-FIVE YEARS AGO 

From Whe Accountant op Sepremprr 15TH, 1928 

. i Cricket Match 

- On Thursday, the 23rd August, the annual cricket 
match was played between Messrs. Agar, Bates, Neal 
& Co., and Messrs, Sharp, Parsons & Co., at the 
Warwickshire County Ground, Edgbaston, Birming- 
ham. A very interesting game found Messrs. Sharp, 
Parsons & Co. winners as shown by the under- 


mentioned scores. 
Agar, Bates, Neal 


certificates, and returns 
Schedules to the Assur- 


At the invitation of Messrs. & 
Co., about 100 sat down to lunch and tea. Mr. James 
C. Parsons, captain of Messrs. Sharp, Parsons & Co.’ 
team, expressed thanks to Messrs. Agar, Bates, Ni 


& Co., for their generous hospitality, to which Mr. 
Philip Green suitably replied. Re 


Agar, Bates, Neal & Co. 

. Green, c and b Bradshaw Ke A sa I 
- G. M. Morris, lbw b Nelson ds D za 23 
. W. Day, c Danity, b Bradshaw ,. 
. Lewis, b Nelson ey a Gi Ea 
. Cleaver, st Johnson, b Tallon à: SR EE 
L. Miles, b Nelson X 
. J. Austin, e Harris, b Parsons 
Matthews, c sub., b Bradshaw 

Gopsill, c Snow, b Tallon 
- Thompson, b Snow i 
H. Mossan, not out 

Extras 


can 


.T 
H 


mos 


Io 


o 
D 
. 


TQ 
> 


Q 


Total 


Sharp, Parsons & Co, 
- Harris, c and b Green — ae ays 
- H. Bradshaw, c Lewis, b Miles ,, 
W. C. Nelson, b Cleaver Se en d 
FG plies, e Lewis, b Green: ir 2 
J. c. Parsons, st Day, b Austin S 
E. G. Wilcox, e Day, b Miles 
5. A. Snow, e Lewis, b Austin 
E. Johnson, c Day, b Austin 
C. Danity, not out F zi a 
N. Haynes and E. R. Bosley did not bat, 


Total 
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SEVENTY-FIVE YEARS AGO _ 
From he Accountant or SEPTEMBER 14TH, 1878 


Extract from a leading article ` S 


A Trade Journal on the Administration of 
Insolvent Estates 


Few, we imagine, will question the value of comic 


papers, any more than they would decry the pleasure 
to be obtained from occasional association with 
humorous companions. It will doubtless be admitted, 
also, that the fun of both papers and men is legitimate 
-80 long as it is kept within reasonable bounds, and 
directed to proper ends. In each case, however, the 
natural and spontaneous flow of comicality grows 


feeble, and the jokes and merry quips become stale 


flat, and undiverting, in the precise ratio that they 
are the obviously forced product of minds whose 
duty it is to be amusing. We do not specially complain 
of this because, for 
humorous fecundity even of funny editors is not 
inexhaustible; and for another, because we know where 
to look for a perennial flow of humour of a character 
as natural as the morning dew... . 


Overseas Economic Survey 

A survey of economic and commercial conditions in 
Belgium and Luxembourg has been published by 
Her Majesty’s' Stationery Office, price 3s 6d; (post 
free 35 gd). This is the latest volume in the series of 
Overseas Economic Surveys issued by the Commercial 
Relations and Exports Department of the Board of 
Trade. i 


\ Our Contemporaries 


` Tur JournnaL or Accounrancy. (New York.) (August.) 


‘How to use the client’s personnel to save audit time 
before the actual audit begins’, by James W. Porter, G-A. 
ACCOUNTING, Reszarca. (July.) 


TAXATION REPORTS. 


IMPORTANT SERVICE TO PRACTITIONERS 


advance reports, published by Gee A Co (Publishers) Led, In callabor. 
bs ett Taanon Publishing Co Ltd, have the following advantages: 
Reports of every English and Scottish case are posted to subscribers as soon 
as ible after the pian of his judgment has been approved ei e 
Judes and h avallable ye EVERY Income-tax, E.P.L., profits tax, scamp duty, 
and estate duty judgment In the English and Scottish Courts ts repor 
The reparts are ited for citation In Court, and are props 
r N. E. Mustoe, Q.C. $e The reports include full reports of the judgments 
with detailled head-notes yy Tables of cases and of statutes judicially con- 
sidered, and a subject Index, are provided at the end the year on 
completion’ of each volume, 


Annual Subscription 30/= post free 


PUBLISHERS) LIMITED 
ee a ONDON, ECH Ge 537-8 
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AUSTRALIAN BUDGET 


HE tax reductions and concessions granted in Mr BuTLER’s 

Budget of last April pale into insignificance when compared 

with the sweeping reductions in the Australian Common- 
wealth Budget which Sir ARTHUR Fappgn, the Federal Treasurer, 
introduced this month. They total no less than {118,400,000 
(Australian) in a full year, and for the year 1953-54 they amount 
to £81,560,000, or nearly a tenth of the total Budget turnover. 
Nevertheless, the Federal Government is budgeting for a slight 
surplus for 1953-54. Income and expenditure are each estimated 
in the region of £982 million, the expenditure being some £7 
million up on last year. 

SIR ARTHUR said the primary aim of the Budget was to give the 
utmost encouragement to individual effort, to business enterprise 
and to individual and collective saving. After passing through a 
difficult and unbalanced phase Australia’s economy had now 
reached a balance. The Government judged that it required a 
stimulus to go forward on this more stable basis to higher levels 
of all-round productivity and was seeking to give that stimulus 
so far as Government action could do it. 

Conditions in Australia today were highly favourable to economic 
expansion. Employment was high and there was no significant 
labour shortage., Nor were there any shortages now of coal or 
steel or building’ materials. Export earnings were relatively high 
and overseas reserves had been built up again so that the nation 
could obtain all jthe essential things required from abroad. Sir 
ARTHUR added that there were still problems to be solved. One 
was the problem of costs. Another was that of savings which were 
too low to sustaim an adequate rate of national expansion. A third 
was the ever-present problem of productivity. ! 

The Government’s policy at this juncture was a bold one of 
reducing taxes, particularly those which were levied directly upon 
the individual and upon business, in the belief that this was the 
best form of assistance which it could give in the attack on costs. 

Of the taxation’ proposals, the Treasurer said that they would 
benefit the greatest number of people; in fact they would benefit 
practically everybody. Of course when all taxes are reduced 
everybody must benefit, but they do not all benefit to the same 
extent. Nevertheless, where there is much need to reduce costs and 
increase productivity, everyone must benefit in the long run from 
tax reductions which encourage the achievement of those ends. 

The most important tax reduction is in the rates of individual 
income-tax and social services contribution. The reductions 
average 124 per cent. They extend throughout all income ranges 
but the percentage reductions will be greatest in the lower and 
middle\income ranges. The maximum rate of tax, at present fifteen 
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shillings in the £ on the excess of income over 
£10,000, will be reduced to fourteen shillings 
and will apply only to income in excess of 
£16,000. 

The concessional allowance for a dependent 
wife is to be increased from {104 to £130. 
Australia gives an allowance for medical expenses, 
including dental and optical expenses. ‘The allow- 
ance is to be increased from {100 to £150 for 
each person, the maximum allowance for dental 
expenses within this total being raised from {20 
to £30. The taxpayer can deduct not only the 
expenditure on himself, but also that on his 
spouse and on each child under 21 resident in 
Australia, and the above maxima apply for each 
person. The maximum amount allowed for 
education expenses is to be raised from £50 to 
£75 and the scope of the concession liberalized. 

The exemption for aged persons will be in- 
creased from £254 for a single person and from 
£507 to £750 for a married couple. 

The special hardships of authors, artists, 
composers and inventors have been considered. 
When they receive a lump sum which represents 
the fruit of more than one year’s work, the 
operation of graduated rates of income-tax may 
result in their paying more tax than is just. It 
is proposed to levy tax on such people at a rate 
appropriate to the normal income plus one-thir¢ 
of the abnormal receipt. 

In place of the familiar earned income relief 
system, the tax structure in Australia provid 
for modest further rates of tax on investment 
income in a certain range. These further rat 
on individuals are to be abolished. 

The reductions in taxation of companies are 
even more striking. For public companies the 
rate is to be six shillings i in the £ on the first 
£5,000 of taxable income and seven shillings in 
the £ on the balance. The temporary additional 
levy of two shillings in the £ imposed in the two 
preceding years is not to be renewed. In conse- 
quence the proposed rates represent a reduction 
in tax of one shilling in the £ on the first £5,000 
and two shillings in the £ on the balance. One 
can imagine the stir which such a reduction would 
bring in the United Kingdom. 

Private companies already enjoy preferential 
rates and these have been reduced by one shilling. 
The definition of private company is somewhat 
different from that in Great Britain. Broadly 
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speaking the company must have not more than | 
twenty members and be controlled by not more ~ 
than seven persons, and it must not be a sub- 
sidiary of a public company. 

It has also been decided to raise the annual . 
exemption for Pay-roll Tax from {1,040 to 
£4,160; on wages and salaries payable after 
September 1953. This means that more than 
50,000 of the 90,000 employers who now pay the 
Pay-roll Tax will no longer be liable. 

The fierce arguments which shook the British 
House of Commons this year on the question of. 
whether cricket should be singled out for éxémp-" 
tion from entertainment tax, and the vigorously 
pressed .claims for differential treatment put 
forward by the representatives of the various - 
entertainment interests, are all made to look a 
little unreal by the decision of the Australian 
Government to abolish entertainment tax alto- 
gether, as from October. True this concession will 
cost only £7 million in a full year but it is never- 
theless a bold and imaginative step; although 
what it has to do with the encouragement of 
work and thrift is not immediately clear. 

While we have purchase tax, Australia has a 
sales tax, with rates of 50 per cent, 334 per cent 
and 20 per cent. These rates are now abolished 
and replaced by rates varying from 16% per cent ` 
downwards, which came into force on the day 
following the Budget statement. At the same time 
a wide range of goods subject to the tax were 
exempted altogether. i 

Estate duty is a well recognized source of 
discouragement of much potential saving. The 
exemption limit is to be raised from £2,000 to 
£5,000 where the estate passes to the widow, 
children or grandchildren. In other cases it is 
increased from {1,000 to £2,500. 

Persons with small incomes will not benefit 
greatly from the tax reductions, while they will 
still have to cope with a rise in the cost of living. 
However, most pensions are to be increased by 
some 25 6d a week. 

On the other hand there has been something 
of a boom on the stock exchange. It is to be hoped 
that the aim of increasing production and therefore 
wealth will be achieved, and that Australian 
harvests will be good and the price of wool 
will remain stable. In those circumstances there 
should be prosperity for all in that young, SE 
and increasingly important country. 
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THE FINANCE 


Section 21 (2): Extent of Relief 
in Respect of Unremittable Overseas Income 
™ ECTION 21 (2) says that account shall not 
` KÉ taken of the overseas income to the extent 
to which he (the taxpayer) shows to the 
satisfaction of.the Inland Revenue that the two 
conditions which we referred to last week have 
been complied with in respect of it. These 
conditions are that: 
(i) the overseas income is unremittable within 
the definition in Section 22 (x); and 
(ii) the taxpayer would be prevented from 
transferring it to the United Kingdom not- 
withstanding reasonable efforts on his part. 
Tax is to be assessed and charged on all persons 
concerned and for all periods accordingly. The 
expression ‘all periods’ is somewhat misleading, 
for Section 21 (8), which will be dealt with later, 
narrows its scope considerably. 


Paper Profit 
Where the overseas income consists of a trade 
assessable under Case I of Schedule D, as when 
the trade is partly carried on in the United 
Kingdom, such elements as increases in trade 
debtors and trading stocks will commonly form 
part of the profit assessable on the arising basis. 
By their very nature, and independently of 
Section 21 (1) (a) (b), such elements of profit will 
not be available for remittance home. Strictly 
speaking, therefore, they cannot be within 
Section 21 (1) (a), so that in theory the taxpayer 


might be compelled to pay tax on them when he ` 


escaped tax on realized profit. In practice, no 
doubt this will not happen, but it is unfortunate 
that such an elaborate section should have ignored 
this important point. 


Section 21 (2): Withdrawal of Relief 
The relief is purely provisional. This is the 
result of the following remarkable piece of 
drafting: 

‘on the Commissioners of Inland Revenue ceasing, 
as respects any part of the income, to be satisfied 
that the said conditions are satisfied, such additional 
assessments, reductions of assessments and repay- 
ments of tax shall be made as may be necessary 
to take account of it, and of any tax payable ġ 
respect of it under the law of the terri 
it arises, according to their value at th 
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ACT, 1953—VII 


in the opinion of those Commissioners, the said 

conditions cease to be satisfied with respect to it, 

and may be so made at any time not later than six 

years after that date’. 
It is a condition precedent to the withdrawal of 
relief that the Inland Revenue shall ‘cease to be 
satisfied that the said conditions are satisfied’. 
This change of opinion will require to be evidenced 
by a formal minute of the meeting at which it 
takes place. If it extends to only part of the 
income, or to several different blocks of income, 
the minute will have to specify the appropriate 
amounts. 

The adjustment is to take account of: 

(a) the income specified in the minute; 

(b) the overseas tax payable in respect of that 
income (‘payable’ must be intended to 
include ‘paid’); and 

(c) the value of (a) and (b) in terms of sterling 
at the time the conditions ceased to be 
satisfied. 

As the time limit for additional assessments is 
six years from that date, it follows that theoretic- 
ally the Inland Revenue must pass their resolution 
within six years. In practice it appears unlikely 
that the resolution would specify a date so long 
Es as to defeat the power to recover the appropri- 
ate tax. Where actual remittances had been made, 
d had not been picked up in time, there would 
e no point in passing a resolution. 


Section’ 21 (2) (5): Conversion of Foreign 
Income to Sterling 
Section 21 (5) provides as follows: 

‘21 — (5). Subject to subsection (2) of this section, 
the amount of any unremittable overseas income 
shall be determined by reference to the generally 
recognized market value in the United Kingdom 
(if any) or, in the absence of any such value 
according to the official rate of exchange of the 
territory where the income arises.’ 

The words ‘Subject to subsection GI exclude 
Section 21 (5) whenever the application of 
Section 21 (2) is claimed. It follows that Section 
21 (5) applies in two cases, namely, (i) where the 
income is unremittable but does not satisfy 
“condition (b); and (ii) where the unremittable 
4tmeome does satisfy condition (b) but the tax- 
payer does not opt for Section 21 (2) treatment. 
In Section 21 (2) the expression ‘unremittable 
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income’ seems to postulate a sum expressed in 
foreign currency as the subsection provides for 
its valuation, along with the valuation of the 
foreign tax on it, which tax will necessarily be in 
foreign currency. The same expression in Sec- 
tion 21 (5) postulates a sum expressed in sterling, 
since its amount is to be determined in sterling. 
An assessment may include both unremittable 
income and income which is not unremittable; 
Section 21 (5) is confined to the former. 

As long as the unremittable income has a 
‘generally recognized market value’, no matter 
how low, the taxpayer who does not enjoy the 
` benefit of Section 21 (2) pays British tax on that 
value. If he cannot show such a market value, 
he must pay tax on a sterling equivalent computed 
at the full official rate of exchange in the foreign 
territory. The construction of the phrase ‘gener- 
ally recognized market value’ is likely to cause 
difficulties. In particular it seems open to argu- 
ment that there must always be such a value 
even: if it is nil. ` 

Where unremittable income, expressed in 
foreign currency, has been: disregarded in 
accordance with Section 21 (2) and then subse- 
quently falls to be taken into account because 
the conditions cease to be satisfied, it has to be 
valued as on the date when that happens. Thug 
the taxpayer claiming Section 21 relief may find 
his liability eventually increased because the 
sterling equivalent of the income may have 
increased in the meantime. The liability is cont 
the less a liability in respect of the year for which 
the income ought originally to have been assessed, 


Of course in the case of a trade assessed inden 


Case I, changes in the sterling values of current 
assets, by reason of exchange fluctuations, are 
in any case normally reflected in the British tax 
assessments. 


Section 21 (3): Application of Section 21 to 
Profits Tax and Excess Profits Levy 

The taxpayer can apparently opt to apply 

Section 21 (2) to any particular block of income 

which falls within it, to the exclusion of other 

items of income. In relation to that block of 

income, however, he must apply it to profits tax 


and excess profits levy as well. The option is’ 







exercised by notice in writing to the inspectof, 
which must be given before the assessments 
all those taxes, chargeable by reference to 


ls, 
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income, have become final (Section 21 (GI. An ` 
extension is allowed to October 31st, 1953, in 
the case of assessments which became final 
before then (Section. 21 (8)). 

Section 21 (3) gives authority for the seduction 
and repayment of tax consequent on the giving. 
of a notice. It also authorizes additional assess- 


numerous. The necessary authority for converse 
adjustments when the income ceases to satisfy the 
conditions is contained in Section a1 (2). 
Section 21 (4): Deceased Taxpayers 

Where a person obtains Section 21 (2) relief and 
dies before the conditions cease to be satisfied 
or before the necessary additional assessments 
can be raised, Section 21 (4) gives power to 
assess his personal representatives. 


Section 21 (6): Appeals 
Section 21 (6) provides as follows: 

‘ar — (6). Any appeal against an assessment 
which involves a question as to the operation of 
this section shall be made to the Special Com- 
missioners, and not to the General Commissioners.’ 


Section 21 (7): Groups of Companies 
So far, the section has referred to persons. 
chargeable to tax. In the case of groups of com- 
panies, it is sometimes only the principal 
company which is chargeable to profits tax or 
excess profits levy, liabilities of the subsidiaries 
being included. Section 21 (7) makes it clear that 
the section is to apply to each company. 





Section 21 (8): Section 21 Retrospective to 
1952-53 
Section 21 (8) provides that for income-tax. 
purposes the ‘section is to apply to ‘overseas 
income’ by reference to which a person is 
chargeable to tax for any year of assessment not 
earlier than 1952-53, but the section is not to 
affect earlier tax years. As regards profits tax and 
excess profits levy, the section is to apply to 
‘profits’ arising in any chargeable accounting 
period ‘in or before which any such income 
arises’. Thus, for income-tax, Section 21 (8) 
stipulates for ‘overseas income’; for profits tax 
and excess profits levy it refers merely to ‘profits’. 
The distinction is without a difference, however, 
and was probably caused by the insertion, 
dvertently, of the unnecessary word ‘overseas’. 
(To be continued.) . 
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MANAGEMENT ACCOUNTING 


THE CAPITAL AND CASH FORECAST 
by IAN LIDDINGTON, M.C., A.C.A. 


N an earlier issue of The Accountant Mr N. G. 

Lancaster stressed the importance of the 

cash forecast as an aid to management.! But 
what form should a cash forecast take? If a 
monthly report is to be made to the board of 
directors, how should it be set out? No doubt a 
great many different answers to these questions 
have already been found, but the-pool of common 
knowledge on the subject is not large, since little 
information has been published. The accom- 
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1‘Management accounting: a director’s point of view’, 
by Norman G. Lancaster, M.B.E., A.C.A., The ‘Accountant, 
April 18th, 1953. 


panying form is put forward to demonstrate one 
possible answer. 

As suggested in the title above, it is thought 
by the writer that a cash forecast should be com- 
bined with a forecast of capital expenditure. 
Full details of capital expenditure will, of course, 
be shown elsewhere, so that a summary only i is 
required for the purpose here in mind. The raising 
of fresh capital and the consideration of future 
capital expenditure are matters which are often 
closely associated and it is convenient, therefore, 
to set out on one form both the future capital ex- 
penditure and forecasts of the future cash position. 


CAPITAL & CASH FORECAST — Jung 30TH, 1953 
Awaiting Expendi- 





























Authorized authoriza- ture since Timetable for future expenditure 
I. CAPITAL tion HIER 1953 1954 1955 Later 
(x) Unspent balances at January rst, £ £ £ £ £ £ £ 
1953, and additions since: 
pha Works (normal capital ; 
Geer 9,000(A) 1,000(B) 5,000 5,000 
Beta Works (normal | capital 
expenditure) 45,000(A) ` Soot) 30,000 20,000 
Gamma Scheme (major project) 250,000 25,000  §5,000 55,000 15,000 
(2) Agreed to in principle and await- Ne 
ing authorization: 
Normal capital expenditure 
(Alpha & cone 3 150,000 x0,000(C)} 70,000 70,000 
Alpha extension (major Broject) 175,000 25,000 150,000 
(3) For later consideration: 
Beta extension (major project) I00,000 
II§,000 
304,000 306,000 90,000 90,000 
205,000 335,000 70,000 
II. Caen FORECAST Current Forecast of Monthly 
(1) Budgeted net margin (before de- bank balance /overdraft 
preciation) and capital incom- 
ings, less taxation, dividends and oos omitted 
requirements for debtors and 1953 
stocks .. July 80 200,000 125,000 175,000 
(2) Kee cash requirements |sur- August 70 
September 60 5,000 210,000 105,000 
(3) Budgeted ‘bank balance /overdraft October Bo 
at end of year .. November 100 t110,000 100,000 5,000 
(4) Current forecast of under /over December 120* 
alles Ge budgeted net margin Ig54 
etc. — 19 January 20 10,000 
(5) Se Pret of bank balance J February 50 
overdraft at end of year : March I00 *120,000 90,000 15,000 
April T50 e 
May 175 
+ Bank balance £ June 200 Note. — The ‘ration’ for the year 1953 for 
January ist, 1953 115,000 july 200 normal capital expenditure was £70,000. 
August 175 Of this sum £54,000 (AA) has already been 
Budgeted cash September I50 authorized by the Board and further 
requirements 1953 5,000 October roo authorization is now required for £6,000 
_ November roo (BB). The remaining balance of £10,000 LC) 
£110,000 December got represents the unallocated portion, of the 











1953 ‘ration’, 
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Future capital expenditure may comprise, 
(1) expenditure on major projects, and (2) other 
expenditure, here termed ‘normal capital ex- 
penditure’. The latter will usually be found to 
continue at a fairly constant rate over the years. 
Anticipated capital expenditure can be further 
classified into (1) expenditure already authorized 
by the board, (2) expenditure agreed to in principle 
but not yet authorized (including future normal 
capital expenditure), and (3) projects earmarked 
for later consideration. These distinctions are 
considered to be important ones and should be 
taken into account. 

A monthly capital and cash forecast must 
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clearly be flexible. Forecasts of net cash income 
will initially be derived from budgets, and where 
actual results diverge materially from those 
budgeted for, provision must be made to ensure 
that the cash forecast reflects the new situation. 
The form of monthly capital and cash fore- 
cast illustrated has been found in practice to 
be most useful. To enable the working of the 
form to be more easily understood hypothetical 
figures have been inserted; in practice it is 
advantageous if the figures and narrative printed in 
italics, appear in red. It is hoped that this may be of 
interest to accountants who may be faced with this 
particular problem in management accounting. 


EFFECT OF ELECTRONICS ON ACCOUNTING 


by K. BLUNDELL, A.A.C.C.A., A.C.LS. 


circumvented limitation of brain power by 

developing — without the restriction of the 
bony structure of the skull — huge jelly-like heads 
accommodating phenomenal memories. The 
greater the memory, the more tremendous grew 
the superstructure, with the consequent immo- 
bility of the most learned. 

‘Various mechanical means have been invented 
by mankind to provide auxiliary brain power, 
such as, in accounting, adding, calculating, book- 
keeping and recording machines. 

From the study of the mechanics of the actual 
brain processes themselves has come the under- 
standing of ‘feed-back’ and automatic control 
which have made possible the efficiency of elec- 
tronic devices of fantastic speed. 

The electronic computer is the facet of this 
development likely to affect accounting most 
closely. Its most publicized quality is the amazing 
speed in comparison with electrical calculators 
which have already far exceeded human calcu- 
lating abilities. 


IE a fantasy by H. G. Wells a species of being 


Gearing Speeds 

The speed of results is as yet held in bond by 
the two problems of feeding information into 
the computer and reproducing the results at 
speeds commensurate with the calculations. 

The first problem has been minimized by the 
reproduction of the programme of instructions 
for the particular work to be done on a punched- 
card system. A library of blocks of cards relating 
to particular sets of operations can be built up 
to cover all standard operations and so prevent 
machine time wastage whiie programmes are 
prepared. i 


Much preparatory time is occupied in ‘pro- 
gramming’ — which involves simplifying the work 
into the basic ‘language’ of the machine, which, 
of course, works in a series of mathematical 
moves. 

The reproduction of results difficulty lies in the 
fact that no printing mechanism can keep pace 
with the computer’s speed. It is possible that 
magnetic tape or electrically operated multi- 
printing machines may provide the solution, But 
the electronic camera has achieved such equally 
fantastic speeds in its own sphere that possibly 
some link-up will solve the problem. 

This is of particular interest in accounting as 
the ratio of results to calculations is likely to be 
higher than in most computing work. 


Interchangeable Memories 


Storage of intermediate results within the machine 
itself during calculations is achieved by a tech- 
nical ‘memory’ which may be mercury tubes, 
cathode ray tubes or a magnetic drum. 

Actual calculations take place in the form of 
chains of impulses working at electronic speed. 
At appropriate points in the operations results 
must be held in sub-total form until some other 
part of the calculation is complete, when the 
machine refers back to its ‘memory’ and extracts 
the appropriate sub-total results to bring into the 


‘calculation again. The ‘memory’, of course, also 


retains the instructions fed into the machine. 
The technical complexities, which are im- 
mediately alarming to the layman viewing an 
experimental computer in a ‘mock-up’ state, 
would not normally be apparent, or even of 
interest, to the operator, so long as be was 
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' acquainted with the machine’s capabilities. 

In practice, though, the technicalities will tend 
to fall into well-defined units and circuits. Main- 
tenance is more likely to take the form of replace- 
ment of particular circuits or whole units, rather 
than of running repairs to the computer. 

It is possible that an eventual development will 
see appropriate units for varying operations, par- 
ticularly in the case of the ‘memory’ — similar to 
the removable control boxes or bars supplied 
with some modern electrical equipment. 

Comment is sometimes made on the high 
cost of the electronic computers that have 
already been built, but this is no guide to the 
production cost of standardized units and circuits 
which are envisaged, and development costs 
should be comparatively small to the immense 
amount of research work put into prototypes. 


Circumstances of Introduction 
The electronic computer seems to have reached 
a stage of development ripe for use in the com- 
mercial world, if the demand is there. 

Present rapid changes in industrial circum- 
stances would seem to favour its early introduc- 
tion. Speediest preparation of trading accounts 
is an urgent necessity. The pressure to step up 
production in order to reduce costs means that 
a greater volume of commercial work will arise. 

While development of electronic computers 
has taken three broad directions — those of amaz- 
ing abilities developed in connection with de- 
fence, the computer used for long and intricate 
technical calculations such as the automatic com- 
puting engine at the National Physical Labora- 
tory, and the commercial adaptation — in account- 
ing it is apt to be assumed that the same type of 
work will be done only very much more quickly. 

In fact, just as the early horseless carriage 
presaged great changes in transport, the elec- 
` tronic computer is likely to initiate changes just 
as great in accounting techniques. For instance, 
` the idea of continuous ledger posting (involving 
repeated sorting and replacement of cards) may 
be abolished when the work can be produced with 
such speed that the whole month’s entries can be 
dealt with in a short time producing completed 
ledger card and statement copy together. 


Centralization 
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The same influences of speed and cost may 
make for the telescoping of departments having 
considerable quantities of calculations to under- 
take. Particularly would this apply to the, at 
present, fairly well defined functions of accounts, 
costs, wages and statistics, with which perhaps 
should be linked budgetary control. 

The speed factor may be stressed by reference 
to Mr F. C. de Paula’s quotation of Mr Daniel M. 
Sheehan, vice-president of Monsanto Chemical 
Company of St Louis, U.S.A., at the twentieth 
annual meeting of the Controllers’ Institute in 
New York on September 30th, 1951: 

‘Reports which formerly consumed fifty man- 
days in manual Poe are now produced 
through the use of an electronic card-programmed 
calculator in eight hours. Future electronic equip- 
ment may produce them in one hour.’! 

As the maximum operating time is made avail- 
able by the use of standard programmes, so that 
waiting time is virtually eliminated, it becomes 
apparent that work may be produced for which 
resources have never previously been available. 
Not only would trading accounts, for example, 
be available within a matter of hours, but they 
may be produced more frequently to give closer 
control — e.g. weekly instead of monthly. 


Accountant’s New Work 

New work will undoubtedly come within account- 
ing scope and, once programmed, add to the 
organization’s regular information. Such work 
might include market research, sales and pro- 
duction analyses and comparisons, stores ac- 
counts in volume, raw materials requisition 
calculations. 

The possibility of interchangeable units to 
cope with different types of work may bring 
moderate technical calculations within the scope 
of the commercial equipment. Such work would 
lighten the burden of the design and planning 
departments (although it will probably never 
eliminate the engineer’s affection for his slide 
rule) but would bring the accountant into much 
closer touch with technicalities than standard 
costing experience may have done already. 

Apparently a great field of exploration lies 
here as to how far mathematical computations 
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premature from the point of view of the impact 
of the electronic computer on accounting. 


Engineer’s Interest 

There is, however, another angle. Years ago 
there was a very clear definition between office 
and works. When the necessity to calculate 
industrial buildings allowances under the then 
Income Tax Act, 1945, first brought accountants 
to consider the physical works and office division, 
the definition had become blurred. Various works 
offices had sprung up: material control, mainten- 
ance engineer’s, production engineer’s, tool con- 
trol ~ and each had records to keep. The engineer 
began to have a direct interest in office control 
methods. 

The advent of the specially adapted electronic 
computer is likely to extend this link-up between 
accounting and the technical side. 

The increasing tendency on the production 
side towards flow work, continuous processes, 
and the vision of the automatic factory, has 
already introduced many sensing devices — some 
_ of them electronic — for automatic control. 

The link-up between such devices at remote 
points and a special purpose electronic computer 
giving instantaneous centralized information for 
control is an obvious step. Apart from the con- 
sideration that the computer would be able to 
work unattended — and round the clock if neces- 
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sary — it is a step likely to be expedited by the 


-introduction into industry itself of new processes 


and techniques making. for greater speed of 
production. 

The degree of success of an installation will. 

depend on 

(x) The imagination to grasp the type of work 
which may be brought within the computer’s 
scope. 

(2) The foresight brought to bear on the prob- 
lems which it is suggested the machine should 
solve, not only on the work for the machine 
but on its relation to the rest of the organization. 

(3) The degree of co-operation between depart- 

- ments as work new to the installation i is brought 
within the scope of the ‘ programmer’. 

(4) The efficiency of the ‘programmer’ in preparing 

the machine’s instructions. 

(5) Completely detailed thorough preparation. 


Consideration of this new source of auxiliary 


„brain power would not be complete without 


stressing that it can work only within the scope 
of instruction given from outside. 

While a computer has limited choice within the 
sphere of those instructions, it cannot originate. 
While it can memorize — it has no initiative in 
the matter it shall memorize. 

It cannot take the thought out of accountancy, 
and should make for more flexibility — not the 
immobility of Wells’ beings. 


NORTH AMERICAN COMMENTARY—XLVI 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.) f 
Professor of Accounting, McGill University, Montreal. 


Journal of Accountancy, 
New York, Fuly 
New Depreciation Policy for Taxation 
R T. COLEMAN ANDREWS, C.P.A., 
| \ / | a past president of the American Insti- 
tute of Accountants, and the newly 


appointed Commissioner of Internal Revenue, 
has lost no time in announcing a most important 


change in taxation policy. In future, depreciation - 


deductions will not be disturbed unless there is 
‘clear and convincing basis for a change’. Even 
where rates are questionable ‘reasonable toler- 
ances’ are to be allowed, adjustments being made 
only where the amounts are ‘substantial’ or 
‘material’. The editorial stresses that this is no 
gift to taxpayers for it is only a question of the 
period over which deductions are spread and 


the total allowance will never exceed full cost 
less salvage value. It hails the announcement as 
a triumph of common sense, saving tremendous 
amounts of money, time and man-power. 


Bank Audit Control 
An increasing number of defalcations is said to 
be causing uneasiness among banks throughout 
the United States. There has been a tendency 
to assume, says the editorial, that banks can 
dispense with other audit controls because they 
are subject to examinations by federal or state 
authorities and periodic ‘directors’ examinations’. 
Yet the federal and state authorities specifically 
disclaim responsibility for comprehensive audits. 
In Pennsylvania the state bankers’ association and 
the society of certified public accountants have 
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together prepared and published a minimum 
audit programme. The editorial says this suggests 
the appropriateness of a national campaign, by 
bankers and certified public accountants in co- 
operation, for better audit control. 


New Developments in Auditing 


Mr Alvin R. Jennings, c.p.a., chairman of the 
committee of the American Institute of Account- 
ants on co-operation with bankers, cites today’s 


defences against defalcation as, (1) internal con- . 


trol, (2) fidelity bond coverage, and (3) the 
external audit. He tells of the signed agreement 
in 1945 by a number of representative surety 
companies that they will not assert claims against 
accountants in any cases not involving affirma- 
tively dishonest or criminal acts or gross negli- 
gence on the part of an accountant. He approves 
the successful resistance thus far against all efforts 
to narrow the field of judgment for the auditor by 
adopting specific rules of accounting. Mr Jennings 
says that the American Institute’s Committee on 
Auditing Procedure is hoping for the co-opera- 
tion of every state society in a contemplated 
campaign for dealing with the problem of the 
accountant who does not conform with such 
standards as have been formulated. 

The problem of congestion at the end of the 
calendar year is still not solved. The testing of 
inventories and confirmation of debtors at pre- 
balance sheet dates has long been accepted 
practice. Mr Jennings considers that, in suitable 
cases, conditions may well justify virtually all 
the independent examination being done at, say, 
October 31st, where the financial year ends at 
December 31st. 


The New York Certified Public Accountant, 
July 
Interim Audits 


Even today, according to Mr Sheldon S. Freed- 
man, C.P.A., many practitioners still insist on 
posting their clients’ general ledger themselves. 
Similarly, Mr Ernest D. Loewenwarter, C.P.a., 
condemns the ‘routine of needless examination 
of detail’ which he says is so common. Apparently 
monthly audits are frequent, comprising adding 
the books, reconciling the bank account, checking 
the general ledger and perhaps submitting a trial 
balance. This, he .says, is a discredit to the 
accountant and his profession. He tells how, in 
the mid-west, high salaries and shortage of staff 
are resulting in interim instead of monthly 
audits, perhaps four interim audits per annum. 
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Accounting Review, 
Menasha, Wisconsin, Fuly 
. Sacred Cows in Accounting 

Professor Herbert F. Taggart, of the School of 
Business, University of Michigan, quotes Pro- 
fessor W. A. Paton’s arresting statement, ‘Account- 
ing is plagued with fetishes and sacred cows’, 
in an examination of accounting tradition. He 
gives first place to the accountant’s conservatism 
-cost or market whichever is lower, charging 
capital expenditures to expense, omitting fixed 
overhead from inventory valuations. 

Conservatism is not of itself a virtue, he says, 


-and it ig no excuse for failure to furnish owners 


and managers with’ essential economic data. 
Again, independence is another shibboleth, says 
Professor Taggart, and if it keeps the accountant 
aloof from his client’s financial and managerial 
problems it may deny the client one of the most 
important benefits of the accountant’s employ- 
ment. 


The Canadian Chartered Accountant, 
Toronto, Fuly 
Controllership and Accounting © 

In an excellent article analysing these two 
functions Mr J. L. Peirce, c.P.A., warns that the 
controller is not an accountant though he is 
responsible for the accounting as chief accounting 
officer. He must delegate the accounting work 
except for the most important policy decisions. 
For the controller’s task is to control and he is 
concerned with accounting only as 

‘a tool with which to shape the mechanisms of 

control’. 
Mr Peirce says that controllership is still in the 
growing stages and is not yet properly taught at 
the universities because its fundamentals are not 
properly understood. The controller is an execu- 
tive officer at the policy-making level responsible 
directly to the chief executive officer. 


Auditors’ Reports 

In the fifth of a series of reports of studies by 
the Research Department of the Canadian Insti- 
tute of Chartered Accountants it is stated that 
financial statements of Canadian companies show 
little or no uniformity in the form, wording or 
content of the auditor’s report. Bulletin No. 6 of 
the Institute’s Committee on Accounting and 
Auditing Research recommends a standard form 
for normal cases. In the United States, on the 
other hand, uniform wording, recommended 
by the American Institutes Committee on 
Auditing Procedure, is said to be used in almost 
go per cent of cases. 
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UNKINDNESS 


by P. E. SMART, LL.B. 


N The EG of May 3oth, 1953, there 
was an appreciative notice of Lady Rhys- 
Williams’s Taxation and Incentive. A week 
earlier, in ‘North American commentary’, Pro- 
fessor Byrd said that the chairman of the House 
Ways and Means Committee of the United States 
Congress had been quoted as seeking the help 
of the accountancy profession in eliminating the 


‘debris of conflicting, unsound and inequitable 
laws, decisions and rulings which make our tax 
system the monstrosity it is today.’ 


There are many who would say that his words 
need no amendment to apply equally to our own 
taxation; and many others might wish to question 
only the word ‘inequitable’ before bringing 
the quotation across the Atlantic. Certainly 
Lady Rhys-Williams, in her advocacy of a 
straight percentage tax on all income, of whatever 
size, coupled with a subsistence payment to 
every inhabitant whether or not he receives any 
income, is on the side of simplicity. 

The desire for a simplified tax system is wide- 
spread, and its outstanding virtues — that everyone 
would know how much he is paying, and on 
what basis—are clear enough. So, too, is the 
present chaos. We seem to remember, many of 
us, watching our fathers — in those halcyon days 
when our own insufficient incomes were untaxed 
weekly sixpences ~ making income-tax returns on 
a reasonably straight-forward form, and being 
able on occasion to argue with the collector. 

_ Yet, although most of us have come through 
the years to a rather surprised recognition that 
we do remarkably take after our fathers, there 
are plenty of intelligent men -— lawyers and 
scientists, architects and authors — who cannot 
now follow the calculations of the Commissioners; 
and there is independent evidence in the suc- 
cession of Finance Acts, as in the experience of 
most accountants, to confirm them in their 
belief that this is not merely a falling away from 
paternal standards. The forest has spread over 
a lot more ground, and the undergrowth has 
thickened, since our youth. ` 

Pay As You Earn was, in its objective as in its 
naming, an inspiration; but it can be questioned 
whether its main effect has not been the trans- 
ference of a large part of the collector’s work 
to industry and commerce. Perhaps even ‘trans- 
ference’ is an overstatement: certainly the Inland 
Revenue does not seem to havetime on its hands. 


Yet everyone who propounds a scheme of 
simplification must expect to meet criticism and 
opposition; and this rule applies to a very much 
wider range of subjects than merely taxation 
matters. There is a considerable vested interest 
in complexity, and to attempt to simplify, in 
any field of human activity, is to disturb and 
distress many more than those who see themselves 
being put out of work. We all enjoy our knowledge 
of our own work, and if that work is beyond the 
understanding of our neighbours our enjoyment 
is all the keener for it. There are those, too, 
who genuinely cannot understand the difficulties 
of the unlearned in their art; they, enjoying their 
complexities, view the reformers with a quiz- 
zically jaundiced eye, feeling perhaps somewhat 
as those would feel who, used to grappling with 
the crossword in The Times, were forced to 
solve instead the puzzle in The Children’s 
Newspaper. In this matter few of us, picking 
up a simple stone, can be quite sure there is no 
glass around us: mastery of any mystery is an 
intoxicating habit, and accountants know well 
the reluctant (and heady) respect of those. who 
say, ‘I never was any good at figures, . 


Of course, even among the ee in any 
specialism, reformers are to be found: the In- 
spector of Taxes of reforming bent, for example, 
knows better than those who merely struggle 
with their returns, how complex are the com- 
plexities of his vocation. He knows, too, from a 
lifetime of experience, what time is spent in 
answering questions which seem to him almost 
witless, yet are the questioners’ sincere attempts 
to understand what are otherwise apparently 
arbitrary assessments. All servants of unpopular 
institutions must know the peculiar admixture 
of bad temper which their public brings to 
largely frivolous argument. It would be hoping 
too much for our overburdened friends in the 
Inland Revenue that they will ever be universally 
popular; but it would be nice to think of their 
at least being relieved of as many unnecessary 
queries as possible. 

The Royal Commission which for many months 
has been examining the possibilities of tax reform 
has the good wishes of most of us: we must hope 
that in marshalling their arguments the experts 
have been moved as little as possible by their 
intellectual EE of the intricacies of the 
present maze. 
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WEEKLY NOTES 


Municipal Treasurers’ President 
Visits Canada 


Dr A. H. Marshall, B.sc.(EcoNn.), PH.D., 
F.S.A.A., President of the Institute of Munir 
Treasurers and Accountants, sailed for Canad 
September 11th to address a joint meeting o 3 
Canadian Federation of Mayors and Municip: ` a 
and the United States Conference of Mayors. 


F.1L.M.T.A,, 


See 


Road Haulage Nationalization 


Although the denationalization of road haulage is 
being actively proceeded with, some of the incidental 
problems of the original nationalization still remain 
to be solved. This is emphasized by the decision of 
the Transport Arbitration Tribunal in Scotland on 
the question of compensation payable to a road 
haulage company whose business had been taken 
over. In Road Haulage Executive v. Frank Smillie & 
Co Ltd (Road Haulage Cases No. 6 (S.)/1953), the 
applicants, the Road Haulage Executive, applied 
for approval by the Tribunal of an agreement made 
between the Executive and the company. The 
agreement was for the payment of compensation. 
At first the respondent made no objection to the 
application, but seven months later it made an 
incidental application attacking the basis on which 
the amount allowed for cessation of business had 
been calculated, arguing that the principle established 
in Arthur 3 Maggs Lid v. Road ee Executive 
(Road Haulage Cases No. 3 (E. & W.)/1950, page 15) 
had not been applied. There had been a dispute 
between the parties as to whether or not profits tax 
paid ought to be deducted from the company’s profit 
in the process of arriving at the compensation for 
cessation, and they had eventually agreed a figure of 
£50,000 under this head as a compromise. Subse- 
quently the respondent became aware of the decision 
in Maggs’s case, to the effect that profits tax was 
not a proper deduction in arriving at profit for the 
purpose of computing the cessation payment.! The 
respondent was allowed by the Tribunal to contest 
the £50,000 previously agreed. Thereupon the Road 
Haulage Executive applied for leave to withdraw the 
initial application in order to reopen the whole case. 
As there was no disagreement between the parties 


as to the other items of compensation, the Tribunal - 


refused this application. 


Lower Trade Gap in August 


Last month saw the smallest trade deficit on visible 
account since Feb . At £42 million it compared 


deficit for the first eight months of this year to £473: 
million against £609 million for the same period of 
1952. 

Both exports and imports were down heavily on 
July but it was the larger decline in imports which 
caused the improvement in the trade gap. Imports 
fell on the month from £293 million to £249 million 
while exports declined from £243 million to £207, 
million. Both exports and imports were lower on the 
month if measured on .a-working-day basis, but the 
absolute level of exports was satisfactorily higher in 
August than for the same month a year ago. 

Trade with North America followed the general 
export trend. At {24:5 million it compared with 
£30'1 million in July, but it was nevertheless above 
the monthly average for the whole of 1952. 

These figures give some grounds for hoping that 
the usual seasonal pressure on this country’s external 
account may not be so large as to put a severe strain 
on the gold and dollar reserves and it is noticeable 
that official representatives abroad have been striking 
a note of confidence about this country’s economic 
position at a time of the year when even ‘cautious 
optimism’ is considered to be a strong phrase. So 
far as the trade statistics are concerned there may 
be something of a time lag in the returns to be taken 
into account and it will not be apparent until at 
least September that the third quarter of the EES 
has been less critical than usual. 


Deficiency Payments for Agriculture 


A deficiency payments scheme is to be introduced 
in 1954 for producers of cereals, namely, wheat, rye, 
oats and barley. These: proposals will not affect 
1953 crops according to the White Paper® published 
on Monday; when they come into operation they will 
be put into effect by the Ministry of Food in con- 
junction with the agricultural departments — without 
prejudice to any permanent organization which may 
be set up. i 
The new arrangements are brought into existencè 
by the return ‘of cereals to free marketing and they 
hark back to the pre-war years, their forerunner 
having been the Wheat Act of 1932. Cereals are the 
first group of agricultural products to have broad 
principles of Government assistance outlined for a 
post-war period of free marketing and there is little 


. doubt that official thinking on cereals will affect 


the approach to other products including meat. 

In the case of wheat and rye, deficiency payments 
will be made on the tonnage sold by individual pro- 
ducers, but for barley and oata they will be made on 
an acreage basis. For wheat, payment will be made 
on the amount of millable wheat sold and delivered. 





with £50 million for July and brought the cumulative: 


1See The Accountant, December 2nd, 1950. 


Standard prices for the 1954 harvest have been fixed 
a Cmd. 8947. ¢ i 
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now. Particular difficulty has been encountered in 
making equitable arrangements for barley since its 
large industrial sales (to brewers, for instance) 
attract a premium price over the one obtained by 
barley for feeding. An effort is therefore being made 
for the 1954 harvest to exclude premium prices from 
the calculation of standard prices by imposing a 
ceiling on prices taken into the average calculations. 

Under the new scheme a floor will be established 
to cereal prices based on the standard prices fixed at 
the customary annual review. In exchange for this 
the farmer concedes precise knowledge of how much 
he will get for his crop in the end. 


Materials Prices Fall Further 


During August there was a small but none the less 
perceptible increase in the level of world commodity 
prices. In this country,.on the other hand, the raw 
materials prices for industrial goods went to yet lower 
levels. In fact, they declined to the lowest point for 
three years. The Board of Trade’s index of raw 
materials prices, with a base of 1949 as roo, fell 
from 143°7 in July to 142°8 in August. Much of 
this movement. can be ascribed to the decline in the 
price of copper. It was- joined to a minor degree by 
tin, hides and skins, imported softwood and other 
timber. The only products to: show an increase were 
shellac and certain benzol derivatives. 

It is now clear that the recent fall in raw materials 
prices owes most to the downward trend in world 
prices — there is, of course, a time-lag before any 


reversal of that trend would make itself felt on the: 


internal price structure of this country. But the fall 
has also been assisted by the freeing of the com- 
modity markets, the case of copper last month, being 
an interesting case in point. 

The decline in the prices of goods which industry 
buys has now become substantial. The fact that the 
official index is now back to where it was in 1950 
underlines the extent of the fall. It is not likely that 
the trend can go much further without some defla- 
tionary pressure to assist it and there is little sign at the 
moment that such pressure will be forthcoming. After 
all, it was purposely not written into.this year’s fiscal 
strategy when the Budget was presented. But all 
this means, so far as the trend of materials prices 


is concerned, that the benefit of the decline has been’ 


used in all too many cases in preventing wage increases 
from causing a large increase in industrial costs. The 
result is that this country is ‘now faced with a useful 
competitive advantage well-nigh gone and with the 
séverest bout of foreign competition yet to come. 


Rent Restriction in Europe 


Rent restriction is not.a problem which is confined 
to this country. A report by the Economic Commis- 
sion for Europe which has been issued this week 
severely criticizes the operation of rent control 


systems throughout Europe. Theesurvey covers ten - 
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countries and the findings apply to all of them. In 
every case the investigators found rent restriction 
hampering the operation of the housing market, 
preventing the formulation of a coherent housing 
policy and leading to excessive housing subsidies. 

Three reforms are suggested. First, it recom- 
mends that the general level of rents in relation to 
building costs, interest rates and subsidies should be 
reconsidered. Second, rents payable for substantially 
similar dwellings should be equalized apart from 
variations which would arise in a normal market. 
Third, to mitigate in some way the hardship which 
would arise from an increase in rents it suggests that 
governments should adjust fiscal policy to achieve 
the ends which have so far been imperfectly realized 
by rent restriction. © - 

-It is not difficult to analyse the problem of rent 
control and to put up a convincing case for reform. 
It is equally easy to show that a protracted system of 
that kind must result in the consumption of social 
capital in the form of the spread of slums. But it-*s 
exceedingly difficult to persuade anyone responsible 
for the political decisions involved that there is any 


way out of the difficulty apart from the subsidized 


building of new property. The fact that deterioration 
of existing property may be proceeding at a greater 
rate than new houses and flats can bé built is an issue 
which governments are reluctant to face up to. 


The Small Car Again 


This has been an active summer in the motor vehicle 
industry and its allied trades. Now, with the Motor 
Show only a matter of weeks away, the arrival of yet 
another new small car on the market is announced. 
This time it is the Standard Eight. There are now 
four cars from makers in this country competing 
within this small horse-power range. These are the 
Ford: Anglia, the Austin A30, the Morris Minor and 
the new Standard. 

The new Standard is a particularly interesting 
development in the recent history of the car industry 
for Standard was the first company among the Big. 


- Six in the industry to pursue a bold policy after the 


war of concentrating production on the minimum of 
body designs and engines. Even this company, then, 
has not been able to withstand the lure of the small 
car market. 

Two of the Big Five (there are no longer Six since 
the formation of the British Motor Corporation) 
have not yet entered the small car field — Vauxhall 
and Rootes. But among the other four, competition 
assisted by some attractive models from the Continent 


‘is likely to be exceedingly strong. It is known that 


Morris made a shrewd decision when they actively 
cultivated the potential small car purchaser and have 
been well rewarded in consequence. There are 
reports of a new small Ford coming along shortly 
and this in itself is eloquent testimony that there is 
thought to be here a valuable market. Baby com- 
petitions in the car industry are likely to be very 
fashionable in 1954. 
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FINANCE AND COMMERCE 


Renewed weakness in Wall Street has been reflected 
in an easier tone to equity markets in London. In 
Government stocks the pending Funding operation, 
and the Treasury’s need for a firm gilt-edged market, 
has been a more powerful factor but the firmness 
does not inspire complete confidence. 


Jantzen (Australia) 


We have received from Mr E. B. Cheetham, the 
Accounting Controller of Jantzen (Australia) Ltd, in 
Sydney, the company’s Silver Anniversary twenty- 
fifth annual report, and we extract from it for readers 
the ‘Explanatory Statement of Financial Position’ 
and the ‘Explanatory Profit and Loss Statement’. 
Whatever can be done to get the facts across is worth 
while and we think this is a worth-while effort. 

The annual report, as stated on its front cover, 
is addressed ‘to shareholders, employees and business 
associates’. The narrow view that the report and 
accounts of a public company are for shareholders 
only, still prevails in some quarters but there is a 
growing tendency now to appreciate the fact that the 
annual publication has a wider public. 

` We know of one company at least that deliberately 
sets out to make its report and accounts a vehicle of 
interest, advertisement, and information to its cus- 
tomers and business associates all over the world. 
We also know of an overseas company which sends 
its accounts here to university and other centres of 
learning for the interest they may provide for 
students of accounts and economics. 

The practice is worth extension. 


Section 157 


Among the accounts which have recently come to 
our notice are those for C. H. Bailey Ltd, drydock- 
owners and ship repairers of South Wales. A quarto 
page is given to the directors’ report which, after 
repeating figures from the consolidated profit and 
loss account immediately opposite, gives a four-line 
paragraph to levelling out of annual charges for 
depreciation and taxation, and seven more lines to 
dividends paid and to be paid, the names of the 
retiring directors for re-election, and the fact that 
the auditors continue in office under Section 159 (2). 

What becomes, however, of Section 157 of the 
Act about attaching to every balance sheet laid before 
a company in general meeting a report by the 
directors with respect to the state of the company’s 
affairs etc.? Does the report in the form which 
accompanies these accounts meet the situation? It 
offers good scope for discussion. 

Company chairmen can, of course, give adequate 
information about the state of affairs orally at the 
meeting but does this attach the report to the balance 
sheet? Nowadays, it is the rule more than the excep- 
tion for the annual publication to contain all that 
directors feel can be said about affairs and the state- 


ment and the accounts, having been in shareholders’ 
hands for three weeks, are taken as read at the 
meeting. 
- One Square Foot 

On less than one square foot of paper using both 
sides, the Royal Sovereign Pencil Co Ltd presents 
the directors’ report, parent and consolidated ac- 
counts, and auditors’ report. One side of the paper 
suffices for the combined balance sheets with narra- 
tive in single column down the centre, group figures, 
current and comparison, to each side of the narrative, 
and parent figures on the outer sides of the group. 

Half the reverse is taken by the consolidated profit 
and loss account in single column followed by the 
parent appropriation statement. The other half gives 
the directors’ names, the notice of the meeting and 
the directors’ report. 

The report gives a short summary of business 
conditions, mainly adverse, in the period under 
review. It shows that economies already made have 
been effective, that there has been some revival in 
trade, but that the improvement will have to be 
more marked if a loss is to be avoided in 1953. 


‘Figures are excluded from the report. There is no 


need for them, the revenue position being right 
alongside. 


HH Times 


The pencil-making business, according to Mr Percy 
Charnaud, the chairman, at the annual meeting, has 
been through a very hard time. The company itself 
has had trouble through the irregular behaviour of | 
post-war graphite when converted into the lead slips 
that are finally inserted into the wooden sheaths. 
The company withdrew its high-grade pencils from 
sale rather than allow their reputation to be harmed, 
and as the conversion to slips takes three months, 
there was a backwash to be written off when it was 
eventually possible to change over to pure graphite. 

Meantime, Germany, kept out of export markets 
since the end of the war, had been accumulating large 
pencil stocks against the time when the embargo 
should be lifted. When the embargo was lifted, the 
market was flooded with German pencils and the 
trade, which for years had been short of supplies, 
stocked up heavily. Then orders dropped. German 
factories, states Mr Charnaud, were cut from a 
70 to a 32-hour week and the Royal Sovereign com- 
pany itself sacked half its workers and put the rest 
on short time. 

Money Market 

Treasury bill applications totalled £387,950,000 on 
September 12th and the market obtained 68 per 
cent of requirements after lowering the bid to 
£99 8s od. The average rate moved out to £2 7s 11-854 
per cent, the highest level for five months. This 
week’s offer is Ze million and is £30 million in 
excess of maturiti¢s. 
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Assets — What We Owned 








Liabllities - What We Owed 

















` ` £ 

Cash on hand: This amount Is the total of varlous petty cash Bank Overdraft (secured): This represents money borrowed 180,064 

` and stamp funds. from the bank for the purpose of carrying on our operations. 

Accounts Receivable: Total owed us our customers for Accounts Payable: Amounts we owed for the purchase of 83,370 
merchandlse less estimated amounts which we may not be manufacturing macerlals, supplied and sarvices, together with 
able ro collect, togerher with amounts due by salesmen, sundry amounts due to associated companles and others. 
agents and sundry debtors: S SN 7 

k Provision for Sundry Expenses: This represents an estimate `° 17,277 

Amounts paid In Advances In the operation of the business, of sundry expanses Incurred, an amount set asida for sick-and 
services such as Insurance, rates and taxes are pald In advance. holiday pay and salaries and wages earned, but not pald at 
This amount will be used during the ensulng year. March 3 1953. 

taventorias: This Is the value of raw materials, garments In Provision for Income-tax: This represents the estimated 51,591 
work and finished products on hand or In transit at the close amounts due to the Australian and New, Zealand Govern- 
of the year,- ments for Income taxes. 

Land, Plant and Equipment — Depreciated Cost: This Is Provision for Dividends Payable: This ts the further amount 8,429 
the amount we bald for our land, buildings, machinery and we expect to pay to shareholders for dividands out of profits 
equipment, less an estimated allowance for loss In value for this jast completed financial year. 
because they are gradually wearing out and becoming —— 
obsolete, 340,731 

Patents, Trade-marks, atc.: When this Company commenced 
operations In 1928 the sum of £15,000 was palid to the Jantzen 
Knitting Mills Inc., USA, by the Issue of 15,000 ordinary 
shares orl each fully paid: In return an ee Shareholders’ Funds — What We Ware Worth 
made transferring to our Company certain patents and trade- a 
marks and giving an undertaking to supply us with technical, Capital, stg drs ant SR Thie represents the Invest- 371,022 
styling and advertising Information. In subsequent years an m n ness 9y shareno ders: 
amount of £5,000 was written off by appropriation of profit. 

The Company's Directors consider the value of this asset Is 
conservatively stated, 
€711,753 
EE 
JANTZEN (AUSTRALIA) LTD 
Explanatory Profit and Loss Statement for tha Year ended March 31st, 1953 
(showing corresponding figures for the previous year) 
1953 
D £ % 
Income 2 
1,342,525 We received Income from the sale of our products of .. ae e 1,247,326 
13,821 We received other Income, such ss discounts, royalties, etc of als ‘ese 9,376 
1,356,346 Which gaye us a total Income of .. a oe is eh Cp pi 1,256,702 100-00 
Outgo 
660,400 For materials and supplies used In our manufacturing oe oe AN Sa H SE 576,445 45-87 
For expenses (other than taxes, depreciation and wages) CS factory; warehouse and 
215,485 shipping, selling and administratlon expenses sa oe ` We KS i 225,080 17-91 
. For depreciation, representing an allowance which has been latd aside to replace buildings and 
14,463 equipment as those things wear out .. ki dë oe ES CR v ES ws 15,309 122 
899,348 Total materials, manufacturing and distribution costs ae ex R S7 oe D 816,834 65-00 
48,479 For pay-roll and income-taxes oe ty K or ak ba va ee a 26,534 Ku 
938,827 r - , 843,368 67-11 
£417,519 | Leaving .. ate T dé e S wee i £413,334 32-89 
ig A msna. 
£ £ Ki 
Which was divided as follows: 
Employees 
For e, salaries, sales commissions and contribution to staff superannuation scheme, proyldeg 
372,253 for 503 aniployees (613 In 1952) D oe së r tee a De 393,026 31-28 
Shareholders ` 
14,750 For dividends to 252 shareholders (251 In 1952) os vi 14,750 LI 
. Future Needs ` i 7 
30,511 Retalried to prom®te growth and modernization of the business e 5,858 BU 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Disclosure of Bank Interest 


SR, - The announcement regarding the Inland 

Revenue examination of Post Office deposits over 

£600 and yearly interest over £15 will not produce 
the requisite yield for the following reasons: 

(a) Investors whose yearly interest is below £15 may 

now think that it is not necessary to disclose it. 

(b) Persons who are not Post Office investors will 

now invest sums below {600 in the belief that 

disclosure of interest below £15 is not necessary. 

(c) Many investors in Post Office and Trustee 

Savings Banks who never disclose interest 

(whether under or over £15) have already 

closed their accounts and switched to building 

societies in the hope that their past investments 

are a closed book as far as taxation is concerned. 

My view is that all accounts, whatever the 

amount of deposit or interest, should be open to 

examination. If every taxpayer received a special 

questionnaire requiring a signed declaration re- 

garding any untaxed interest, even if below £15, 

during the last six years, the results would prove 

a windfall to the Chancellor of the Exchequer. 

Yours faithfully, 
TAXPAYER. 


Wife’s Earnings and Child Allowance 


Sir, ~I should be most grateful for the opinions of 
your readers on the following query. 

A taxpayer who is a divorcee has remarried. The 
taxpayer has a heavy liability under a Court order to 
his first family. For this reason, his present wife has 
to work to maintain the child of the present marriage. 
The Inspector insists on allocating the child allow- 
ance for this child to the husband’s income, and 
consequently he is relieved of payment of any tax 
on his own earnings. Were the allowance allocated 
to the wife (who maintains the child), then tax would 
be payable by the husband, and he would receive 
the benefit of reduced rate relief. The Inspector’s 
contention is that the only allowances to be deducted 
from the wife’s earned income are: 

(1) wife’s earned income allowance; 

(2) earned income allowance; 

(3) wife’s national insurance. ` 

I contend, however, that Section 220 of the 
Income Tax Act, 1952, was provided merely to 
ensure that the above allowances were the only ones to 
be deducted in computing the wife's reduced rate relief. 

In other words, that they are purely notional 
deductions for that purpose, and that having com- 
puted the wife’s reduced rate relief by reference to 
these deductions only, then any allowance could be 
given to the wife, provided that the husband agreed. 

It seems unthinkable that a wife should not be 
able to have the allowance for a child which she 


maintains and, moreover, it appears that Section 220 
was provided so as to prevent the switching of allow- 
ances from the wife to the husband. The latter would ` 
normally have the larger income, and such switching 
would enable the wife to obtain maximum reduced. 
rate relief, instead of her husband paying tax at 
(say) standard rate. In this case it is desired to switch 
in the opposite direction, viz., from the husband to 
the wife, and the denial of reduced rate relief isa 
denial of that relief to the husband. It appears that 
provisions provided to prevent artificially high re- 
duced rate relief to the wife are being used to prevent 
the husband obtaining reduced. rate relief. 

Were the wife to claim separate assessment it 
seems difficult to imagine that the Inspector could 
refuse to allocate to her the child allowance for a 
child whom she maintains, and yet he contends that 
he would so refuse. He even says that a dependent 
relative allowance for a wife’s widowed mother 
would have to be given to the husband, so as to 
satisfy Section 220. 

Further, it has always been an axiom that allow- 
ances should be granted in the manner most bene- 
ficial to the taxpayer, e.g. deduction of charges 
firstly from unearned income. 

I suppose as a last resort the wife could covenant 
to the husband an annual sum (on condition that 
he maintained the child) and in that case the husband 
would be entitled to the child allowance and his 
income would then be sufficient for him to take 
reduced rate relief. 

Yours faithfully, 
A.A. C. C.A. BIRMINGHAM. 


Schedule E: Expenses 


Sm, — First of all may I offer my profound apologies 
to your correspondent, Mr E. J. N. Nabarro, for 
causing him ‘some concern’ (issue September 12th). 
Nothing was further from my thoughts. 

With regard to the question of certainty in the 
matter of Schedule E expenses, the Income Tax Act, 
1918, quotes only one example, namely, the use of a 
horse. If, therefore, Mr Nabarro wishes to be quite, 
quite certain that his staff expenses will be allowed 
without question, the way is open — he must follow 
the lead given by the Income Tax Act, 1918, and 
send them ‘out to audits on horseback. 

May I say, with respect, that income-tax cannot 
be argued by analogy. We cannot, for example, 
argue whether the profits of a margarine manufacturer 
are or are not taxable because profits made by a 
gun-maker are (or are not) taxable. 

In all income-tax problems we are confined to the - 
facts of the particular case. The facts of the case 
giving rise to this correspondence concerned the 
employment of a “chauffeuse and whether the 
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expense was claimable by the taxpayer incurring 
this expense under Rule (9). I expressed the view it 
was not so claimable and gave reasons. I adhere to the 
view I expressed, but I expressed no view concerning 
staff expenses of a professional accountant. There is, 
of course, no similarity whatsoever between the two 
types of expenses mentioned. 
. Yours faithfully, 
London, EC2. E. HA 
Tax Appeals Pressure 

Sir, ~ I have found members of all three accountancy 
bodies in this district very perturbed with- the 
effect of the Inland Revenue drive. In particular, 
cases are being called for appeal much faster than 
they can be coped with and in many cases the 
Revenue are asking for work to be completed in an 
impoasible time. I believe members of each body 
would appreciate some action to relieve the strain. 
Would it not be possible for the three bodies to join 
in an approach to the Inland Revenue with a view 
to obtaining: 

(a) Six months’ moratorium on all appeals. 

(b) An undertaking that where an assessment is 
confirmed before the Commissioners without 
production of accounts the Revenue will 
agree to re-open the case provided accounts 
are lodged within six months. 

While in the main the individual Inspectors are 
most reasonable, they claim they are instructed by 
headquarters to get all work up to date. Unfortunately, 
the great number of new taxpayers and the number 
of small cases which have-become back-duty cases 
make the strain on the profession nearly intolerable. 
The Inland Revenue themselves had to seek relief 
in the matter of the quinquennial valuation and I 
think the profession should be able to obtain at least 
as much consideration. I am sure that it would add to 
the dignity of the profession if it were shown that 
accountants have some voice in this matter. 

Yours faithfully, 
E. E. HALLETT. 


Accounting for Inflation 
Sm, — Possibly partly as a result of the reduced 
profits announced by many companies in recent 
months — particularly the textile trade — the demand 
for accounting reforms has slacked off lately, and the 
correspondence on inflation accounting has rather 
bogged down in an abstruse argument as to the 
correct conception of profit. May I take advantage of 
the temporary lull to suggest that the difficulties of 
the problem have been rather exaggerated, and that 
if, after several years, little real progress has been 
made, it is because the most reasonable line of 
approach, the one indicated by the Institute in its 
memorandum on the subject, has been largely over- 
looked. 

The final paragraph of that memorandum recom- 
mends company directors and accountants to draw 
attention to the desirability, inter alia, of experi- 
menting with methods of meaguring the effects of 
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inflation, and envisages the publication of the results 

in the form of statements supplementary to the. 
orthodox accounts, That is the method by which the 

problems presented some years ago by the growth of 
the holding company organization were met and 

solved. Consolidated accounts have now not only 

acquired legal recognition and render indispensable 

service to the investor — and to management ~ but 

have led to the recognition by the Treasury of the 

special features of the group organization from a 

tax point of view, resulting in appropriate treatment 

in fiscal legislation. | 

It seems a fair assumption that if the problems of 
inflation accounting are tackled in the same way, the 
same results will be achieved, and not only will the 
criticisms aimed at orthodox accounting from both 
inside and outside the profession be met, but the 
effects of both inflation and taxation on industrial 
profits may be clarified, and public and govern- 
mental opinion prepared for any taxation reforms 
which seem justified. 

The main reason why none of the methods so far 
suggested has met with much support is, at least in 
my view, that they have all been tied to the double- 
entry system, and have involved a compromise with 
the orthodox methods, rather than a separate develop- 
ment. This has led, in many of the proposals, to the 
creation of complex reserves which would make their 
results far less comprehensible to the investor than 
the orthodox type of accounts. It has also led to such 
anomalies as the proposal to show stocks in the 
balance sheet on a quasi base-stock basis in order to 
charge replacement cost against profits — thus making 
the value of current assets quite as unrealistic as the 
value of fixed assets on the orthodox basis, and leaving 
the unfortunate investor as much in the dark as ever. 

The difficulties which this form of approach has 
been unable to overcome do not arise in the case of 
supplementary statements. These need not comply 
with the legal requirements or financial traditions to 
which the published accounts are subject. Each one 
can be prepared entirely independently to achieve 
its desired object; there is no necessity for it to be 
integrated with another. Such statements can adhere 
to what one might term the pure principles of infla- 
tion accounting - when, I hasten to add, they have 
been hammered out by practical trial and error. In 
addition, this method has two outstanding advantages, 
the first being that it avoids the dangers of experi- 
menting with alterations to the orthodox methods 
of book-keeping and accounting, and particularly 
asset valuation, and the second that it does not 
involve a disproportionate addition to the work of 
company accounts departments. Many companies 
have already collated much of the information which 
would be necessary for inflation statements, as a 
result of F.B.I. investigations, and their preparation 
should not constitute a much heavier burden than, 
say, the Census of Production, or many other of the 
odd jobs which have to be done nowadays. 

The object of this letter is not to air the writer’s 
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; own views on inflation accounting, but it may not be 


Ca 


out of place to indicate briefly the lines on which I 
think inflation statements are likely to develop if a 
serious approach is made on the lines suggested by 
the Institute. Presumably an assets statement and a 
profits statement will be needed. The first would, no 
doubt, show the present worth of the assets on a 
replacement cost basis. The present value of the 
money put up from time to time, whether loan or 
share capital or profits ploughed back, would also be 
shown in such a form that the extent to which each 
type of capital had suffered or gained as a result of 
inflation would be made clear ~ including, in the case 
of the equity, the extent to which it had benefited 
from the losses sustained by prior fixed loan or 
preference capital. The difference between the present 
value of the money invested and the present value of 
the net assets would be written-off as representing 
the overall loss or gain due to inflation. 

My reason for thinking that the effect of inflation 
on each class of capital would be shown is that if it 
ever becomes generally accepted that industry is 
only to be taxed on the surplus remaining after its 
stocks and equipment have been fully maintained 
(a theory to which many industrialists and econo- 
mists seem to subscribe), then in equity some 
adjustment would seem to be called for between 
fixed and ordinary capital, for which purpose this 
information would appear to be essential. 

The profits statement would presumably show 
what the profits would have been if the costs, those 
connected with asset usage in particular, had been 
incurred by reference to present values — that, is, 
on the assumption, broadly speaking, that all savings 
in costs due to inflation are eliminated. The profit 
would then be adjusted to that shown by the orthodox 
accounts by bringing in the difference as profit or 
loss arising from inflation. Finally, the tax provision 
would be divided between that provided on the real 
profit, and that provided on the inflation profit. 
This would furnish information for a study of the 
effects of inflation on taxation and vice versa, and of 
the results likely to follow any proposed modification 
of taxing principles. 

With regard to costs, considerable controversy 


‘would no doubt arise on such points as to whether or 


not, if asset usage is costed on present values of 
plant, buildings, etc., interest on loan capital should 
not also be costed on present values of the money 
borrowed to finance such assets; and whether replace- 
ment cost of goods and materials should replace the 
historical cost. If these problems could not be re- 
solved, there would, of course, be nothing to prevent 
their effect being shown by suitable entries; in fact, 
owing to the flexibility of this approach, two or even 
more profits statements could be prepared, if desired — 
although only one would be likely to be published. 

If any worth-while experiments in inflation ac- 
counting are to be made it would appear that one 
essential will be uniform price-indices for converting 
values of money and assets, going back over a period 
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of at least sixty years, and kept right up to date at 
all times. At present it is both difficult and expensive 
to obtain suitable indices, which seldom cover a 
long enough period, and are usually a year behind. 
The leading accounting bodies would render a valu- 
able service if, in conjunction with the Board of 
Trade, they could provide uniform and adequate 
indices suitable for accounting purposes. 
Yours faithfully, 
London, EC4. A. R. ANDREW, A.C.A. 


Accountants’ Christian Fellowship 


Str, — I read with considerable interest Mr Bruce 
Jones’s letter in your issue of August 29th proposing 
the formation of an accountants’ Christian fellow- 
ship, and should be grateful if you would convey 
to Mr Jones my interest in his proposal. 

I should welcome the opportunity of meeting 
those of my fellow accountants, both in industry 
(like myself) and in practice, who are concerned to 
make our faith a living witness among those with 
whom we are in working contact. 

I shall study the correspondence columns of The 


Accountant during the next few weeks in expectation 


of further developments, and would offer Mr Jones 
sincere thanks for his initiative in this matter. 
Yours faithfully, 
LESLIE W. BRYANT, A.A.C.C.A. 
Ipswich, Suffolk. 


Sir, — I would like to express my appreciation of the 
response by readers to my letter published in your 
issue of August 29th. I am still receiving letters in 
reply, the number so far being about eighty, though 
this figure is not a true indication of the number of 
readers who are interested as some of the letters 
represent individuals and others the staffs of firms; 
again, I know other accountants who are interested 
but who have not written to me. 

In view of this response, I feel encouraged to 
make arrangements for a meeting in London to be 
held as soon as possible in order to form a committee, 
and I should be grateful to you, sir, if you would 
kindly publish further details which I shall hope to 
send you in due course. 

I would like to mention one feature about the 
letters that I have received: with few exceptions the 
writers appear to be members of the profession who 
are in practice. It does seem to me that if an 
object of the proposed fellowship is to encourage 
Christian accountants to meet, where their work 
makes it practicable for them to do so, there is a 
great need also for members of the profession who are 
in commerce and industry. 

May I ask readers who are in commerce or industry 
(and if they are already members of their firm’s 
Christian Union so much the better) to consider this 
suggestion? Yours faithfully, 

Wembley Park, Middlesex. BRUCE JONES. 


[We shall be glad tq publish the further information 
which Mr Jones proposes to send us. — Editor.] 
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REVIEWS 


The Profits Tax 
Second Edition 
by Roy Borneman, Q.C. and 
Percy F. Hughes, A.S.A.A. 

(Taxation Publishing Co Ltd, London. zz net) 
The five years which have elapsed since the appear- 
ance of the first edition of this excellent text-book 
have been eventful for profits tax, and a new edition 
was imperative. Besides the copious legislation on 
the subject in that period, there has been a good deal 
of case law, and much that was uncertain five years 
ago is now settled practice. It is not surprising 
therefore that the second edition is half as long 
again as the first. The method of presentation is as 
before and this needs no introduction. There is a 
new chapter devoted to the anti-avoidance provisions 
while an additional appendix deals fully with the 
effect of the profits tax on profit-sharing and com- 
mission agreements. 


Introduction to Income Tax 
' Tenth Edition 
by E. D. Fryer, A.A.C.C.A. 

(Sir Isaac Pitman & Sons Ltd, London. 7s 6d net) 
This introduction claims to cover the income-tax 
requirements of the Intermediate examinations of 
the various professional accountancy and secretarial 
bodies. Its approach is refreshingly out of the ordin- 
ary and it should hold its own in what has become a 
highly competitive field. Perhaps the revision for 
the tenth edition of such a short book could have been 
more thorough; Schedule B assessments on wood- 
lands are based on one-third’of the annual value, not 
the full amount, and the allowance of gross annual 
value for factories is obsolete. - ` 


Spicer and Pegler’s Income Tax 
and Profits Tax 


Twentieth Edition 
by H. A. R. J. Wilson, F.C.A., F.S.A.A. 
(H.F.L. (Publishers) Ltd, London, 30s net) 
This new edition incorporates the changes of refer- 


ences made necessary by the passing of the Income’ 


Tax Act, 1952. It also deals with the changes wrought 
by the Finance Act, 1952, while a supplement deals 
briefly with the Finance Act, 1953. It is some twenty- 
five years since Mr Wilson took over the editorship 
of this well-known text-book and his reputation as 
an expert and a teacher is high. In the knowledge that 
the excellencies of the book are already sufficiently 
well known, we take the liberty of a little criticism. 
The statement on page 472 about the effect of the 
Finance Act, 1937, Fourth Schedule, paragraph 5 
(reported: there as: paragraph 6) is negatived by 
CIR a Dowdall, O'Mahoney ° Co Ltd ([1952] 





33 T.C. 259; 31 A.T.C. 126). A statement in the 
supplement as to the effect of the Finance Act, 
1953, Section 18 (2) on farm-houses and farm cot- 
tages seems to be misconceived in view of the fact 
that the section deals only with industrial buildings. 


Taxation Manual 
Seventh Edition 


Compiled by Barristers and Experts under the 
direction of Ronald Staples, Editor of Taxation 


(Taxation Publishing Co Ltd, London. 2os net, 
20s 7d post free) 

This new edition of the ever-popular Taxation 

Manual is the first since the Consolidation Act. The 

text has been revised and all the references have 

been brought up to date, ‘the old references being 

retained where this was considered an advantage. 

Notwithstanding the handy and convenient size 
implied in its name, the Manual contains a good 
deal of information of practical use which one looks 
for in vain in larger tomes. This is particularly so in 
the case of Schedule A, a subject which is going to 
be of the first importance when the new revaluation 
is under way. Another useful feature of the book is 
a table of penalties. 

As with previous editions, the new one contains a 
registration slip, completion of which entitles the 
reader to receive gummed amendment slips from 
time to time. 


Taxation Key to Income Tax and Surtax 
Finance Act Edition, 1953 
Edited by Ronald Staples 


(Taxation Publishing Co Ltd, London. 7s 6d net, 
4s gd post free) 

No matter what weighty tomes on income-tax the 
student or practitioner may have, he will do well to 
possess himself of this small and handy guide, now 
in its thirty-seventh edition. On one not very abstruse 
point with which the reviewer was recently con- 
cerned it supplied some useful information which 
was not available in any other text-book — and this 
without lengthy searches, for the book is so arranged 
that the appropriate passage can be found in a matter 
of seconds. There is also a useful and lucid summary 
of Irish tax law, practically unobtainable elsewhere;, 
all this for much less than it costs to bind a book. 


Income Taxes in the Commonwealth 
Volume IT 
(H.M.S.O., London. 30s net, by post 315 net) 
The Inland Revenue have now completed their’ 
Herculean task of condensing into two volumes, 
accounts of the income taxes in every part of the 
Commonwealth. Volume I, which we reviewed on 
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} March 8th, 1952, dealt with taxes in the Dominions. 

` Volume II deals with taxes on income in the Isle of 
Man, the Channel Islands, Southern Rhodesia, 
Colonies, Protectorates, and territories under United 
Kingdom trusteeship. 

The book is up to date to the end of August 1952 
and deals in general with the year 1951; however, 
annual supplements will be issued as is already being 
done with Volume I. : 

In view of the painstaking care which has been 
taken to collect so much detailed information from 
such a wide area, and to summarize it in a lucid and 
pleasing style, the book is extraordinarily good value. 
Anyone who buys this by-product of an efficiently- 
run department is enjoying a hidden subsidy. 


Trusts and Foundations 


Compiled by Guy W. Keeling, B.A. 
Edited by Thomas Landau, A.L.A. 


(Bowes & Bowes (Publishers), Cambridge. 
£2 28 od net) 
The interest and topicality of this entirely new kind 
of book are undeniable. It was much spoken of in the 
recent House of Lords debate on charities and is a 
useful companion volume to the Report of the Com- 
mittee on Charitable Trusts (Cmd. 8710). It contains 
brief details of some 1,000 charitable trusts, carefully 
selected to give an illuminating cross-section. As 
there are more than 100,000 charities in England and 
Wales alone, it could hardly do more than that. Its 
uses will be many, particularly to those seeking to 
give or receive charity of a particular kind, either for 
~ themselves or for others. For that reason the publica- 
tion has been endorsed by an imposing list of bodies, 
including the National Council of Social Service. 
The intention is to follow up this pioneer volume 
with subsequent editions of wider scope and useful- 
ness~an enterprise which deserves the greatest 
encouragement. 


British War Production 
by Professor M. M. Postan 


The Control of Raw Materials 
by J. Hurstfield 


». (H.M.8.0., London, and Longmans, Green & Co, 
London. 32s 6d net and. 35s net, respectively) 
The above further volumes are now available in 
the admirable series of civil histories of the Second 
World War. Professor Postan’s study of the munitions 
industry explains in detail why the rearmament drive, 
which began in 1934, was so painfully slow in gaining 
impetus and how it did not reach peak production 
until the war was already nearing an end. The 
` stages of progress were marked by three major 
happenings — Munich, Dunkirk and Pearl Harbour. 
Perhaps the most absorbing part of the history is 
the final phase from Pearl Harbour until victory in 
Europe. In that one period, the industry caught 
up with and indeed surpassed itself and then began 
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to slow down towards the first of the three stages of 
demobilization. The timing of the effort may have 
been imperfect, but the result, despite all the futilities 
and frustrations of an all-out war, was a triumph 
for British endurance, ingenuity and craftsmanship. 

Mr Hurstfield has a less spectacular but equally 
important story to tell, for if the armament industry 
had not been supplied with the raw materials at the 
right time, the war ~- if not the world — might have 
gone out with a whimper instead of a bang. He 
describes the history of controls between the First 
and Second World Wars: the plans made by the 
Government for estimating demand and controlling 
supply, manceuvres made doubly difficult by import 
and export complications: Anglo-French and Anglo- 
American supply relations; the efforts made by this 
country to produce for her own needs certain 
materials hitherto imported; pricing and costing 
policies; and, in a final section, the machinery of 
control. To have compressed the history of this 
momentous revolution in the commercial life of the 
nation into 500 pages and yet to have given such full 
consideration to each of its many aspects is a fine 
achievement on the part of the author. 


SHORTER NOTICE 


Bon ApveNTuRE (National Provincial Bank Ltd, 
15 Bishopsgate, London, EC3). This interesting and 
well-illustrated booklet, written by Aytoun Ellis, 
gives, in twenty-six pages, a brief history of the 
foundation and origins of the National Provincial 
Bank, which this year celebrates its 120th birthday. 

Purrs, BALLOONS AND SMOKEBALLS, by A. Laurence 
Polak, illustrated by Leslie Starke. (Justice of the 
Peace Ltd, 12s 6d net.) This book is a collection of 
humorous articles which appeared during 1951 in 
the Fustice of the Peace and Local Government Review. 
The title is taken from the first article which consists 
of reflections on the classic case of Carlill v. Carbolic 
Smoke-ball Company ([1893] 1 Q.B. 256), familiar to 
all who have studied the law of contract. There are 
twenty-one articles and ten illustrations and they all 
follow the same pattern of topicality with a legal 
flavour. 


RECENT PUBLICATIONS 


CDA PROBLEMS AND QUESTIONS IN THEORY AND AUDITING, 
Fourth Edition, by Jacob B. Taylor, M.A., D.ADM., 
GPA, and Hermann C. Miller, M.A., GPA. viii + 640 pp. 
9 X 6. 56s net. McGraw-Hill Publishing Co Ltd, London. 

Key To Prorits Tax by Ronald Staples. 248 pp. 84x 54. 
or 6d net; op od post free. Taxation Publishing Co Ltd, 
London. 

THE ADMINISTRATION OF InsoLveNT ESTATES IN SOUTH 
Arrica, by David Shrand, B.COM., A.S.A.A., C.A.(S.A.). 
xviii+472 pp. 94x6. 67s 6d net. Juta & Co Ltd, 
Cape Town and Johannesburg. 

INTRODUCTION TO ENGLISH Law, 2nd edition, by Philip S. 
James, M.A., Barrister-at-Law. 448 pp. 84X54. 155 net, 
by post 16s Gd Butterworth & Co (Publishers) Ltd, 
London. : 

GENERAL COMMERCIAL AND FINANCIAL KNOWLEDGE FOR 
Examuiness by E. Mites ‘Taylor, F.C.A., F-S.A.A.xX-+214 pp. 
9x 5$. 12s 6d net. Textbooks Ltd, Harpenden, Herts. 
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EXCESS PROFITS LEVY 


The Excess Profits Levy (Metals, Oil and Mineral Producing 
Concerns) Regulations, 1953 


We reproduce below the text of these Regulations! which came into operation on 

September 14th, 1953, together with the Explanatory Note. The Treasury announce- 

ment of the rellef from excess profits levy allowed under these Regulations was 
published in our issue of August 29th last at page 267. : 


Citation and commencement 

1. These Regulations may be cited as the Excess 
Profits Levy (Metals, Oil and Mineral Producing 
Concerns) ‘Regulations, 1953, and shall come into 
operation on the fourteenth day of September, nine- 
teen hundred and fifty-three. 


Interpretation 

2. The Interpretation Act, 1889, shall apply to. the 
interpretation of these Regulations as it applies to the 
interpretation of an Act of Parliament. 


Rules 

3. Where the Treasury certify under subsection (1) 
of Section 56 of the Finance Act, 1952, as amended, 
that an increase in output of any metal, or of oil or 
of any mineral, oyer output at the normal rate is’ essen- 
tial in the national interest and a body corporate carry- 
ing on a trade or business which consists of or includes 
the mining of that metal, the getting of oil from oil- 
wells or the winning of that mineral from a natural 
deposit of a wasting nature elects that its profits shall 
be computed, for the purposes of the excess profits 
levy, in accordance with the provisions of the said 
Section 56, the rules laid down by the following 
Regulations shall be followed in relation to that body 
corporate (unless and until that certificate is revoked), 
in determining for the purposes of that section, as 
amended, the respective matters referred to in sub- 
section (8) thereof. 


Output and additional output i 

4. Subject to the provisions of the proviso to sub- 
section (3) and of subsection (4) of the said Section 56, 
the output in relation to any accounting period of a 
body corporate shall be the amount of the metal, oil 
or mineral sold in that period, being metal, oil or a 
mineral mined, got or won by the body corporate and 
additional output shall be determined accordingly. 


Profit at the normal rate 

5. Subject to the provisions of Regulation 6 of these 
Regulations, the amount to be taken to represent profit 
at the normal rate for any chargeable accounting 
period on any additional output shall, where the body 
corporate’s standard profits for a full year are calcu- 
lated by reference to its profits during the standard 
years, be the amount which would have been the profit 
on that additional output if the rate of profit thereon 
had been the same as the average rate of profit which 
was earned on the actual output of those standard 
years. For this purpose the aggregate profits of the 
body corporate on its output for those standard years 
shall be divided by the aggregate output for those 


years. 
a. 
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6. Where — i 

(a) the body corporate’s standard profits are calcu- 
lated otherwise than by reference to its profits 
during the standard years; or k 

(b) it has made an election under paragraph (a) of 
subsection LO of Section 38 of the Finance Act, 
1952; Or 

(c) it is a member of a group within the meaning of 
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1 


the Twelfth Schedule to the Finance Act, 1952, , 


and its share under paragraph o of the said 

Schedule in the composite figure for the group 

is nil, 
the amount to be taken to represent profit at the normal 
rate for any chargeable accounting period ehall be 
determined having regard to the general conditions of 
the class to which the body corporate’s trade or business 
belongs, the particular circumstances of the body 
corporate and, where the body corporate is a member 
of a group, the circumstances of the other members 
of that group. 


7. Where a standard year or chargeable accounting 
period is not an accounting period subsections (2) 
and (3) of Section 45 of the Finance Act, 1952, shall 
apply to the ascertainment of output in that year or 


period in the like manner as it applies to the ascertain- — 


ment of the profits for such year or period. 
Dated this third day of September, 1953. 
Hendrie D. Oakshott, 
Dennis Vosper, 
Two of the Lords Commissioners 
of Her Majesty’s Treasury, 


EXPLANATORY NOTE 
(This Note is not part of the Regulations, but is 
intended to indicate their general purport) 
Section 56, Finance Act, 1952, as amended by Sec- 
tion 27 (3), Finance Act, 1953, provides that, if the 
Treasury certify that an increase in output of any 
metal, or of oil or asbestos or any other mineral, over 


output at the normal rate is essential in the national ` 


interest, a body corporate whose trade or business 
consists of or includes the mining of the metal, the 
getting of oil from oil-wells or the winning of the 
mineral from a natural deposit of a wasting nature 
and which, in the period for which Excess Profits Levy 


-is charged, makes profits from an increase in its output 


of the metal, etc., over its normal rate of output may 
claim a deduction from its profits, for the purposes of 
the Excess Profits Levy, equal to profit at the normal 
rate on the additional output achieved in the Excess 
Profits Levy period. These Regulations, pursuant to 
subsection (8) of Section 56, Finance Act, 1952, ‘lay 


.down rules for determining in the case of such claims 


(G) what is the additional output in any period and 
(ii) what is the profit at the normal rate on any output. 


A 
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Personal 


Messrs Ceci HALPERN & Co, Chartered Account- 
ants, of 18 Charing Cross Road, London, WCa, 
announce that they have admitted into partnership 
Mr Sidney G. Halpern, A.C.A, who has been as- 
sociated with the firm for a number of years. The 
style of the firm will remain unchanged. 

Messrs Ernest Francis & Son, Chartered 
Accountants, of 8 Forbury, Reading, announce that 
as from September 14th, 1953, they have opened a 
branch office at 378 Winchester Street, Basingstoke. 
Telephone: Basingstoke 1551. 

Messrs RussELL & Mason, Chartered Accountants, 
of St Martin’s House, 29 Ludgate Hill, London, 
EC4, announce that Mr W. R. G. Weaver, A.C.A., 
formerly chief accountant, Ministry of Supply, has 
joined them in partnership. 

Messrs MCPHERSON, TIMMINS & Epnig, Chartered 
Accountants, of 7 St Paul’s Square, Bedford, an- 
nounce that as from September 28th, 1953, their 
address will be 15 Goldington Road, Bedford. The 
telephone numbers remain unchanged. 

Messrs J. SEDGwicK & Co, Chartered Accountants 
of 16-17 College Green, Dublin, announce that the 
partnership hitherto existing between Messrs Alfred 
E. Dawson, F.c.a.. Howard W. Robinson, F.c.a,, 
John C. Magowan, F.c.a., and Stan. H. Polden, A.C.A., 
has been dissolved by mutual consent on and from 
September 1st, 1953, following the retirement from 
the partnership of Messrs H. W. Robinson and 
S. H. Polden. The practice of Messrs J. Sedgwick & 
Co will be continued at the same address by Messrs 
A. E. Dawson and J. C. Magowan. In future, Messrs 
H. W. Robinson and S. H. Polden will practice under 
the name of Polden, Robinson & Co at 2 Lower 
Merrion Street, Dublin. 

Messrs G. Russet, & Co, Certified Accountants 
and Cost Consultants, of 35 Hartington Road, West 
Ealing, W13, announce with deep regret the death 
of their senior partner, Mr George Russell, F.a.c.c.a., 
F.C.W.A., on September oth, 1953. 


Professional Note 


’ Mr P. M. Rees, M.C., F.c.A., has been appointed a 
director of The Wellcome Foundation. 


Obituary 
ANDREW ANGUS CAMPBELL, C.A. 


We regret to record the sudden death on August 
24th, while on holiday, of Mr Andrew Angus 
Campbell, C.A, secretary of Morton Sundour 
Fabrics Ltd. 

Articled to Messrs Moores, Carson and Watson 
of Glasgow in 1908, Mr Campbell returned to that 
firm after a break from 1914 to 1918 when he served 
with the Highland Light Infantry. He was admitted 
to membership of The Institute of Chartered Accoun- 
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tants of Scotland in 1921 and two years later joined 
the Singer Manufacturing Company as a senior 
accountant, leaving that company in 1937 to take 
up the appointment he held at the time of his death. 

A keen sportsman and motorist, Mr Campbell was 
a member of the Carlisle Civil Committee of the Air 
Training Corps and also of the Cumberland and 
Westmorland Archeological Society. 


The Late Mr H. Crewdson Howard, F.G.A. 


A memorial service for the late Mr H. Crewdson 
Howard, F.c.a., will be held on Thursday, October 
ist, at 12 noon, at St Margaret’s, Lothbury, London, 
EC2. 


The Institute of Chartered Accountants in 
Ireland 


QUARTERLY MEETING OF THE COUNCIL 
Mr Patrick Butler, F.c.a., President, presided at the 


„quarterly meeting of the Council of The Institute of 


Chartered Accountants in Ireland, held in Dublin 
on August 28th, 1953, at which Messrs F. Cleland, 
Vice-President, H. E. A. Addy, A. E Dawson, 
W. H. Fitzsimons, G. F. Klingner, H. Trevor 
Montgomery, P. J. Purtill, and J. Walker were also 
present, with the Secretary, Mr Wm. E. Crawford, 
and the Joint Secretary, Mr H. Stevenson, in attend- 
ance. Apologies for absence were received from 


Messrs J. Bailey and E. T. McCarron. 


Associateship in Practice 
Mr Denis Gordon Sheriff, A.C.A., was admitted to 
practice, having become resident partner of Peat, 
Marwick, Mitchell & Co in Tokyo, Japan. 


Membership 


The following successful candidates at the Final 
examination in May 1953 applied for and were 
admitted to membership: 


As Associates in Practice: 


Columbanus Sean Finegan, Belfast; Peter Joseph 
O’Hara, Belfast. 


As Associates not in Practice: 


Donald Ernest Archer (Dublin); William Montgomery 
Carson (Mallusk, Co. Antrim); Gerald Leo Carton (Dublin); 
James Cornett (Belfast); Malcolm Davison (Belfast); 
Thomas Roland William Dark (Bangor, Co. Down); 
James Mervyn Devlin (Belfast); Thomas Donnelly (Dublin); 
George Evans Egar (Dublin); Harold Alexander Ennis 
(Belfast); Joseph Gerard Geary (Limerick); Edward James 
Hayes (Dublin); John Joseph Kelly (London); Owen 
Joseph Lemass (Dublin); John Robinson Loughead 
(Portadown, Co. Armagh); Ian David McLerie (Carrick- 
macross, Co. Monaghan); Brendan Joseph Martin (Dublin), 
Maurice Murray-Hayden (Dublin); Denis Gerard Mary 
O'Kelly (Dublin); Donal Joseph O’Mabony (Dundalk, 
Co. Lough); Dermott O’Neill (Limerick); John Francis 
Ross (Dublin); David Gerard Wilkinson (Sutton, Co. 
Dublin). 
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Deaths 


The deaths of the following members were reported 
by the Secretary and noted with regret: 

Philip Barrie Dudgeon, associate not in practice (Belfast), 
on June 30th; William Cecil Guiler, associate not in practice 
(Drogheda) on July 8th. 


Resignation from Council 
The resignation of "Mr E. T. McCarron, F.c.a., 
from the Council was, accepted with the deepest 
regret. 


Andrew Henry Strachan, C.B.E., A.C.A. 

The President undertook to convey to Mr Strachan 
(Secretary to the Treasury, Southern Rhodesia, and 
Vice-chairman of the Rhodesian Railway Board) 
the congratulations of the Council on the Knighthood 
conferred upon him in the Coronation Honours List 
-the President and Mr Strachan having been 
articled pupils in the same office in Dublin. 


Next Examinations 


It was decided to hold the next examinations - 
Preliminary, Intermediate and Final — on November 
r7th to zoth, 1953, in Belfast and Dublin. 


Census of Production for 1954 


The scope of the census of production to be taken 
in 1955 in respect of the year 1954 and the informa- 
tion to be obtained have now been considered by 
the Census of Production Advisory Committee. It 
has been decided that all establishments within the 
field of production will be included in the census, 
which will be on similar lines to the full 1951 census, 
The statutory form of return will include questions 
on (1) working proprietors; (2) number of employees; 
(3) wages and salaries, etc.; (4) capital expenditure on 
plant, machinery and vehicles; (5) capital expenditure 
on new building work; (6) materials and fuel pur- 
chased; (7) work given out; (8) stocks at the beginning 
and end of the year; (9) output; and (10) transport 
payments. The questions on (r), (2), (4), (5); (7); (8) 
and (10) will be broadly the same as for 1951. In the 
wages and salaries section (3), firms will be asked to 
give information about employers’ payments to 
superannuation and other pension funds, etc., as 
well as their contributions to all national insurance 
schemes, This will help to complete the information 
available about labour costs. 
In the materials section (6), firms will be asked to 
state, as in the 1948 census, the total cost of materials 
and fuel purchased with details, by quantity and value 


of the principal items purchased. In the output section (9) 
firms will be asked to show the total value of sales and 
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work done, with details of sales of each of a number of 


products, on the lines of the detailed form used for 1951. —* 


Firms in the field of production requiring further particu- 
lars about the census for 1954 should address their inquir- 
ies to the Census of Production Office, Neville House, 
Page Street, London, SW1, stating the nature of the 
business carried on. 


South London Chartered Accountants’ 
Discussion Group 


The South London Chartered Accountants’ Dis- 
cussion Group are resuming their meetings on 
October sth, next, and will meet on the first Monday 
of every month thereafter at The Kingston Hotel, 
Kingston, at 6.45 for 7 p.m. They are always pleased 
to welcome new members. 

The following are subjects which have been select- 
ed for discussion during the winter session, the first 
one being discussed on October 5th: 

1. Has the small professional office any future? 

2. Does the future of the profession lie in the 
hands of the industrial accountant? 

3. Is standard costing always worth while? 


The Chartered Accountant Students’ 
Society of London 


The autumn session of the London Students’ 
Society begins next Friday, September 25th, with a 
meeting at the Institute for new members. 

The introductory course of lectures for newly 
articled clerks on Friday evenings meets first on 
October 2nd, when lectures on “The fundamentals 
of business’ and ‘The English judicial system’ will 
be given. 

The general lecture programme on Monday 
evenings opens on September 28th with a lecture on 
‘Fraud in accounts’. 

Programmes will be posted to members during next 
week and detailed announcements of the Society’s 
activities during the autumn session will appear in 
The Accountant. 


Manchester and Liverpool Students’ 
Residential Courses 
The Manchester and Liverpool Societies of Char- 
tered Accountants are combining to run the ninth 
joint residential courses for Intermediate and Final 
students at Burton Manor College, Burton-in- 
Wirral, Cheshire. 


The Intermediate course extends over four-and-a- 


Am 


half working days and the Final course over five working ` 


days; the Intermediate course assembles on the morning 
of Monday, September 28th and disperses after tea on 
Friday, October 2nd, on which date the Final course 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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will assemble before supper, dispersing after tea on 
Wednesday, October 7th. 

Further information may be obtained from the joint 
Hon. Secretaries, Mr F. C. Hoyle, B.A., F.c.a., 61 Brown 
Street, Manchester, 2, or Mr N. G. Willis, A.C.A., 24 
Fenwick Street, Liverpool, 2. 


Chartered Accountants’ Hockey Club 


The Chartered Accountants’ XI won its return match 
with the Bank of England by a hard-fought four goals 
to three on Wednesday, September gth, at the Bank 
of England Sports Ground, Roehampton. The first 
match played on August 12th, had ended in a 5-1 
victory for the Bank. 

The chartered accountants had a well-balanced side 
with a strong attacking forward line pivoting on 
R. J. C. Mallinson and I. S. S. Ferris and a solid 
defence with A. E. Day and D. A. Tripp at full back 
and J. S. Kinross in goal. The Bank of England opened 
the scoring in the first few minutes of the game but the 
Institute retaliated immediately when R. J. C. 
Mallinson drew the Bank goalkeeper out of position 
and scored. The chartered accountants kept up the 
pressure against a strong defence with an outstanding 
goalkeeper and R. J. C. Mallinson finally broke 
through and scored again. The Bank of England 
equalized with a second goal before the interval. 

During the second half the Institute again took 
the offensive with J. A. Hume and C. J. Stewart 
pra in well-placed centres, but from a break-away 

the Bank centre forward, the a of England 
e the lead with the score at 3 ~ 

The Institute returned to the SS and scored 
through R. J. C. Mallinson to equalize. Shortly 
afterwards, I. S. S. Ferris hit the winning goal from 
the edge of the circle. 

The Institute was represented by: 

J. S. Kinross (Guildford,) A. E. Day (Harrow H.C), 
D. A. Tripp (Surbiton), Harris IG Saxons), 
R. P. Wright (Cheam), S. E Titcomb (Burgess E 
J. A. Hume (Barnet H.C.), C. P. Mahne (Mid Surrey 
R. J. C. Mallinson (Hampstead), I. S. S. Ferris (Captain) 
(Hawks), C. J. Stewart (Dulwich). 

Fixtures for the coming season have been made with 
the Law Society, the Stock Exchange, the Royal 
Institution of Chartered Surveyors and Oxford 
University Occasionals. The season ends with the 
annual game between members and articled clerks. 

Players who are interested in playing for the 
Chartered Accountants’ XI are requested to get in 
touch with the Hon. Secretary of the Chartered 
Accountants’ Hockey Club, Mr C. O. Merriman, 
A.C.A, of Price Waterhouse & Co, 3 Frederick’s 
Place, Old Jewry, EC2. 
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TWENTY-FIVE YEARS AGO 
From The Accountant op SEPTEMBER 22ND, 1928 
The Institute of Chartered Accountants 
AUTUMNAL MEETING 
Birmingham, 1th, 12th and 13th October, 1928 


The Council have accepted the invitation of the 
Birmingham and District Society of Chartered 
Accountants to hold the next autumnal Ge in 
Birmingham. 

ORDER OF PROCEEDINGS 
Thursday, 11th October. 

11.30 a.m.— Welcome at the Council House by the Right 
Hon. the Lord Mayor, of Birmingham (Alderman 
Alfred James, C.B.E., J.P j 

11.45 a.m.—Address by the President of £ the Institute, 
Sir Nicholas Waterhouse, K.B.E 

1.15 p.m.—Luncheon at the Grand Howl ‘at the invita- 
tion of the Birmingham and District Society of 
Chartered Accountants. 

3.0 p.m.—Reading of Paper by Sir Gilbert Garnsey, 
K.B.E., F.C.A., on “Limitations of a Balance Sheet.” 

3.0 p.m.—Visit by the ladies to the Botanical Gardens. 

8.0 p.m.—Reception by the Right Hon. the Lord Mayor 
at the Council House. 

Friday, 12th October. 

II am, —Reading of Paper by Mr H. Lakin-Smith, 
F.C.A., on “If I were the Chancellor” or “Budgetary 
Finance.” 

1.0 p.m.—Luncheon at the Grand Hotel, at the invita- 
tion of the Birmingham and District Society of 
Chartered Accountants. 

2.45 p.m.—Visit to Dunlop Works; Austin Motor Works; 
Chance’s Glass Works. 

2.45 p.m:—Golf Competition, Moseley. 

4.30 p.m.—Banquet at the Grand Hotel, tickets £1 158. 
each, inclusive of wines. Seats will be reserved for 
ladies at the Repertory Theatre. 

Saturday, 13th October. 

10.0 a.m. Visit to Stratford-on-Avon and Warwick. 

1.0 pam.—Luncheon at Town Hall, Stratford, at the 
invitation of the Birmingham and District Society of 
Chartered Accountants. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant op SEPTEMBER 21ST, 1878 
EE E 

A legal contemporary says— “Sir — —, who was 
called upon to hear a case in the Warwick County 
Court which required the decision rather of a farmer 
than a lawyer, threw out the suggestion that the 
parties, instead of appealing to him, had much better 
adjourn to some convenient place and toss-up. We 
should advise this learned judge, if he wishes to 
indulge in similar remarks again, to do so in the 
absence of reporters, as such language is not calculated 
to inspire the public with that respect which is due to 
his judicial position.” 
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OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES 


The following is a list of Associates elected. to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on September 2nd, 1953, who 
completed their Fellowship or Membership before 
September 15th, 1953. 


Associates elected Fellows : 
Bonn, Alfred Howard; 1933, A.C.A.; (Howard Bonn & 
Co), 73 AN Marylebone High Street, London, Wir. 


in, eer 1937, ACA; (William 
Heppard & aes illiam Deacons Bank Chambers, 
Cleveleys, Blackpool. ` 


Davies, John Hurle; 1948, A.C.A; (Fairhead, Davies & 
Co), 125 High Holborn, London, WCr. 

O’Connor, ward Derek; 1947, A.C.A; (Derek E. 
O’Connor), 70 Spring Gardens, Manchester, 2. 

Paul, Robert Graham Masters; 1937, A.C.A.; (Graham 
Paul & Co), The Trading Estate, Bridgend, Glamorgan. 


Admitted as Associates 
. (In Practice) 
Amsterdam, David, 14 Windsor. 


Avenue, 
Middlesex. 


Edgware, 


Freeman, Norman, 27 Jeffreys Road, Stockwell, London, 


Sw4. 
Horsman, Dennis Arthur Charles (H. R. Davison & Co), 
47 Boutport Street, Barnstaple, Devon. 


Morgan, Amy Mary Emily, B.SC, (ECON.), 7 Park Lane, , 


Aberdare, Glamorgan, 


Newnian, Theodore, ar. J. Newman & Co), 16 Blackstone . 


Road, Cricklewood, London, NW2. 
Prashker, Stanley Lionel, (Stanley Prashker & Co), 3 The 
Grove, Edgware, Middlesex. 


(Not in Practice) 
Ainsworth, Allan, 44 Holborn Hill, Ormskirk, Lancashire. 
Alderdice, Keith, ‘Briarsyde’, Queens Road, Blackhill, Co. 


Durham. 

Allen, Patrick: Guy, with Andw. W. Barr & Co, Abbott’s 
Chambers, 202 Bishopsgate, London, ECa. 

Allen, Robert Norman, with Wykes & Co, 24 Friar Lane, 
Leicester. 

Alles, Joseph Neville, c/o J. D. McLaren & Co Ltd, 22 St 
Mary Axe, London, EC3. ; . 

Antoine, Bernard Nigel, with *Stephenson, Smart & Co, 
Swinton House, 324 Gray’ 8 Inn Road, London, WC1. 


Aungiers, Brian Piers, with Bourner, Bullock, Andrew & . 


Co, Bush Lane House, Cannon Street, London, EC4. 
Austin, Michael Hayman, with Leslie B. Prince, Simon & 
Co, Palmerston House, Bishopsgate, London, ECa. 


Badrock, Stephen, with Harper, Pilling & Co, 25 Acresfield, 


Bolton. 
Ba we, Nicholas Thomas, M.A, with Sydenham, 
mowden, Nicholson & Co, 27 Martin Lane, Cannon 


Street, London, EC4 


Bainbridge, David Tarn, B.com., with “Heslop & Son, ` 


39 Priestgate, Darlington. 

Barragan, Francis Anthony, with McGillivray, Lowe & Co, 
130 Mount Street, Berkeley Square, London, Wi. 

Barrett, Horace, with Thornton & Thornton, 8 King 
Edward Street, Oxford. 

Bartlett, Ronald William, 82 Loughborough Park, Brixton, 
London, SWo. 


* placed against a firm name signifief that the firm is not 
exclusively composed of members of the Institute. 





Baxter, Peter, 63 Southcote Lane, Reading. 

Beaty, Neville Lancaster, with J. Noel Paul & Co, 35 
See e Barnard Castle, Co. Durham. 

Bert, rij Lal, B.COM., 112-116 Lexham Gardens, London, 


Devine Edward Robert, with Sheard, Vickers &. Winder, 
4 Castle Street, Liverpool, 2. 

Black, John Robert Couper, with R. J. Weston & Co, 
Probate House, 37 & 38 St Mary’s Gate, Derby. 

Blackburn, Charles Stanley, with A. J. Downs & Co, 
Parliament House, Parliament Street, Hull. 

Blackburn, Michael John, with MacIntyre, Hudson & Co, 
Craig’s Court House, 25 Whitehall, London, SW1. 

Blagg, Cyril Desmond, c/o C. R. Dodd, School Chambers, 
Albert Street, Eastwood, Nottingham. 

Bloor; John Charles Anthony, Rawson, with W. S. Ogle & 
Co, 90 Gresham House, 24 Old Broad Street, London, 
EC2. 

Boyd, Geoffrey Bourke Montgomery, with Whitfield & Co, 
Martins Bank Chambers, Park Row, Leeds, 1. ` 

Brenchley, Peter George Samuel, with W. T. Walton & 
Son, Marlow Hones, Lloyd’s ‘Avenue, London, EC3. 

Bristow, Richard Lawrence, B.cOM., with Bristow, Sturge 
& Roberts, Swan Chambers, Great Swan Alley, Moorgate, 
London, EC2. 

Brittain, John Hugh, with Morris, Gregory & Co, 3 York 
Street, Manchester, 2. 

Brooks, James Derek, with *Sproull, Goddard & Co, 
2 Gayton Road, d, Harrow, Middlesex. 

Brown, Ronald André Alfred, with Vincent & Goodrich, 
22 Surrey Street, Strand, London, WCz. 

Bullin, John Edwin, 
Cambrid 


ridge. 

Burton, Kenneth Holmes, with Wilson Bigg & Co, Boa 
Coleman Street, London ,EC2. 

Burtwell, George Arthur, with Charles Comins & Co, 
50 Cannon Street, London, EC4. 

Butters, Donald Herbert, with Smith & Garton, 2 Park 
Row, Leeds, 1. 


Cain, James Crookall, with W. H. Walker & Co, 42 Castle 
Street, Liverpool, 2. 

Capes, Geoffrey Hadden, with *Spain Brothers & Co, 1 Old 

urlington Street, London, Wr. 

Careless, Stanley James, 24 Graham Road, Wordsley, 
Stourbridge, Worcs. 

Carroll, Brian Joseph, 129 Claremont Road, Salford, 6, 

cashire. 


Catchy ole, Norman Reginald Arthur, with Harrison, Son, 
& Co, Charter House, 52 Gloucester Place, London, 


chek, Victor Charles, with Amsdon, Cossart & Wells, 
103 Cannon Street, London, EC4. 

Chaplin, Stanley, Frederick, with Wright & Westhead, 
32A Darlington Street, Wolverhampton. 

Chapman, Walter, with Collinge & Halstead, Adelaide, 
Chambers, 39 Adelaide Street, Blackpool. 

Clark, Thomas Arthur, with Harmood Banner, -Lewis & 
Mounsey, 24 North John Street, Liverpool, 2. 

Clarke, Peter Noel, with James Worley & Sons, 16 Union 
Court, Old Broad Street, London, ECa. 

Cleere, Edward Geor e, with W. E. Ratnett (W. E. Ratnett 
& Co), Commerce House, 6-8 Blagrave Street, Reading. 

Clowes, John, B.a.(com.), with James Carter & Sons, 14 
Wood Street, Bolton. 

Coker, Bryan Sydney, with R. Hall (Rowland Hall & Co), 

44 Orsett Road, Gra 

Coleman. John Lumsden, 17 Chester Road, Upper Hollo- 

way, London, Nig. 


47 Grantchiester Street, Newnham, 
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j Coleman, Michael Leo, 18 Cissbury Road, Broadwater, 

"Worthing. 

Collins, Ronald Michael, with Farrant, Stott & Golland, 
2 Booth Street, Manchester, 2. 

Collins, William Sidney, with John Rowley & Co, 20 Friar 
Lane, Leicester. 

Condlyffe, John Desmond, with Folkes & Campbell, 15 & 
17 Church Street, Stourbridge. 

Connell, John Challis Stewart, B.A., with *Peat, Marwick 
Mitchell & Co, Lombard House, Great Charles Street, 
Birmingham, 3. 

Conk, Dennis Stephen, 43 Highgrove Road, Dagenham, 
Zesez, 

Cooper, Alan Vernon, with Watling & Partners, 40 Broad 
Street, Bristol, r. 

Cooper-Parry, Robin George, with Cooper-Parry, Hall, 
Doughty & Co, 102 Friar Gate, Derby. 

Coren, Anthony, with Eric H, Ascher & Co, 152 Fenchurch 
Street, London, EC3. 

Corkish, William Douglas, with E. M. Owen & Co, 11 & 
13 Victoria Street, Liverpool, 2. 

Corringham, Anthony Francis Millard, 59 Wick Hall, 
Hove, 2, Sussex. 

Cox, Peter Albert Charles, with Jones, Robathan, Thomp- 
son & Co, Westminster Chambers, 9 Victoria Street, 
Westminster, London, SW1. 

Crawford, Stanley Derek, with I. M. Morris (I. M. Morris 
& Co), Bow Chambers, 55 Cross Street, Manchester, 2. 

Cropper, Robert Henry, 8.com., with Appleyard, Bentley 
& Co, Lloyds Bank Chambers, Market Place, Dewsbury. 


Daly, Terence Patrick, with West & Drake, Sardinia 
House, Sardinia Street, Holborn, London, WC2. 

Daniels, Herbert Norman, 1 Guest Road, Cambridge. 

Davidson, Donald Leybourne Hugo, with John M. Winter 
& Sons, 39 St James’s Street, London, SW. 

Dearne, Herbert Ingram, with Hinde, Galt & Co, 20 High 
Row, Darlington. 

Desmond, James Terence Brian, with A. D. Bevan & Co, 
Central Chambers, 127 High Street, Guildford, Surrey. 

Dixon, Norman William, 8 Hillcrest Road, Great Crosby, 


Liverpool 23. 

Dodwell, Benjamin Selwyn, with “Deloitte, Plender, 
Griffiths & Co, 5 London Wall Buildings, Finsbury 
Circus, London, EC2. 

Donert, Jack Burke, 56 Moresby Road, London, Es. 

Douthwaite, John Antony, with Pulleyn, Heselton & Co, 
Melrose House, St Sampson’s Square, York. 


Eallett, Edward George, with *Cassleton Elliott & Co, 
4-6 Throgmorton Avenue, London, EC2. 

Eastwood, Derek Arthur, 250 Liverpool Road South, 
Burscough, near Ormskirk. 

Eckersley, Dennis William, B.com., with *Jones, Crewdson 
& Youatt, 7 Norfolk Street, Manchester, 2. 

Eckersley, Graham Robert Charles, B.a.(ECON.), with John 
Watson, Sons & Wheatcroft, Norfolk Chambers, 9 
Norfolk Row, Sheffield, 1. 

Elliott, Denis Michael, with Edmonds & Co, Marlborough 
House, High Street, Ventnor, Isle of Wight. 

Ellis; Steuart, 21 St Cyres Road, Penarth, Glamorgan, 

Ellis, William Edwin Gordon, with Gordon Emery & Co, 
Smith’s Bank Chambers, Market Place, Derby. 

Ellison, John Spencely, B.A., with Bryce Hanmer & Co, 
1 & 3 Stanley Street, Liverpool, 1. 


Emsley, Alan Jeffrey, with Fawley Judge & Easton, 1 - 


Parliament Street, Hull. 
Evans, Donald Eric, with Rogers, Bowler, Rushworth 
Smith & Co, 30 North John Street, Liverpool, 2. 
Ezekiel, David Richard Simon, with Moore,-Stephens & 
Co, 30 Cornhill, London, EC3. 


Fairclough, Mark Barry, with Butler, Viney & Childs, 
60 St Paul’s Churchyard, London, EC4. 

Fergusson, Ronald Arthur, ‘Ryntuas’, Castlecroft Lane, 
Wightwick, Wolverhampton. 
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Foggett, John Barry, ‘Incemoor’, Beech Avenue, Crosby, 
Liverpool, 23. 

Foord, Derek Fergus Richard, with Horsfield & Smith, 
81 Fountain Street, Manchester, 2. 

Frier, Bernard Reginald, with Charles Comins & Co, 
so Cannon Street, London, EC4. 

Frier, Ian James, with Wilding, Sladen & Co, 78 Bucking- 
ham Gate, Westminster, London, DW. 

Frith, John Sourbuts, with J. Frith (J. Frith & Co), 89 
Fountain Street, Manchester, 2. 

Fritz, Ryszard Mieczyslaw, with Smallfield, Fitzhugh, 
Tillett & Co, 24 Portland Place, London, Wi. 


Gamble, Howard Charles, 26 Craneswater Park, Norwood 
Green, Southall, Middlesex. 

Geipel, Thomas Ashley, B.com., with SC. Percy Barrowcliff 
& Co, 55 & 57 Albert Road, Middlesbrough. 

Gibbs, David Edgar, with Ernest James & Co, 11-13 
Dowgate Hill, London, ECq. 

Gibbs, Norman, with Ham, Jackson & Brown, Albion 
Chambers, Small Street, Bristol, 1. 

Gibson, Robert Heward, with James Gibson & Sons, 
Union Bank Chambers, Royal Street, Barnsley. 

Gill, Cranstoun Bygott Harold, B.A., with Parkinson, 
Mather & Co, ro Norfolk Street, Manchester, 2. 

Gilmour, Brian Stirling, with Withers & Clare, Martins 
Bank Buildings, 10 Norfolk Street, Manchester, 2. 

Gracey, Ruth Mary, ‘Elmfield’, Elmstead Lane, Bickley, 
Kent. 

Grant, Edward John, with T. W. Selbey, 6 Bedford Row, 
London, WC", 
Grassan, David Reginald, with Bryden, Johnson & Co, 
13 Southampton Place, High Holborn, London, WC. 
Gray, Neville, s.com., with T. B. Read, 71 Howard Street, 
North Shields, Northumberland. 

Green, Eric Thomas, with *Dearden, Gilliat & Co Croxley 
House 14 Lloyd Street, Albert Square, Manchester, 2. 

Greenfield, Robert Howard, 24 South Parade, Whitley 
Bay, Northumberland. 

Greenhough, James Arnold, with F. Arthur Pitt & Co, 
14 John Dalton Street, Manchester, 2. 

Grindrod, Geoffrey Kenneth, B.A, c/o W. Grindrod, 
53 Queen Street, Blackpool. 

Gusterson, Ronald George, with Burgis & Bullock, 11 & 13 
Waterloo Place, Leamington Spa. 


Haddleton, Sidney John, with Thornton & Thornton, 
8 King Edward Street, Oxford. 

Haines, Dennis George, 14 Higham Station Avenue, South 
Chingford, London, Eq. 

Hall, Alan Frederick, with Pittman, Wood & Co, 7 & 8 
Chandos Street, London, Wr. 

Ham, Roy, c/o 45 Bruche Drive, Padgate, Warrington. 

Hamill, Gerald, with Cole, Dickin & Hills, 29 Victoria 
Street, Grimsby. 

Hamilton, George, with Reeves & Young, 8 Laurence 
Pountney Hill, Cannon Street, London, EC4, 

Hamilton, John Robertson, with W. Broad (Waller Broad 
& Co), 30 Fleet Street, London, EC4. 

Hanna, Hanna Youssif, with Beevers & Adgie, 26 Park 
Row, Leeds, 1. 

Hargreaves, Anthony Butler, with Haythornthwaite & 
Norris, 20 Richmond Terrace, Blackburn. 

Harland, Colin, with Wm. Harland & Son, 41 High Street, 
Stockton-on-Tees. 

Hawkins, John Wilson, ‘Linton’, Birkwood Road, Nor- 
manton, Yorkshire. 

Hayim, Derek Aaron, with J. Dix Lewis, Caesar, Duncan 
& Co, 112 & 114 Cannon Street, London, EC4. 

Hays, Donald, with Hereward, Scott, Davies & Co, 3 St 
Helen’s Place, Bishopsgate, London, EC3. 

Hayward, Leslie, with Clay, Russell & Co, 244 Coton Road, 
Nuneaton. 

Hector, Gordon, with Halliday, Pearson & Co, 11 Spring 
Gardens, Manchester, 2. 
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Hedges, Denis James, with Thornton & Thornton, 8 King 
Edward Street, Oxford. 

Herdman, Roderick Harling Leadam, ‘Parkwall House’, 
Longwell Green, near Bristol, 

Hewins, Raymond, with A. S. Hill, 3 The Quadrant, 
Warwick Road, Coventry. 

Hill, Edward Herbert, with *Mellors, Basden & Mellors, 
i King John’s Chambers, Bridlesmith Gate, Nottingham. 

Hiscocks, William Bryan, with Frank Hiscocks & Co, 
26 Exchange Street East, Liverpool, 2. 

Hobson, Oliver William, pa. with *Hill, Vellacott & Co, 
Law Courts Chambers, 33 & 34 Chancery Lane, London, 

2. 

Hodder, Gordon John Walter, with Tyler & Wheatcroft, 
Central House, 75 New Street, Birmingham, 2. 

Holden, Ralph Burton, with Porter, Matthews & Marsden, 
43 Preston New Road, Blackburn. 

Hollis, William, c/o Thomson McLintock & Co, 33 King 
William Street, London, EC4. 

Hosp, Peter Reginald, with Reads, Cocke & Watson, Leith 
House, 47 Gresham Street, London, EC2. 

Howarth, Geoffrey Garth, with Blease & Sons, 223 India 
Buildings, Water Street, Liverpool, 2. 

Howarth, Ronald, with las, A. Hulme & Co, 18 Lloyd 
Street, Albert Square, Manchester, 2. 

Hufford, Horace Gordon, with *Spain Brothers & Co, 
1 Old Burlington Street, London, Wr. 

Hulley, Graham, ‘Oakleigh’, Carleton Park Avenue, Ponte- 


fract, 

Humphreys, Anthony Cecil James, with Harker, Holloway 
& Co, Regent House, 89 Kingsway, London, WC2. 

Hunt, Gillian, with Keller, Snow & Co, 54 Quarry Street, 
Guildford, Surrey. 

Hurst, Joseph Gerard, Junr., with Bretherton, Hurst & 
Co,.Century Buildings, 31 North John Street, Liverpool, 2. 

Hutchings, Norman Frank, with Bagshaw & Co, 3 St 
Helen’s Place, London, ECa2. 


Irvine, Angus Jéhn Giffard, with Turquand, Youngs & 
Co, 19 Coleman Street, London, EC2. 

Isherwood, Michael Slater, with Mather, Kay & Hudson, 
10 Acresfield, Bolton. s 


Jarred, Roy William, with Luckin & Sheldrake, Waterloo 
Chambers, Chelmsford, 

Jee, John Frederic, with Wykes & Co, 24 Friar Lane, 
Leicester. 

.Jenner, Michael Henley, with Richard Place & Co, 27 
Cantelupe Road, East Grinstead, Sussex. 

Jennings, Brian Ernest, with Holmes & Bailey, Orchard 
Chambers, Church Street, Sheffield, 1. 
Jennings, Derek John, with Carter, Son & White, Craven 
House, 16 Northumberland Avenue, London, WCz. 
John, Albert, with *Friend James, Sinclair & Yarnell, 
150 North Street, Brighton, 1. 

Johnson, Edward Herbert, with A. W. Lee, 21 Hamilton 
Square, Birkenhead. 

Johri, Tej Bahadur, with S. Trent & Co, 415 Green Laries, 
London, N4. 

Jones, Kenneth Watts, with #Bowker, Orford & Co, 
26 & 28 Hallam Street, Portland Place, London, Wi. 


Jones, Peter Boam, with N. T. Afford’ & Co, National . 


Provincial Bank Chambers, Nantwich, Cheshire. 

Jones, William Henry, with A. B. Snow, Wood & Co, 
Jubilee Chambers, Stafford Street, Hanley, Stoke-on- 
Trent. 


Jowitt, John Berry, with Messik, Arthur & Co, 32 SE 


Row, Piccadilly, London, Wt. 


Keeler, Anthony Edgar, with John Watson, Sons & Wheat- 
croft, Norfolk Chambers, 9 Norfolk Row, Sheffield, 1. 

Khanna, Subash Chandra, B.com., with *Roth, Manby & 
Co, 6 Vigo Street, London, Wi. 

Kilpatrick, James Ian, M.A, 20 Knowle Park Avenue, 
Staines, Middlesex. ` 

Kirby, Peter Samuel, with Wilsdrf, Turnbull & Co, 33 
Lawrence Lane, London, EC2. 
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Kirk, Ronald, with Hodgson, Harris & Co, Bank Chambers, 
Parliament Street, Hull. 

Knight, John Leighton, B.A. (coM.), with *Deloitte, Plender, 
Griffiths & Co, 5 London Wall Buildings, Finsbury 
Circus, London, ECz. 

Knowles, Robert Bernard, with Rawlinson, Greaves & 
Mitchell, Netherwood Chambers, 14 Manor Row, 
Bradford, 1. 

Koch, Edwin Miller, with *Booth, Anderson & Co, 63A 
Northbrook Street, Newbury, Berks. 


Langford, Philip Graham, with Edmonds & Co, Pearl 
Buildings, Commercial Road, Portsmouth. 

Langley, Kenneth James, with Tribe, Clarke, Painter, 
Darton & Co, 43 & 44 Broad Street Avenue, Blomfield 
Street, London, EC2. 

Langton, Horace Eric Cecil, with R. & D. Jeston Black & 
Co, 109 Kingsway, London, WC2. 

Laws, Stanley, 15 Blackwell Avenue, Newcastle upon 


yne, 6. 

Lebbell, David, with Oldham, Holland & Co, 63 & 64 
New Broad Street, London, EC2. 

Ledingham, George Malcolm, No. 1 Flat, Hawksworth 
Lane, Guiseley, near Leeds. N 

Lee, Arthur Philip, with Proctor & Proctor, 3 Grimshaw 
Street, Burnley. 

Lee, Michael George, with Chas. Hudson & Co, 19 Broad 
Court, Drury Lane, London, WC2. 

Lees, George Robert, M.A., 26 Park Crescent, London, Wt. 

Leigh, Cyril Vivian, 9 Wendover Court, Finchley Road, 
London, NW2. 

Leigh, Kenneth, 72 Forest Road, Hinckley, Leicestershire. 

Leigh, Michael Paul Vernon, with Nevill, Hovey, Gardper 
& Co, 43 Church Road, Hove, 3. - 

Lever, Stuart Mordecai, M.a., with -Lever Bros. & Co, 
1 Devonshire Square, Bishopsgate, London, EC2, 

Lewsey, William Stanley, with Philip Taylor & Son, 
Westmiriater Bank Chambers, St Nicholas Street, Scar- 
borough 

Lloyd, Gave Llewellyn, with *Price Waterhouse & Co, 
3 Frederick’s Place, Old Jewry, London, EC2. 

Lord, John William, ‘with MacIntyre, Hudson & Co, 
Craig’s Court House, 25 Whitehall, London, SW1. 

Lugg, David John, with Lodge & Winter, 19 Lemon 
Street, Truro, Cornwall. 

Lusk, Brian Hugh, with Turquand, Youngs & Co, 19 Cole- 
man Street, London, ECa. 


McDonald, Tom, B.com., with Appleyard, Bentley & Co, 
Lloyds Bank Chambers, Market Place, Dewsbury, 
Yorkshire. 

McGill, John Francis, with *Whinney, Smith & Whinney, 
4B Frederick's Place, Old Jewry, London, ECz. 

McGorian, Robert Reginald, with “Leigh, Lawler & 
Hooper, 55 Hoghton Street, Southport. 

McKenzie, John Nicholson, B.com., with Griffiths & 
ce Council Chambers, 109 Colmore Row, Birming- 

am, 3. 

Makin, Peter, with Whitehead & Aldrich, 2 Chapel Street, 
Preston. 

Manley, Peter, with Andw. W. Barr & Co, Abbott’s 
Chambers, 202 Bishopsgate, London, EC2. 

Manning, William George Dowers, with *Hill, Vellacott & 
Co, Law Courts Chambers, 33 & 34 Chancery Lane, 

. London, WC2. 

Marks, Lawrence, with *Harold C. Wright, King & Co, 
92 New Cavendish Street, Portland Place, London, Wr. 

Marwood, Michael Harold, with *Clayton- & Brewill, 
15 Wellington Circus, Notting ham. 

Mason, Walter Neville, with Stott & Golland, Newgate 
Chambers, Newgate, Rochdale. 

Mayers, Gordon, 40 Litherland Park, Litherland, Liver- 
podl. 

Meacham, Maxwell Brian, with H. Sanders & Co, Britannic 
House, '6 Waterloo Road, Wolverhampton. 

Mellors, Ernest, with *Clayton & Brewill, 15 Wellington 
Circus, Nottingham. 
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Mesher, Harry Charles, with *Allan, Charlesworth & Co, 
17 St Helen’s Place, Bishopsgate, London, EC3. 
Miller, Lawrence Raymond Reginald, with Archer Nicholla 
E Co, so Manchester Street, London, Wr. 
Mitchell, Arthur Edward, with E. Mitchell (Edward 
Mitchell & Son), 71 Saltergate, Chesterfield. 
Money-Coutts, The Hon, Hugo Nevill, with *Price Water- 
bee & Co, 3 Frederick’s Place, Old Jewry, London, 
2. 
Morcom, Geoffrey Colin, with Jackson, Pixley & Co, Kent 
House, Telegraph Street, London, EC2. 
More, Alexander Victor John, with Hodgson, Harris & 
Co, 17-18 Mincing Lane, London, EC3. 
Mosert, Henry, 81 Green Hill, London, NW3. 
Moses, Donald Julian, with C. Hayter & Co, 5 Hanover 
Square, London, Wi. 
Moss, Ralph Harold, with Passer, Sadie & Co, Devonshire 
Chambers, 146 Bishopsgate, London, ECa. 
Mould, John Gray, with Thurlow, Boyce & Co, 1 & 2 
Holy Trinity Churchyard, High Street, Guildford, 
urrey. 


Neal, Charles Philip, c/o C. S. Neal, Frain & Co, Derby 
Chambers, 6 The Rock, Bury. 

Nichols, John Wilfrid Lee, with Kemp, Chatteris & Co, 
St Swithin’s House, 37 Walbrook, London, EC4. 

Normandale, Christopher John, with *Peat, Marwick, 
Mitchell & Co, 11 Ironmonger Lane, London, EC2. 

Nuttall, Cyril Adam, 204 Preston Old Road, Blackpool. 

Nuttall, John Michael, with R. F. Miller & Co, Ramsden 
Square, Barrow-in-Furness. 


O’Neill, Thomas Roy Doyle, Halcyon, Grammar School 
Road, Brigg. 

Osborne, John Trevor, with Reddall, Osborne & Co, 
1 Guildhall Chambers, Basinghall Street, London, EC2. 

Overton, Richard David Roche, with *John Potter & 
Harrison, 22 Birley Street, Blackpool. 


Page, John Michael, with Larking & Larking, Orford Place, 
Norwich. 

Palfreyman, Ronald Arthur, B.sc.(zcon.), with Gordon 
Dy & Co, Smith’s Bank Chambers, Market Place, 

erby. 

Parker, Leslie, with Rooke, Holt & Co, 83 Ebury Street, 
Eaton Square, London, SW1. 

Parkes, Kenneth Raymond, with Felton & Co, 49 Newhall 
Street, Birmingham, 3. 

Patterson, Ian Jocelyn, with “Moores, Carson & Watson, 
4 St Mary Axe, London, EC3. 

Payne, Charles, with Houghton & Potts, 5 King Street 
West, Wigan. 

Peers, Bryan Cyril, with Ford, Rhodes, Williams & Co, 
4B Frederick’s Place, Old Jewry, London, ECz. 

Pelczer, Otto Hans Emmanuel, with W. L. Gallant & Co, 
28 East Parade, Leeds, r. 

Percival, Geoffrey, with Haworth & Wheatley Jones, 4 
Norfolk Street, Manchester, 2. : 

Perkins, David Frederick, with Harrison, West, Ledsam & 
Co, 33 Waterloo Street, Birmingham, 2. 

Perrott, John Anthony, with *Hogg, Bullimore & Co, 20 
Copthall Avenue, London, EC2. - 

Peters; James Stuart, with Francis, Williams & Vaughan, 
12 Christina Street, Swansea. 


` Pinder, John Michael, with #Kennedy Smellie & Co, 64 


High Street, Epsom. 

Pitkethly, Gavin Eric, with *Seddon, Magnay E Spoors, 
46 Grainger Street, Newcastle upon Tyne, 1. 

Pitman, Anthony Leslie, c/o W. Kellett, 5 Skipton Street, 
Morecambe. : 

Plater, James Robert, with Wenn, Townsend & Co, 21 
St Michael’s Street, Oxford. 

Pollock, Robert’ William, with Harrison, West, Ledsam & 
Co, 33 Waterloo Street, Birmingham, 2. 

Prest, James Stanley, with *Peat, Marwick, Mitchell & 
Co, 11 Ironmonger Lane, London, ECz. 


‘Price, Peter Hoare, B.com., 27 West Bank Avenue, Derby. 
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Purcell, Michael Pugin, with Harmood Banner, Lewis & 
Mounsey, 24 North John Street, Liverpool, 2. 

Pybus, Anthony Wilfrid, with Creasey, Son & Wickenden, 
12 Lonsdale Gardens, Tunbridge Wells, Kent. 


Quinn, Alfred, with K. H. Wrigley, 32 Hamilton Street, 
Birkenhead. 


Raine, Gerald Steven, with Percy Hodgkinson & Co, 
Manor Buildings, 2 Manor Row, Bradford, r. 

Range, Dudley, Lawrence, with Crane, Christmas & Co, 
46 & 47 London Wall, London, EC2. 

Raphael, Harry, with Bradley, Lytton & Co, Portland 
House, 73 Basinghall Street, London, EC2. 

Rawcliffe, James Overbury, with *Peat, Marwick, Mitchell 
& Co, Midland Bank Building, Spring Gardens, Man- 
chester, 2. 

Reed, Geoffrey William, with A. W. Goodfellow & Co, 
3 Great Winchester Street, London, EC2, 

Reeve, Harold, with A. B. Harwood, Queen’s Chambers, 
King Street, Nottingham. 

Reid, Donald Arthur, with Cooper Brothers & Co, 14 
George Street, Mansion House, London, EC4. 

Reynolds, Ronald Norman, with Bryce, Hanmer & Co, 
1-3 Stanley Street, Liverpool, r. 

Riddell, James Renwick, B.ENG., with *Asbury, Riddell & 
Co, 7 The Square, Shrewsbury. 

Riley, George Sanderson, With Chase W. Rooke, Lane & 
Co, 2 Norfolk Street, Strand, London, WC2. 

Roberts, Brian Alfred, with Norman & Whitehead, 20-23 
Wardrobe Chambers, 1464 Queen Victoria Street, 
London, EC4. 

Roberts, Noel Robert, B.sc.(£coxN.), with E. C. Brown & 
Batts, Danes Inn House, 265 Strand, London, WCz. 
Rogers, Alan John, Flat 1, 3 Portland Terrace, Portland 

Road, Southsea, 

Roscoe, William Fairhurst, with Rook, Holt & Co, 83 
Ebury Street, Eaton Square, London, SW1. 

Ross, Peter Francis, B.coM., with L. Ross, 5 Walker Street, 
Wellington, Shropshire. 

Rowe, David Charles, ‘Cleeville’, Newtown Road, Marlow, 
Buckinghamshire. 


Sambanthar, Rajaratnam Thirugnana, c/o Central Y.M.C.A. 
Great Russell Street, London, WC. 

Sampson, Robin Thomas, with Luckin & Sheldrake, 
Waterloo Chambers, Chelmsford. 

Sandiford, James, with J. Morris (J. Morris & Co), 31 
Princess Street, Manchester, 2. 

Scott, John Robert, with William Chadwick & Co, 31 Dale 
Street, Liverpool, 2. 

Sergeant, Peter, with *Radford & Sergeant, Cambridge 
House, Woking, Surrey. 

Sewell, Jack, with Ernest Francis & Son, 8 Forbury, 
Reading. 

Seymour, George, with “Richard Place & Co, 27 Cantelupe 
Road, East Grinstead, Sussex. 

Shalit, David Manuel, with Merrett, Son & Street, ‘Throg- 
morton House, 15 Copthall Avenue, London, EC2. 

Shaw, Geoffrey James, with P. T. Duxbury, 25 North- 
umberland Square, North Shields. 

Sheldon, Richard Sirr, with Ford, Rhodes, Williams & Co, 
Ap Frederick’s Place, Old Jewry, London, ECa. 

Shepherd, John Bramley, with King, Hope & Co, 5 Victoria 
Road, West Hartlepool. 

Skett, Jobn Charles, 129 Warwards Lane, Selly Oak, 
Birmingham, 29. 

Skidmore, John Laurence, B.A.(£CON.), with Camm, 
Metcalfe, Best & Co, Benefit Buildings, Moorhead, 
Sheffield, 1. 

Skinner, William James, with A. S. Donald (Donald & 
Co), Glen Fern Chambers, Old Christchurch Road, 
Bournemouth. 

Smith, Frederick Sydney Reresby, with Williamson, 
Butterfield & Roberts, City Chambers, 2 Darley Street, 
Bradford. ` 

Smith, John Ian, with *Casson, Beckman, Rutley & Co, 
70 Wimpole Street,"London, Wr. . 
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Smith, Peter William, with *J. & J. Sawyer & Co, 31 
Budge Row, Cannon Street, London, EC4. 
Smith, Robert Hume, with *Hilton, Sharp & Clarke, 
14 Gray’s Inn Square, London, WC1. 
Smyllie, John Clifford Lovell, 29 Fields Park Road, New- 
port, Mon. 
Snape, David Brereton, with Mellor, Snape & Co, 36 
Chestergate, Macclesfield. 
Sober, Phillip, with V. Harris (Victor Harris & Co), Evelyn 
House, 62 Oxford Street, London, W1. 
Spencer, Malcolm Geoffrey Harris, with Clement Keys & 
Son, Union Chambers, 63 Temple Row, Birmingham, 2. 
Stabler, John Spedding, with James Watson & Son, Lloyds 
Bank Chambers, Lowther Street, Carlisle, 
Stansfield, Frank William, c/o Goldsbrough, Hellyer & 
Co, 3 Eldon Place, Manningham Lane, Bradford. 
Steare, John Crossley, with *Russell, Fleming, Boys & 
Co, 94 Church Road, Hove, 3. 
Sturgess, David Antony, with Cooper-Parry, Hall, Doughty 
& Co, 102 Friar Gate Derby: 
Sutton, James, with T. A. Sutton & Co, Exchange 
dings, 24 St SE Me 
Tait, Peter Colin, with Brannan, White & Charlton, 
Blossoms Inn, 23 Lawrence Lane, Cheapside, London, 


EC2. 
Taylor, George Colin Ashton, with *G. H. Taylor, 
o, 4 St Mary’s Parsona nage, Manchester, 3 


wards & 
Tebbet, Noel, with Macredie & Evans, Orchard Chambers, 
Delamere, with Crowther Brothers, 


Church Street, Sheffield, 1. 
‘Thomasson, Jack 
Savings Bank Buildings, Hotel Street, Bolton. 
Thomlinson, Robert Douglas, with James Watson & Son, 
Lloyds Bank Chambers, Lowther Street, Carlisle. 
Thompson, Harold, with “William Heppard & Sons, 51 
Ainsworth Street, Blackburn. 
Thorman, John Leslie, with Jackson edd & Co, Kent 
House, Telegraph Street, London, 
, Thomas Roger Bracewell, with “T, M. Threlfall 
" E Murifitt, Martins Bank Chambers, Nelson, Lancashire. 
Thwaites, Denise, with *Frederick Griffith & Son, 31 
Stricklandgate, Kendal, Westmorland. 
Torry, Leslie Walter, with Chalmers, Wade & Co, 24 
Coleman Street, London, ECz. 
Townsend, Michael John Reynolds, with Thomson 
McLintock & Co, 5 St Philip’s Place, Birmingham, 3. 
Tregoning, Bernard, with *James Christie & Co, Mansion 
House, Princes Street, Truro. 

Trott, Arthur Henry, with *Lybrand, Ross Bros. & Mont- 
gomery, 3 St James’s Square, London, SW1. 

Tubby, Dennis Albert, 33 Wellstead Gardens, Westcliff- 
on-Sea, Essex. 

Tuckman, Stanley, with KE Fabian & Co, 30 
Southampton Buildings, Chancery Lane, London, WC, 

Twist, Denys William Reginald, M.A., ‘Highcliffe’, Prescot 
Road, St Helens, Lancashire. > 

‘Tyzack, Ronald, 54 Westwood Road, Sheffield, 11. 


Vinter, Alan James, with T. Turketine & Co, Marlon 
House, 71—74 Mark Lane, London, EC3. 


Wailing, William Barrie, with Impey, Cudworth & Co, 
Finsbury House, Blomfield Street, London, EC2. 

Minek, Jo John Stanley, c/o J. E. Chilton, 51 Charles Street, 

rdiff. 

Walters, Roy Charles, with Boyce, Welch & Co, 3 Picca- 
dilly, Bradford. 

Walton, Alfred Richard, B.com., with Victor Walton & 
Co, 26 & 27 Bond Stréet, Leeds, 1. 

Walton, Robert Eric, B.A., with "Thornton & Thornton, 
6 Worthing Road, Horsham, Sussex. 

Ward, Alan Grahame, with Crawshaw, Watts & Moss, 
5 & 7 Eagle Street, Accrington. 

Warner, Harry Gilliat, with E. A. Radford, Edwards .& 
Co, 52 Brown Street, Manchester, 2 

Warrell, Peter Reginald, with 'TEornton & Thornton, 
8 King Edward Street, Oxford. * 
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Warrener, Kenneth, with Smailes, Holtby & Gray, 99 
Princes Avenue, Hull. 

Weaver, Roy Powell, with Peter Gregson & Co, 9 Chapel ` 
Walks, Manchester, 2 a: 

Weaver, Terence Haydn Edward, ‘Hazeldene’, Churchill 
Avenue, Clevedon, Somerset. 

Webb, Kenneth Ashley, with C. L. Dain & Co, Lloyds 
Bank Chambers, Market Square, Lichfield. 

Webb, Trevor Hugh, c/o F. H. Webb, 53 Walsgrave Road, 
Coventry. 

Webber, Bernard Walter; with *Smallfield, Rawlins & Co, 
Candlewick House, 116-126 Cannon Street, London, 


EC4. 

Wells, Christopher Richard, 15 Grosvenor Square, Lon- 
don, E 

Westhead, Brian Thomas, with Wright & ‘Westhead, 
1 Martin Street, Stafford. 

vee Lionel Charles, with Cooper Brothers & Co, 14 

ge Street, Mansion House, London, EC4. 

woe Richard Harland, with Binder, Hamlyn & Co, 
30 St Ann Street, Manchester, 2 

Whiting, Audrey, with Sharp, Betts & Co, Central Build- 
ings, Glasshouse Street, Nottingham. 

Whittaker, John Alfred, ‘with J. KS Penfold & Champ, 
2 Marlborough Place, Brighton, 1. 


. Whittaker, Rex Peter Albert, with F. E. Hawkes & Co,’ 


27 Dunstable Road, Luton. 
Wildgoose, Geoffrey Guy, with Haskew, Twist & Co, 
3 Cherry Street, Birmingham, 2. 
Wilkes, Paul Howard, with Ashworth, Mosley & Co, 
Midland Bank Buildings, Spring Gardens, Manchester, 2. 
Williams, Cedric Allister, B.coM., with Price Waterhouse 
& Co, 31 Mosley Street, Newcastle upon Tyne, 1 

Williams, Geoffrey, 11 Cowper Road, Worthing. 

Williams, Howard, with A. E. H. Bernard (Bemard & Co) 
397A Hendon’ Way, Hendon Central, London, NW4. 

Witcher, William Henry Victor, with W. E. Ratnett (W. E. 
Se & Co), Commerce House, 6 & 8 Blagrave Street, 

ea 

Wood, Athur Ernest, with Hemsley Miller & Co, 18 
Mackenzie Street, Slough. 

Wood, Reay Vondi, B.COM., c/o E. T. Pryce-Jones, 61 Villa 
Road, Handsworth, Birming ham. 

Wood, Trevor Stephen, with Hackett & Oliver, Prudential 
Buildings, St Philip’s Place, Birmingham, 3. 

Woodhouse, Anthony William, with Binder, Hamlyn & 
Co, 121 Queen Victoria Street, London, EC4. 

Woodruff, Stanley Winfred, with Pridie, Brewster & Gold, 
2-3 Warwick Court, Gray’ 3 Inn, London, WCxr. 


Wright, Cyril Raymond, with Nelson & Co, Graiseley 


Chambers, 39 Penn Road, Wolverhampton. 
Wynn-Evans, Paul George, with Edmund D. White & Sons, 
ondon & Lancashire Chambers, 454 Dale Street, 
Liverpool, 2. 


Yeo, Henry Dovell, with Thorne, Widgery & Co, All 
Saints Chambers, Eign Street, Hereford. 


(Not in England or Wales) 


Amin, Taher, M. COM., 75 El-Zaher Street, El-Zaher, Cairo, 
Egypt. 

Clark, John, c/o A. G. McBain & Co, ge West Regent 
Street, Glasgow, C2. 

Gent, Graham Ernest, 139 Taylor Street, Avondale, Auck- 
land, New Zealand. 

Rajan, Puthenpurayil Simon, c/o Mrs P. I. Simon, Thazha- 
kara, Mavelikara, Travancore State, S. India. 

Royal, Peter, c/o Colonial Audit Servi , Gold Coast, Audit 

epartment, P.O. Box 48, Accra, old Coast. 

Wong, Cecil Vivian Richard, B.A., 75 Tanjong Rhu Road, 
Singapore. 

Yong, Chow Hin, 3.a.(com.), 21 Durian Daun Road, 
Malacca, Malaya. t 
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LOWER BANK RATE 


N one sense, the reduction of the Bank rate to 34 per cent 

announced on September 17th, can be regarded as a technical 

adjustment. The re-discount rate for Treasury bills has, in 
fact, been 34 per cent since March 1952, when the Bank rate 
was raised to 4 per cent. Now both rates are the same and the 
effectiveness of future changes over the whole structure of money 
rates has been strengthened as a result. But many will see in the 
reduction and the method of its announcement strong evidence 
that this aspect of the Government’s financial control has become 
firmly established. 


A hint of some relaxation in the lending policy of banks must 
surely be implied in the move, particularly in view of the latest 
figures for aggregate bank advances which are the lowest since 
November 1950. Whilst private borrowers will receive no benefit 
from the change, bankers will no doubt make some slight adjust- 
ment to the interest rates charged to industry. This, coupled 
with the feeling of confidence engendered by the fall in the 
Bank rate and the corresponding rise in the price of securities, 
should encourage investment on the part of industrialists. To 
this extent the move is in continuation of the incentive plans of 
the Budget. If, however, the lower rate encourages greater 
investment in stocks, particularly of imported commodities, the 
reduction could have an adverse effect on the balance of payments. 
But so long as the prices of raw materials continue to fall there 
will be little point in building up stocks. 


The change is expected to bring about a reduction in the rate 
of interest paid on bank deposits from 2 to 1} per cent. It is very 
unlikely that the rates of interest charged by building societies 
on mortgage or paid on deposits will be affected by so small a 
change in interest rates. Building societies alter their rates only 
at infrequent intervals and in response to appreciable changes 
in general rates of interest. ‘The Government will save something 
in the order of £15 million a year by way of interest on short- 
term borrowings. 

The reduction in the Bank rate may well have been 
decided upon without reference to the funding operations 
expected during the next few months, one of them very 
shortly. 

Nevertheless, the rise in the price of securities and the 
easing of interest rates will doubtless facilitate these operations 
and in all probability reduce their cost somewhat. Clearly the 
signs and portents look reasonably satisfactory for the next few 
months at least, and 1953 should prove to be the first “odd year’ 


' -since 1945 without a balance of payments crisis. 
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THE FINANCE ACT, 1953—VIII 


Section 22: Spreading of Copyright Royalties 
etc. 
ECTION 471 of the Income Tax Act, 1952, 
Genie: relief for the author, or joint 
author, of a literary, dramatic, musical or 
artistic work. It applies only to a lump-sum pay- 
ment, including an advance on account of royalties 
which is not returnable. Section 22 of the Finance 
Act, 1953, extends the relief to royalties or other 
periodical payments receivable within two years 
after the first publication. ‘First publication’ 
means the first occasion on which the work or a 
reproduction of it is published, performed or 
exhibited (Section 22 (3)). If the benefit of the 
section is claimed, it must be applied to all 
royalties and periodical sums receivable in the 
two years. The claim itself may be made at any 
time up to April 5th following the expiry of 
three years from first publication (Section 22 (2)). 
Relief under Section 471 consists in spreading 
the payments backwards, whereby the author 
is put into a more favourable position in relation 
to sur-tax and personal allowances. If he was 
engaged for between one and two years on the 
work, the spread extends over two years, if he 
was engaged on it for more than two years, the 
spread extends over three years. In view of the 
nature of the relief, Section 22 is necessarily to 
some extent retrospective. It applies to payments 
falling to be included in computing profits for 
1953-54 or subsequent years. Spreading such 
payments back, of course, increases the liability 
for earlier years and accordingly the section gives 
authority to make additional assessments for those 
earlier years (Section 22 (4)). . 


Section 23: Compulsory Slaughter 
and the ‘Herd-Basis’ 

Section 23 is intended to benefit a person who 
keeps a production herd in the course of a trade 
and who has been forced to slaughter a sub- 
stantial part of it under the law relating to 
diseases of animals. It gives him an extended time 
in which to elect for the ‘herd basis’ for the pur- 
pose of computing his tax liability. This basis is 
. set out in the Income Tax Act, 1952, Twentieth 
Schedule, paragraph 3, and provides, briefly 
speaking, for the treatment of the herd as a 
capital asset instead of trading stock. 


If compensation is received for the slaughter 
of trading stock, it has to be brought in in full 
as a revenue receipt, whereas it is otherwise if a 
herd basis election is in force. Such an election 
had in general to be made within twelve months 
after the first year of assessment after 1946-47 
for which the taxpayer was assessable under 
Case I of Schedule D in respect of the trade 
(Twentieth Schedule (paragraph 2 (3)). A 
farmer or other trader may have decided not to 
make the election because he had no intention 
of disposing of the herd for cash. The loss of his’ 
herd by compulsory slaughter as a result of, e.g. 
foot and mouth disease in the case of cattle, 
followed by the receipt of a large amount of 
taxable compensation, may upset his calculations. 
Section 23 (1) now gives him a further oppor- 
tunity to claim the herd basis where that happens. 

He must make the election under Section 23 
within twelve months after the end of the first 
year of assessment for which the tax chargeable 
on him falls to be computed by reference to the 
facts of a period in which the compensation is 
‘relevant’ (Section 23 (2)). The compensation is 
‘relevant’ if it falls (or would fall but for the 
election) to be taken into account as a trading 
receipt of that period (Section 21 (4)). Thus, if 
the compensation is receivable in his accounting 
year ended April 30th, 1953, and the preceding 
year basis applies, he must elect by April ech, 
1956, and that election will affect the assessment 
years 1954~55 et seg. (Section 23 GI. However, 
if 1954-55 happens to be the second year of 
assessment (the business having begun in 1953- 
54) and a notice is given under the Income Tax 
Act, 1952, Section 129 (2), the election -may be 
made at any time before the giving of the notice 
(Section 23 (2)). The latest time for such a 
notice would be April 5th, 1957, i.e. two years 
after the assessment, so that in effect there is an 
extension by one year, where the trader elects 
to be assessed on actual profit for the second and 
third years of assessment. 

If the trader makes a loss claim under the 
Income Tax Act, 1952, Section 341, for a year 
earlier than the first assessment year for which 
the herd basis election operates, and the com- 
pensation, if treated as a receipt, would affect 
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the amount of the loss, the herd basis is to apply 
for the purposes of the loss claim (Section 23 (3) 
(proviso)). Thus, in the example given above, if 
the taxpayer claimed loss relief for 1953—54 it 
would be computed by reference to the actual 
loss of the year, arrived at by apportionment. 
Consequently, compensation receivable in the 
year ended April 30th, 1953, if treated as a trad- 
ing receipt, would enter into the computation. 
Accordingly, the election for the herd basis would 
apply to 1953-54. as well as to subsequent years, 
but it would not affect the 1953-54 assessment. 

In the normal way Section 23 could only apply 
to 1953-54 and subsequent years. Section 23 (6) 
gives it retrospective effect, however, namely, 
to 1951-52 in the case of assessments and to 
1950-51 in the case of loss relief. Of course the 
time limits for election laid down by Section 
23 (2) may already have expired for pre-1953-54 
years and, accordingly, Section 23 (6) permits 
the making of the election for past years at any 
time up to April eh, 1954. 

Section 23 speaks of ‘farmers’ in relation to 
taxpayers, and of ‘animals’ in relation to produc- 
tion herds, and of course the main beneficiaries 
of the section will be farmers whose dairy herds 
have had to be destroyed because of foot and 
mouth disease. However, the section is not con- 
fined to farmers but extends to all persons whose 
trade, broadly speaking, involves the keeping of 
living creatures for the purpose of turning their 
produce to account (e.g. bees for honey). This 
extended application is secured by the provision 
in Section 21 (5) that-the preceding four sub- 
sections are to be construed as if they were con- 
tained in the Income Tax Act, 1952, Twentieth 
Schedule, which schedule provides for a much 
wider application than is implied in the words 
‘farmers’ and ‘animals’. 


Section 24: Sums Applied Abroad in 
Repaying Loans 
Section 24 closes a loophole available to persons 
assessable to income-tax on the remittance basis 
in respect of foreign income under Case IV or 
Case V of Schedule D. The loophole consists 
substantially of having accounts with a bank 
which has branches both in this country and 
abroad. The United Kingdom branch makes 
money available to the taxpayer by means of an 
overdraft. The overdraft is then transferred to 
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an account of the same taxpayer at the foreign 
branch. Finally, the overdraft is discharged out 
of the foreign income. A series of cases culminat- 
ing with C.I.R. v. Gordon ([1952] 31 A.T.C. 165; 
33 T.C. 234) had established the efficacy of 
this device. 

Scope of Section 24 
Section 24 applies only to persons ordinarily 
resident in the United Kingdom, and this con- 
siderably limits its scope. 

Income under Case IV, i.e. from securities 
abroad, is normally assessed on the arising basis. 
It is assessed on the remittance basis only in 
relation to the following categories of taxpayers: 

(a) persons not domiciled in the United 

Kingdom; and 
(b) British subjects and citizens of the Republic 
of Ireland who are not ordinarily resident 
in the United Kingdom (Income Tax Act, 
1952, Section 132 (GI. 
It follows that as far as Case IV is concerned 
Section 24 applies only to the case of a person 
within (a) who is also ordinarily resident in the 
United Kingdom. 

The same rules apply to all kinds of income 
under Case V other than income from trades, 
professions, offices, employments and pensions, 
i.e. broadly speaking, other than earned income. 

For earned income the remittance basis applies 
whatever the status of the recipient. He must, of 
course, be resident for the year of assessment or 
he could not be chargeable at all. It follows that 
in relation to foreign earned income, Section 24 
applies wherever the recipient is ordinarily resi- 
dent in the United Kingdom and it is to this 
income that the section will mainly apply. 

For Case IV, liability on the remittance basis 
extends to the full amount of the sums received 
in the United Kingdom (Income Tax Act, 1952, 
Section 132 (3) (a))- For Case V it extends to 
the full amount of the ‘actual’ sums received in 


‘ the United Kingdom ‘from remittances payable 


in the United Kingdom’. For Case V it also 
extends to the actual sums received in the 
United Kingdom ` 
‘from property imported, or from money or value 
arising from property not imported, or from 
money or value so received on credit or on account 
in respect of any such remittances, property, 
money or value brought or to be brought into the 
United Kingdom’. (Section 132 (3) (8).) 
(To be continued.) 
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` MANAGEMENT ACCOUNTANCY 


_ KNOWLEDGE OF PRODUCTION SEQUENCES ESSENTIAL 
by HARRY DUGDALE, A.A.C.C.A., A.C.W.A. AMILA. 


O management accounting system worthy 
| of the name can, it is suggested, be devised 
‘and installed except against a sound back- 
ground knowledge of the daily organizational 
sequences which are the life-blood of the factory’s 
activity. In exemplification of this point, it may be 
useful to consider briefly the ‘know-how’ requisite 
for the installation of standard. costs and flexible 
budgets. By so doing it is hoped to show how the 
industrial accountant becomes thoroughly ac- 
quainted with manufacturing procedures and their 
attendant problems in his particulat company. 


; The Sales Budget 
Production must, in the end-term, emanate from 
sales. The sales, budget is, therefore, a logical 
starting point of the installation procedure. While 
the preparation of this budget is not the account- 
ant’s responsibility he must be able to criticize it 
and to establish finally its fundamental achiev- 
ability. It is not unknown to accountants ex- 
perienced in the installation of management 
accounting methods for the first draft of the 
sales budget to be gloriously optimistic. Such 
a fact is evidenced by a careful analysis of sales, 
under product. names and in geographical 
classifications, in recent years. Comparison of 
these analyses with the first draft of the sales 


budget will tend to reveal where the latter is: 


non-factual. 
_ The importance of an achievable sales budget 


~one, that is, which will keep the marketing. 
section on its toes while yet being in line with 


past achievement and related to production 
capacity — is paramount in that all the remaining 
budgets stem from it. Even at this early stage 
the ‘crucial importance of volume is making its 
presence felt. Thus, while the control of labour 
and material costs may be accomplished to a 
considerable degree by. the use of predetermined 
standards, the adverse volume variance creates a 
problem not readily solved, especially where the 
investment in fixed plant is large. Where the 
sales budget, moreover, postulates an’ annual 
turnover which, in contradistinction to procedure 
in past years, is found to necessitate the organizing 
of production on a shift basis, the closest in- 
vestigation must be. made -jnto the relative 
economics of several means whereby the ad- 


ditional output may be gained. For example, 
what will be the additional cost involved by 
night work? Or, conversely, what additional 
plant facilities will ensure the extra production 
being obtained on a day-work basis? Again, will 
a modicum of overtime, coupled with a reduced 
provision of additional plant facilities, achieve 
the object? 


Production Considerations 
In circumstances where double-shift working 
of the factory is envisaged, the rate of recovery 
of fixed overhead will be enhanced, thus tending 
toward the creation of a favourable volume 
variance; but what other factors might offset 
this? In the matter of adding to existing plant 
facilities an obvious danger is the creation of an 
additional block of fixed overhead which is the 
possible progenitor of future idle capacity. 
Hence, a careful appraisal must be made to 
ensure that no alternative schemes capable 
of ensuring more economic costs are overlooked. 


H 


In this the management accountant plays an 


important part: the problem is not one solely 
for the production engineer. Thus early is the 
accountant brought into contact with production 
problems — in other words, with the ‘shop floor’. 


The Production Budget 
Establishing the production budget is a procedure 
which is aided by an intimate knowledge of 
the relevant process-cycles. The sales demand 
is linked to the production budget by the factors 
of opening and closing stocks and seasonal 
requirements. Hence the question of what 
quantities of finished goods should be held in 
stock is, in turn, related to production-cycle- 
time. Thus the management accountant is 
brought back sharply to ‘shop-floor’ matters, in 
that a knowledge of production-cycle-time (data 
made available from work-and-process studies) 
is invaluable in deciding the safe minimum of 
finished goods stock. 

During the course of installing standard costs 
and flexible budgets, there is an early necessity 
to formulate the specific ‘cost-centres’. under 
which the costs will be analysed. In this matter 
it is sound practice for the accountant to spend 
several weeks on the ‘shop floor’, , studying every 
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process in the production cycle and seeking the 
reasons underlying the current organization of 
the factory. He should question the men on the 
job; the shop foreman; the works manager; and, 
in some cases, he will obtain a variety of answers 
to his questions! 

It would be unfair, of course, for the manage- 
ment to place on the accountant’s shoulders the 
whole burden of criticizing production methods 
if there were a trained production engineer 
available for the task. But, in the opinion of the 
present writer, the necessity remains for the 
management accountant to obtain the broad 
view of the consecutive processes involved in 
the manufacture of each product. This knowledge 
will tend to ensure that the demarcation of cost- 
centres finally adopted is one resulting in like 
operations being grouped (within each specific 
department), thus creating an effective analysis 
of processes which at the same time will permit 
of the introduction of responsibility budgeting. 

Cost-centres should be kept at a minimum, 
thus reducing the work of analysing actual 
expenditures. 


‘Cost-centre’ Incidence 

This knowledge of the production sequences is 
of equal value during the operation of the 
management accounting system, when variances 
which arise will require to be explained in terms 
of cost-centre incidence. The accountant can 
provide useful data in this respect by analysing 
the cost-centre activity in terms of machine-hours 
in addition to revealing the sterling cost of volume 
variance. Normal plant-hours, on which the 
cost-centre rates may have been calculated, can 
be then compared with actual plant-hours, re- 
vealing the degree of capacity usage in terms of 
time. Additionally, the standard hours earned 
by the employees will likewise be compared with 
the anticipated standard hours involved in the 
production budget. 


Labour Considerations 
His acquaintance with the ‘shop floor’ results 
in the management accountant becoming familiar 
with every operation for which a standard labour 
cost has been established and he should be able 
to satisfy himself that the labour mixture in any 
cost-centre (i.e. male and female employees and 
age groups) is economic. In the small company 
it is often a particularly hard task to reduce the 
labour force below an existing level unless the 
factor of making labour inter-departmentally 
mobile is appreciated, and advantage taken of 
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it. Another comparison is that of actual process- 
hours with the total hours during which the 
labour force is actually in the factory. If such a 
comparison reveals a considerable disparity (i.e. 
process-hours less than available hours) the 
pertinent avenue of inquiry is as to the work 
being performed by the personnel in question 
during the period of plant idleness. 

The accountant’s growing familiarity with the 
‘shop floor’ includes a personal acquaintance 
with the various departmental foremen and he 
can do much to ensure that the foremen are 
made capable of understanding the weekly sum- 
maries of labour and materials costs and the 
variance analyses prepared in respect thereof. 


In the matter of materials, the accountant will 
find his factory knowledge aiding him in such 
problems as the formulation of levels of stock- 
holding, the correct appreciation of the incidence 
of production loss and of the responsible casual 
factors. Where no purchase budget has been 
formerly in operation, the purchasing manager 
may really need constructive assistance when 
establishing data as to required purchase quan- 
tities during the coming financial year. These 
quantities must be related to the production 
budget and translated therefrom into terms of 
individual commodities through the medium of 
product materials’ specifications. 

Finally, in this somewhat brief appraisal of 
the management accountant’s acquaintance with 
organization on the ‘shop floor’, there is the use 
of such knowledge’ as an aid to the effective 
formulation of budgets. If the budgets are to be 
built up on the desirable basis of executive 
responsibility, those imprecise charges of the 
semi-variable category (and, for that matter, the 
variable charges which are common to several 
products and thus not capable of being specific- 
ally allocated) should be well known to the 
accountant. He will be enabled thereby to formu- 
late each budget in such a manner that the 
flexible allowances set proper targets for the 
departmental managers. The allowances must 
suffice -but no more--to enable the depart- 
ments to be run effectively and economically. 

In framing budgets, therefore, the accountant 
is able to criticize intelligently the allowances 
requested by the departmental managers where 
his factory knowledge is such that he clearly 
understands why the allowances are needed, and 
where they are needed. Only a thorough appre- 
ciation of the factory routine ensures that the 
management accoyntant is adequately briefed in 
these matters. 
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A LABOUR OF FIVE YEARS 


Opinions of an 1 Articled Clerk on Training for the Profession 
by J. H. PASCOE 


not completely unfair description of the 

training of a chartered accountant: and to 
judge from what he is expected to know, the 
time is not too long nor the labour unreasonable. 
But it would be wrong to suppose that articled 
clerks feel cast down by this, although we do like 
it to be known that, as well as our principals, we 
are busy people. 

Every articled clerk presumably finds the work 
of the profession basically interesting, even if 
there are dull moments, and I see no reason why 
the ‘five years hard labour’ should not be five 
happy years if things go as they should. 


Pe years hard labour’ would have been a 


Office Work: The Articled Clerk’s Preference 
The job that suits an articled clerk best is that 
which is nearly too difficult for him. This may be 
a rather unpalatable fact for office managers since 
in these circumstances the job takes longer than 
usual and a senior’s help is often needed before 
the work is finished. But if the clerk is made 
responsible for it from beginning to end, not 
only will his theoretical studies come alive, but 
knowledge he gains will be firmly fixed. 

There is often a tendency to give work to an 
articled clerk merely because he has done it 
properly in the past: this is where the interests 
of the clerk and the office managers clash. The 
greater instructional value has gone when the 
job is no longer a problem to the clerk, being 
merely a routine: exactly when this point is 
reached varies with the complexity of the job. 
The articled clerk who is a rolling stone in his 
office may be a nuisance but he is at least an 
interested nuisance. 


Relations with Principals 


Many articled clerks that I have met seem to have 


a very poor relationship with their principals and 
in some cases no relationship at all. There is a 
common belief that signing a paper which binds 
one as clerk to the other is all that is required in 
setting the contract on a proper footing and neither 
party takes the trouble to sift the qualities and 
peculiarities of the other. 

Many clerks, for reasons of timidity or because 
of a mistaken idea of respect, keep away from 
their principals as much as possible: these 
principals seem content with this state of affairs, 


If, within a few months of starting articles, the 
clerk can be given a job which brings him into 
fairly frequent contact with his principal, a very 
sound relationship, based on knowledge of the 
other party, should be established; this would be 
of real benefit to the clerk. 

It seems to me vital that every clerk should 
have easy access to his principal or the partner, 
taking permanent responsibility for him during 
articles (my references to principals are also 
intended to include the latter arrangement) 
and it is up to the clerk to make use of this. In 
normal circumstances, no principal has more 
than two articled clerks and it ought to be possible 
for him to take a close interest in their activities. 
It can be a great help to the clerk, for example 
when the principal takes a real interest in his 
private studies, and if that interest becomes 
embarrassing to the clerk, it is a sure sign that 
it is very effectivel 

_Once the initial difficulty of making the 
acquaintance of his principal is over these con- 
tacts are greatly valued by the articled clerk. 


Students’ Societies : 
As principals pay the subscription of their 
articled clerks to chartered accountants students’ 
societies, it is a surprising thing that they do not all 
press their clerks to take full advantage of the 
facilities provided. There is a tendency among 
students to confine their work outside the office 
to absorbing pre-digested information from 
examination note-books: the opportunities for 
obtaining a broader knowledge of professional 
matters and of making friends in the profession 
are often neglected. I feel sure that if principals 
were to find out what facilities are provided they 
would realize the value of the activities arranged 
by students’ societies and encourage their clerks 
to take part. 
Conclusions 

Although we are fully aware of the need for 
personal enterprise in making the best use of 
our time as articled clerks, we greatly value the: 
active help of our principals in providing the 
right background to our efforts. A good relation- 
ship with the principal who acts as guide rather 
than employer and a full use of students’ society 
facilities should result in five strenuous years 
being well spent. 
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THE PERIOD OF ARTICLES 


AS SEEN BY A PRINCIPAL 
by T. A. HAMILTON BAYNES, M.A., F.C.A. 


HE description ‘chartered accountant” 

has long been a hall-mark of professional 

integrity and ability. . . . On each new 
member rests the responsibility of maintaining 
and enhancing the prestige already won.’! 

Is it possible that the new arrival, the gauche 
and rather shy prospective articled clerk, is 
one day to become a new member with such 
responsibility? Moreover, does it seem improbable 
that the principal will be able conscientiously to 


. certify, in due course, that he considers the clerk 


a fit and proper person to be admitted an 
associate of the Institute? 


‘Through the Mill’ 
The principal has one great advantage, often 
overlooked by his clerk: he has been through the 
mill himself; he knows all the periods of boredom, 
the anxieties of examinations, the pleasures of 
achievement. A principal may have to remain to 
some extent in the background, receiving reports 
from his managers and chief assistants on the pro- 
gress of his clerks. But of course he must not be 
unapproachable. It is unfortunate that so often 
the pupil is reluctant to approach someone whom 


_ he regards as a cross between his grandfather and 


his late headmaster. Yet in fact the principal is 
often as diffident as his pupil and if approached 
on some point of difficulty is secretly pleased. 

It is all to the good that in this post-war world 
relationship between principal and clerk is on 
a sounder footing. A principal was mildly sur- 
prised but gratified when his articled clerk 
telephoned on a Friday night from Cowes saying 
that he had been let down and could his principal 
come and crew for him tomorrow. 


The Principal’s Part in Training 


What should the principal do with regard to 
training? Clearly, the clerk must find his own 
feet; he must be given the opportunity of working 
in different conditions, with a large staff on the 
audits of larger companies, with a small staff 
on incomplete records, and, as soon as possible, 
with responsibilities of his own. 

But is that all? It is significant, and unfortun- 
ate, that no articled clerk considers the possibility 


1 Members’ Handbook, The Institute of Chartered Account- 
ants in England and Wales, page 9. 





of passing the Institute examinations without 
taking a correspondence course. One result is 
that the principal tends to leave the theoretical 
training to the coaches. 

The examinations are difficult; it is proper 
that they should be. But every generation thinks 
that the previous generation had an easy time. 
While the examinations are not competitive, the 
percentage of passes has never varied greatly, so 
one must assume that it has never been easy to 
reach the required standard. No principal likes 
his clerks to fail and it is a proud office that can ' 
boast of a high standard of passes. A photo- 
graph of a historic wagonette outing hangs in the 
corridor of the office of a Midland firm as an 
inspiration to the articled clerks of today. The 
occasion was the gaining of first place in both 
Intermediate and Final examinations in June 1898. 


Benefits of Communal Activities 

There is, however, more to becoming a chartered 
accountant than passing examinations, and a 
principal should see that his clerk plays his part 
in the affairs of the students’ society. Attending 
lectures and joining in debates, visiting the works 
of local companies and turning out for the 
rugger team, are not only valuable in themselves 
but help the clerk to appreciate the benefits of 
‘communal activities. 

If there is criticism of the articled clerk of 
today it is probably that he lacks personality, that 
his knowledge of the world of affairs is small, and 
his interest less. This must be remedied and the 
principal should help. It may be that too few 
principals have the prospective clerk long 
enough on probation before entering into articles. 
What is required? Let the Institute’s Handbook 
reply: 

‘Patience and concentration are necessary in 
dealing with both routine work and involved 
financial transactions. Powers of observation and 
deduction, as well as quickness in grasping facts, 
are particularly valuable. . . . ess and 
ability to accept ene and to act on his 
own initiative are vital. . 


If the high regard for the profession is to be 
maintained, the articled clerk of today must be 
trained with this in view. Let us see to it that our 
standards are upheld by the next generation. 
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ESTATES OF DECEASED PERSONS 


PUBLISHED PARTICULARS 
by PETER WHITW ORTH 


daily Press of deceased persons’ estates are 

as much mystifying as informative. The 
published figure of estate duty paid often bears 
no apparent relation either to the ‘gross estate’ or 
to the ‘net personalty’, nor is it generally known 
why these particular figures appear. 

Estate duty is ‘the descendant of a fixed stamp 
duty imposed in 1694 on probates of will and 
letters of administration. In 1815 this stamp duty 
became an ad valorem duty on personal estate 
and was known as ‘probate duty’ or ‘admin- 
istration duty’. The amount on which the stamp 
duty had been paid would appear from the 
stamp, as it does now on conveyances and 
mortgages. The duty was confined to personal 
estate because originally probates of: will and 
letters of administration: did not extend. to 
real property left by the ‘deceased; which de- 
volved automatically on the. heir. The scale of 
probate ‘duties was altered in 1880 and again in 
1881. -In réspect’of deaths occurring after August 
ist, 1894, probate duties were replaced by the 
mödern estate duty which is still technically a 
stamp" dúty : 

~ Even. bekore 1894 the See duty stamp had 


D' perhaps most peaple’ the reports in the 


been ‘switched: from the probate (or letters of 


administration) to the Inland ‘Revenue affidavit. 
This contains an inventory of the estate and has 


to be filed (and the duty paid) before the grant’ 


of: probate or administration can be obtained. 
The change was introduced by the Customs. and 
Inland Revenue Act, 1881. Instead of bearing 


a stamp to show that the duty had been paid, the- 


probate or letters of administration were now 
to have a certificate saying that, the affidavit had 


been filed and was duly stamped and showing the- 


‘gross value of the estate and effects’. The same 
Act allowed for the deduction of debts from this 
gross value for duty purposes but there was no 
provision for showing the amount of the debts 


on the certificate. There was, of course, no. 


provision for any publicity for the affidavit itself. 

When estate duty replaced probate duty the 
old procedure was in substance retained. How- 
ever, Section 8 (17) óf the Finance Act, 1894, 
provided that the form of certificate might be 
varied by rule of Court. Soon after, the following 
rule was made in the Principle Probate Registry. 


‘106. The certificate required to be given- by. 


the proper officer of the Court under Section 30 of 
the Customs and Inland Revenue: Act, 1881, 
shall, for the purposes of the Finance Act, 1894, 
and subject to any necessary variations and modifi- 
cations, which the officer of the Court is hereby 
authorized at his discretion to make, be in the 
-form following: 

‘“And it is hereby certified that an ‘affidavit 
for Inland Revenue has been delivered, wherein 
it is shown that the gross value of the personal 
estate of the said deceased within the United 
Kingdom (exclusive of what the deceased may 
have been posseased of or entitled to as a trustee 
‘and not beneficially) amounts to , and 
that it appears by a receipt signed by an Inland 
. Revenue officer on the said affidavit that £ 
for estate duty and. interest thereon has been paid, 
the duty being charged at the rate of £ 
per cent.”’ 


For deaths after March 1923, the wording of 
the certificate was altered to show the gross 
estate in Great Britain instead of the gross 
personal estate in the United Kingdom, but the 
rule itself retains its original wording. 

Copies of the grant of probate or letters of 
administration containing the above certificate, 
and of the deceased’s will, if any, are open to 
public inspection and therefore available for 
publication. 

The gross.estate shown in the certificate will 
not include gifts inter vivos or property in which 
the deceased had a life interest nor any deduction 
for debts. The net personal estate is reduced by 
the deductible debts, but real estate, gifts inter 
vivos and property in which the deceased had an 
interest ceasing on his death aré not included. 
All thesé items affect the amount and rate of 
duty. Moreover, estate duty need only be paid 
on the personalty for the purpose of probate or 
grants of administration. Where’ the personalty 
includes a reversion, the duty on that may be 
deferred until the reversion falls in. It follows 
that in all but the simplest cases the figures to 
which publicity is normally confined give but a 
fragmen icture. 
~ In Scotland the Inland Revenue affidavit is 
replaced by an. ‘inventory’ which remains 
attached to the will, bears the duty-paid stamp, 
and is open to public inspection, so that the 
necessity for a certificate of duty paid does not. 
arise. This difference is purely historical 
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DAYS FROM MY DIARY 


by A MARTYRED ACCOUNTANT 


Wednesday 2nd — Confined to bed with slight tem- 
perature, misguided spouse fetching doctor. Remove 
pyjama-top for benefit of stethoscope. Doctor de- 
clares nothing wrong, day off from sums and taxes 
will do me good; jovially delivers most painful thwack 
on bare shoulder, and spends hour telling (with 
figures) of trouble his accountant is eee with 


Inspector. 


Friday 4th - Telephonic 8.0.8. from F., working 
with junior at N.’s antique shop, which consists of 
showroom, small office and sort of ’phone-box for 
typist. After complete check, F. has alarming differ- 
ence. Fault apparently lies with N.’s parrot, kept in 
office, which has joined enthusiastically in calling- 
over —a frequent ‘right? or ‘£325!’ from bird has 
quite demoralized the two clerks. Has F. spoken to N.? 
I ask. He has, but N. has no solution. Am put through 
to N., who tells me that cage cannot stand in show- 
room owing to language difficulty; for same reason 
his wife will not have bird at home: moreover, 
result of covering cage is prolonged and eldritch 
snoring. Reply rather heatedly that if parrot is not 
removed or silenced when I ring back, job will 
remain unfinished. Later on, duly ask for N.’s 
number. On lifting receiver am greeted by, ‘hullo, 
you blistering old asterisk!’ followed by a psittacine 
squawk. ‘Sorry, sir,’ says the girl, ‘that parrots on 
the switchboard — and I’ve given notice.’ 


Tuesday 8th — Irate letter from client rejoicing 
in name of Stone. He encloses envelope addressed 
to him which had contained belated demand for 
£327 128 6d sur-tax. In his view, Post Office should 
somehow have avoided embellishment of Azs enve- 
lope with legend ‘Blood Donors are still Urgently 
Needed’. 


Thursday 10th- Learn with joy of C.A.s hockey 
victory over Bank of England by 4-3, wiping out 
last month’s 5-1 defeat. Wonder idly whether the 
Old Lady is beginning to feel her age or whether 
reduced Bank rate of scoring is kindly hint to the 
very few C.A.s who have a bit of money to spare. 


Monday 14th — On desk after lunch, letter typed by 
Miss J., which observes, inter alia, ‘we shall be glad 
to supply any further inflammation. .. .’ Bell brings 
Miss E.; on perusal of foregoing, she evinces no 
surprise. Appears that Miss J. has gone home with 
bad cold: but her previous ailments have not had 
such results, as I point out. Miss E. then tells all. 
Miss J. was learning to punt yesterday, and there was 
a rather public immersion. “Two lovely men dived in 
after her,’ adds Miss E. ‘One of them was just like 
James Mason. She said it was marvellous.’ ‘And Jou 


y 
H 


think this letter is the end-product?’ J ask. ‘Of course,’ 
says Miss E., pityingly. “But I suppose you wouldn't 
understand.’ ‘Suddenly feel about 80 years old. 


Wednesday 16th- At board meeting to consider C. 
Ltd accounts. Secretary (who, like rest of board, is 
arrant coward) having ascertained through under- 
ground channels that old Mrs C. is now over seventy, 
gets me to explain to her the provisions of Section 185, 
Companies Act. She admits age, but is distinctly 
unamused. Later, after discussion of accounts, 
chairman says, ‘any questions for auditor?’ Usually 
there is blessed silence; but old Mrs C. has one for me 
this time, her first ever. Why, in spite of special 
Coronation expenditure, is there no corresponding 
increase in Royalties received? 


Friday 18th — Conference with counsel. Solicitor 
and self amply compensated for sojourn in Q.C.’s 
waiting-room by interview with great man. Prelimin- 
ary courtesies include information that he is weary 
of Bar and has in mind commercial appointment 
(amused to observe solicitor’s note, ‘no hurry for 
cheque’). Then, rapidly and fluently, he covers 
subject in hand, quoting about fifteen cases of which 
I have never heard and throwing in from time to 
time delightful anecdotes, many unrelated to the 
matter at issue and some quite unprintable. Con- 
clude that as entertainment: alone this is well worth 
his fee, particularly as I am not paying it. Outside 
his chambers suddenly realize that he has settled 
every point except the one on which I was really 
uncertain, and has skated over latter by supposing 
set of circumstances never likely to arise. Find 
solicitor has come to same conclusion but is quite 
happy. Reluctantly agree that the ‘further opinion’ 
must be a written one ~ would have enjoyed further 


conference. 


Saturday 19th - Imminent return of two eldest 
to their respective boarding schools poses usual 
financial problems, to wit, settlement not only of 
main bills but also staggering totals for apparel. 
Notice that, while daughter (15) grows out of her 
things, son (13) gets his into scarecrow condition 
before this can happen. Result however, identical — 


.more to pay. Then question of their future crops up 


again. Daughter now anxious to enter martyred 
father’s profession. Contrariwise, son — rashly en- 
visaged as partner of my old age ~ inexorably bent 
upon career of supersonic (perhaps space-ship) pilot. 
Little Bill (6) agog to become gypsy as from tomorrow. 
Their mother, appalled. about each, states views in 
full. Own sympathies with Bill: given retirement and 
family-proof caravan, might I not blossom into 
celebrated diarist? 
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WEEKLY NOTES 


Accountants’ Courses in Cambridge 


Accountants, were they discernible from the lay- 
man, would have been much in evidence in Cam- 
bridge during the past week; for both The Society 
of Incorporated Accountants and Auditors and The 
Institute of Cost and Works Accountants have been 
holding their annual residential courses there. 

The Incorporated Accountants’ course, the pre- 
dominating subject of which was taxation, occupied 
two colleges- Gonville and Caius, and King’s- 
while the summer school of the Cost and Works 
Accountants, with financial management as the theme 
of its deliberations, was accommodated at St Cath- 
arines. No less than nine papers and addresses were 
given at the Society’s course, which in fact assémbled 
on Thursday of last week: and dispersed last Tues- 
day, and four papers were presented at the Cost 
and Works Accountants’ summer school which com- 
menced last Monday and disperses today. We were 
glad to receive copies of the papers of both courses, 
all of which are of great interest to the profession in 
general and certainly stimulated much valuable dis- 


cussion and exchange of views among those who, 


were present, 
Summaries of most of the papers appear else- 
where. 


Higher Export Prices 


The large decline in both exports and imports during 
August has already been commented upon in these 
notes. It will be recalled that the improvement in the 
visible trade gap was due to the two groups declining, 
much the heavier fall being caused by lower imports, 

One of the interesting features which comes out 
of August’s official returns, however, is the slight 
improvement in the terms of trade for this country. 
Exports showed their first increase this year with a 
gain of one point, from op to 97, in the Board of 
Trade index. Behind this slight shift in export prices 


lies, among other factors, a recovery in the prices: 


of textiles which have up to August recovered to the 
level in operation in September 1952. 

Another point worthy of comment is the fact that 
the downward movement of imported raw materials’ 
prices has flattened out. This may not indicate as 
yet a reversal of trend but there is no doubt that 
world commodity prices are beginning to harden 


slightly here and there. It has been the steady down- ` 


ward movement in world commodity prices which 
‘has helped to keep the deficit on visible account to 
manageable proportions so far this year. 

All these movements are as yet small. But they 
nevertheless suggest that a new set of factors is 
building up which will shape the pattern of this 
country’s -visible trade figures from now on. The 
autumn has not, so far, brought any critical pressure 
on sterling (and this is the season when that pressure 


is liable to be at its greatest), but it may be that we 
are faced with the prospect that fortuitous aids to 
our chronic balance of payments problem in thé 
shape of falling import prices are coming to an nd. 


Sharp Drop in Bank Advances. 


The quarterly analysis of the British Bankers’ 
Association shows a noticeable fall in the level of 
bank advances in the month up to the middle of 
August. At £1,788 million they were £76 million 
lower than at the close of the previous quarter and 
were in fact at their lowest point since November 
1950. It is of interest, however, that steep as this 
decline has been, it was less so than the record drop 
which occurred at this time a year ago. S 

Contrary to the general trend, accommodation to 
the iron and steel industry continues to expand and 
loans to agriculture are at an all time peak. 

As might be expected, the largest decline has been 
in the advances to the public utilities, but the reduc- 
tion in these advances is less than half the sums 
received from calls on gas and electricity issues in 
the open-market and it seems that there has been 
new borrowing from this source. The second largest 
fall has been in accommodation to the retail trade, 
but a continued substantial fall is reflected in engin- 
eeng, Advances for personal and professional pur- 
poses were down alightly. The quarterly figures 
thus tell the same story as the monthly returns of. 
the clearing banks. The public sector of the economy 
-is still being put under less restraint than the private 
sector. 


Better Tinplate Outlook 


Improving prospects in the South Wales tinplate 
industry are being substantiated by the announce- 
ment early this week by the Steel Company of Wales 
to restart production at nine of its hand-operated 
mills in the West Wales area on November 2nd. Last 
year, it will be recalled, the availability of maximum 
capacity in the industry following the opening of the 
Trostre works coincided with a decline in demand 
which reacted on the old hand-mills and a number of 
these were closed down. 

In the later months of last year customers both at 
home and abroad were able to live on their stocks, 
but there are indications that this is no longer 
possible and those optimistic forecasts which were 
made earlier this year of a sudden improvement in 
trading at the beginning of the second half of this 
year are now being borne out. In the case of exports, 
it is thought that the annual rate of bookings is 
now running at 25 per cent above the 1952 
rate, and this in its time was a post-war record. 
At the moment the industry expects to bring still 
more hand-mill capacity back into operation before 
long and to be able to keep it occupied for some 
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time. Indeed, if there is no depression in overseas 
markets, it is now expected that these old mills will 
be kept in production continuously until the new 
cold strip mill at Velindre near Swansea comes 
into operation in 1955. 


B.O.A.C.’s Difficult Year 


There was a sharp fall in the profit of the British 
Overseas Airways Corporation in the year which 
ended with March 31st last, but the Corporation 
can nevertheless take considerable credit for its 
performance in the first year without a Government 
grant. Profits declined from £1,233,722 in the 
previous year to £103,875 in the year to March 1953. 

The main causes of the decline, according to 
the year’s report, were rising costs, the effect on the 
services of the oil strike in the United States, the 
drop in the receipts from the carriage of mail and 
the curtailment of services owing to protracted fog. 
After bringing in certain special credits and allow- 
ing for interest on capital, the Corporation has been 
left with a deficit of {£292,728 compared with a 
surplus of £274,999 last year. 

These difficulties resulting in the deficit were 
hazards of operation. In addition, however, the 
Corporation has had other problems to deal with 
which have adversely affected costs. Paradoxically, 
these difficulties are part of the result of what was 
technically a most eventful year. Pre-operational 
development of the Comet services has been a heavy 
burden and there will be more of a like kind when 
the time comes to work out schedules for the 
Britannia. This is the price which the Corporation 
pays for running new long-distance British aircraft. 
The corporation is trying to obtain some relief from 
this burden by special aid from the Government. 

One of the bright features of the year’s operations 
was the Comet’s ability to earn a profit right from 
the start of full commercial operation. It is also clear 
from the report that the Corporation plans to build 
up on the technical lead over its international rivals 
which is beginning to emerge with the Comet in 
full service (with Marks II and III coming along 
shortly) and the Britannia scheduled to join it early 
in 1955. The year’s results cannot be described as 
very good but they are certainly encouraging. 


Higher Australian National Income 

In the last two years, the importance of the large 
Commonwealth markets to industry in this country 
has been underlined by the recession of 1952 when 
the fall in purchases by customers in those markets 
played an important part in the decline of activity 
in British industry. No abrupt drop in spending 
was more serious to this country than the one which 
developed in Australia when it was forced to reduce 
its imports as a means of defending its balance of 
payments position. The health of the Australian 
economy is of the greatest importance to this country. 

In 1952-53 the Australian national income in- 
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creased by about ro per cent on 1951-52 when the 
increase was only 4 per cent. Between these two 
periods also, the balance on external account changed 
from a deficit of £585 million to a surplus of £171 
million. The main change in the component of the 
national income was the recovery in the proportion 
taken by farm incomes. Wages and salaries were 
8 per cent higher on the year, but farm incomes 
increased by as much as 33 per cent. 

So far as this country is concerned, the direct 
interest in the national income statistics of Australia 
is their bearing on the balance of payments, hence on 
Australia’s capacity to absorb imports. In the year 
under review the change in the balance of payments 
position was of the order of about £700 million, and 


- to this.change lower imports and increased exports 


contributed in about equal proportions. The drastic 
import cuts of 1952 did an important job, just as 
they did in this country. But the recent relaxation 
in those cuts owes a good deal as well to Australia’s 
better sales abroad of its merchandise — notably of 
its great export commodities. 


Cost of Salesmanship 


A survey of the terms and conditions of employment 
of commercial travellers has been carried out recently 
by the United Commercial Travellers’ Association of 
Great Britain and Ireland, and the results are now 
published in booklet form. ` 

The facts of the report, covering remuneration, 
expenses, holidays, sick pay and superannuation, 
were collected by means of detailed questionnaire 
forms, 8,548 of which were completed by travellers 
in various trades. The results are set out in percentage 
form under thirty trade headings, with a further ` 
miscellaneous section and a grand summary. 

Average remuneration over all trades is {721 per 
annum but the individual trade averages vary from 
£534 to £991. The highest figures occur in the 
drapery and clothing trades, with catering and 
flour-milling and bakery at the other end of the scale. 

In nearly all trades, more manufacturers’ than 
wholesalers’ travellers reach the highest salary and 
commission scales, and this brings the average 


` remuneration in the manufacturers’ section above 


that of wholesalers’ men. 

In 58-5 per cent of the total, remuneration is by 
salary and commission, 35 per cent by salary only 
and the remainder, 6-5 per cent, by commission only. 
Expenses are paid in 92'5 per cent of the cases, while 
provision for sick pay and superannuation is in 
operation for the majority. 

The Association believes that although most 
commercial travellers do in fact work under satis- 
factory terms, there is a minority of employers who 
make a practice of employing as travellers men of 
very little experience, on terms and conditions which 
amount to exploitation, thus cutting selling costs in 
an unfair manner at the expense of their travellers 
and gaining an unfair advantage over the majority 
of employers. 
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FINANCE AND COMMERCE. 


ainat ‘has now been made in the Ge 
to the redtiction in Bank rate from 4 to 34 pèr cent. 
The next major event is expected to be the Treasury’s 
long anticipated funding operation to be followed 
later next month by the first of the denationalized 
ateel share issues, : 


Imperial Typewriter 
The reprint this week gives the first accounts to be 
issued by The Imperial Typewriter Co Ltd as a 
public company. The conversion took place on 
January 14th last when the capital was stepped up 
to 19 present figure by a capitalization of reserves 
and the ros shares were then placed on the market. 
The company itself dates from 1908 when it took 


over the business of the Moya Typewriter Company 


founded in 1902. 
` One would expect the typewriter business to be 
highly competitive and the directors, therefore, to 
have strong grounds (according to past ideas) for 
keeping turnover figures within the private ledger. 
Yet the board of this company has no hestitation in 
presenting its sales figures with its published accounts 
and, moreover, showing how the business fared in 
the home and export markets separately. To the 
statement of sales is added a split up of expenditure 
per {1 of sales, which in total for the first time 
exceeds the £1 million level. 

` The accounts and the accompanying photos are 
very neatly done in the original and our only regret 
.ig that we cannot quite produce the same effect in 
the reprint. The business has until now been centred 
in Leicester but before the end of this year produc- 
tion should be starting at the new.Hull facto = 
which capital expenditure of £355,863 has 
' incurred. An estimated {£270,000 néeded to com- 
plete the project, will be found out of current 
resources. 

- The company very shortly will complete the first 
half of its current accounting period. May we 


suggest to the board that shortly after September . 
3oth it should be possible to publish total sales and ` 


total expenditure figures for the six months. 


Aspro Potential 


a from page 13 of the annual publication 
Aspro Ltd, we are not taking. enough ‘Aspro’. 
Sales of the tablet in Great Britain in 1952-53 were 
- 106 per cent of the 1946-47 figure. ‘If the per 
capita consumption reached were only half the 
per capita consumption in one of the best “Aspro” 
markets’, the figure should be 148, and 148 is set 
down on page 13 4s our ‘Aspro Potential’. 

- To show. what enormous possibilities there are 
for the business if its salesmen do their stuff, there 
is also shown the ‘Aspro Potential’ for markets in 
other countries. British East Africa has an ‘Aspro 


Potential of SCH against ge 1952-53 index of 
1,235. The Iraq ‘potential’ is 4,731 against an actual 
620 in 1952-53. 

While the actual and potential sales of ‘Aspro’ 
are thus examined, however, and while the chairman, 
Mr Maurice A.. Nicholas, talks round the subject in 
his statement — “Home sales turnover in the year 
under review reached an all-time record’ — nowhere 
is it stated what the sales turnover amounted to in 
firm and definite figures, 

Beecham’s accounts give Se, over £25 million 
last year — and also give figures for purchases of raw 
materials, salaries and wages, advertising, etc. Surely 
if Beechams.c can do this, EE can. 


Unknown Quantity 

One of the factors which investment statisticians are 
now taking into account is the extent to which avail- 
able profits may be affected by the ending of the 
excess profits levy at the end of this year. Some 
companies have suffered very heavily from this 
impost and in the calculation of prospects which the 
investment experts make, allowances for the with- 
drawal of excess profits levy is part of the process. 

The first step, however, is to. know the excess 
profits levy the company has been bearing and here 
we notice the defect in this respect in the accounts 
of Williams and Williams Ltd, the metal window- 
frame makers. 

In these accounts, profits tax and excess profits, 
levy for the year to April 30th last, are stated in one 
amount of. £81,987 compared with £53,415. After 
this item is provision for additional taxation and 
reserve for future income-tax 1954-55 calculated 
on the profits of the year, £218,922 against £119,700 
and then foreign taxea £64,178 against £37,000. In 
sum total, taxation takes £365,087 against £210,115 
or, as the chairman pointed out at the meeting, 
£1,000 for every day of the year. 

But apparently he still did not disclose what: 
profits tax and the levy took separately. It may be 
that such calculations of prospects will be upset by 
the introduction of some new form of company 
taxation. Meantime, however, excess profits levy is 
a non-recurring item and might-well be shown for 
what it is. 

` Incidentally, this also presents another case where 
the chairman’s statement should be given with the 
accounts. S 


i Stock Losses : 
‘An indication of the effect of abnormal Ree 
in raw material prices is seen in the accounts to, 
April 30th presented by Murex Ltd, metallurgists. ` 
Group trading profits are down nearly a million, 
to £889,825. The circumstances are given in the 
directors’ report which, incidentally, reads more like 
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a chairman’s review than the usual abbreviated com- 
pany report. There was, it is stated, a gross loss of 
about £250,000 incurred on turnover of stocks on 
falling markets. Taking this loss into consideration 
with the £500,000 profit which arose from stock 
appreciation in the previous year, approximately 
£750,000 of the total decrease in profits arose for- 
tuitously from the rise and fall in market prices of 
certain raw materials. 

Excluding this fortuitous profit, there was, it is 
stated, a fall of about 124 per cent in normal trading 
profits in the year. The directors report that they 
fully expected the fall in prices and the stock losses. 
Against it, they built up a stock contingency reserve 
of £500,000 out of profits after taxation when prices 
were rising. 

After taking into consideration the effect of taxa- 
tion, they have this time withdrawn {£120,000 net 
from the reserve, leaving £380,000 against any future 
depreciation in values. 

These movements in the accounts are well ex- 
plained but it would have been a useful addition if 
the extent of the fluctuations in prices and the 
materials affected had been shown. 


Money Market 


The first Treasury bill offer following the Bank rate 

reduction attracted applications of £340,630,000. 

The market, bidding at £99 or 3d, obtained 76 per 

cent of requirements. The average discount rate was 

reduced to £2 3s o-o6d per cent against £2 75 11:85d 

E the old rate basis. This week’s offer is {270 
lon, 





THE IMPERIAL TYPEWRITER COMPANY LIMITED 





Balance Sheet Notes 
1. Share Capital 
(a) The Share Capital prior to January [4th, 1953, consisted of: 


Issued 
Authorized Fully Pald 





£ É 
6 per cent Cumulative Redeemable 
reference Shares of £1 each DÉI 20,000 20,000 
Preferred Ordinary Shares of £! ech {00,000 106,000 
Defarred Ordinary Shares of £! each 480,000 420,000 
£600,000 £540,000 - 








(b) On January (4th, 1953, the whole ‘of the above were subdivided 
and converted Into a single class of Ordinary Shares of Is oach; 
the authorized Share Capital was increased to £l, poe by the 
creation of 800,000 new Grdinary Shares of lOs each. 


(c) On January 19th, 1953, 520,000 Ordinary Shares of 10s each wore 
issued as fully pald by way of capitalization of reserves. 

2. Capital Expenditure Commitments 
At March 3ist, 1953, the company had entered Into contracts for Capital 
Expenditure which, after deducting amounts already provided for, amounted 
to £284,157 (1952, ‘£363,298), 
3. Statement Pursuant to the Companies Act, 1948 
Nothing has been brought Into these accounts for profits or losses of the 
subsidiary company, which has ceased to trade, 


No annual Balance Sheets are prepared or submitted to audit. 
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THE IMPERIAL TYPEWRITER COMPANY LIMITED 
Profit and Loss Account for the Year ended March 3ist, [953 





























Previous Year 
£ £ - £ £ 
569,983 | Trading Profit ae Së 635,049 
94,906 Depreciation 46,852 
TUS Directors’ Emoluments 11,844 
700 Audit Fee SS a 750 
— Expensas ra Increase In Capital 2,267 
106,721 . t—_; 61,713 
463,262 | Profit befora Taxation à 573,336 
Less Taxation thereon (esti- 
mated): 
22,000 Excess Profits Levy .. 80,000 
60,000 Profits Tax 35,000 
197,185 Income Tax . | 263,270 
279,185 378,270 
Less Overprovision In previous 
— years .. DÉI . 29,691 
| 779,185 348,579 
184,077 | Profit after Taxation .. 224,757 
Unappropriated Profit from ore: 
73,5. vious year. DÉI ki 80,946 
Amount avaliable for GE 
257,616 tion .. 305,703 
150,000 ae Reserve 60,000 
— Plant Replacement Reserve 50,000 
26,670 Dividends less Tax: 
Preference Shares — now ro 
deemed 315 
5 per cant Interim Dividend.. 21,000 
Proposed Final Divtdėnd of 
Zb per cont e .. | 33,000 
176,670 | Total Allocated . e 164,315 
Uniappropriaced Profit to Vic 
£90,946 Year D D £141,388 





THE IMPERIAL TYPEWRITER COMPANY LIMITED 
Sales and Bxpanditure Information 





SALES 









£ 
1,085,218 
504,459 


Home 





Export 
Total eg DÉI DÉI 











EXPENDITURE PER CT OF SALES 











Previous 
Year 
sod s d 
f. Suppliers 
54 Raw Materlals, Goods and Services di 5 3 
2% Employees 
WW Salarles SN A Funds and 
7 8 rvices as 7 10 
h 3. Shareholders e 
4 Dividends (net after Tax) .. wë aA 7 
~| 4, Inland Revenue: 
3 2 Company Taxation Ze As x% ER 
4 Tax on Dividends .. EN D oe 6 
5. Company 
Depreciation, Renewals, Development ne 
32 etained Profits 2 5 
Geh ee, 
20 0 20 0 
B | 
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) 
CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold: himself responsible for, the opinions expressed. 


Balancing Charge Anomaly the decrease in liability amounting to £218 15s od 
Sm, — I have recently dealt with a case identical with (43,562 10s od—£3,343 15s od) represents 4 per cent 
that quoted by your correspondent ‘R. H.’ in his of the increase in profit £25,000. - Epiror.] 
letter which appeared in your issue of September 
tath. My experience was analy the same as his . Auditing Tests ; ; 
and I do not think that any allowance can be obtained. SIm, — The value of Mr Walker’s admirable paper 
The Inspector informed me that where a purchase on ‘Auditing tests’ in your issue of August 22nd 
and sale within the same accounting period take was, to my mind, diminished by his use of the out- 
place at a time when the initial allowance is due, moded Base ro for his probability table. Mathe- 
ie. before April 6th, 1952, or after April 15th, 1953, matically, surely a base of 7, or in certain cases 12, 
a balancing allowance can be made to cover the loss is to be preferred, and a probability table based on 
on sale. I think it is only fair that the allowance 6#/7ths or 11/12ths would have been of more value. 


should be granted at all times and I think there is Yours faithfully, 
scope here for a concession on the part of the Board ANTI-LOG. 
of Inland Revenue. Yours faithfully, 
Nottingham. P. E. HALL. Sir, — I suggest that the last sentence of the second 
paragraph on page 219 (August 22nd) is statistically 
A Profits Tax Peculiarity unsound. It will be realized that the errors can 


Sir, — An unusual point was brought to my notice appear at any stage in the examination of a sample 
during the week. It was that, in certain circumstances, and to examine ‘until an error is found’ will mean 
a greater profit may result in a smaller charge to comparing the number of errors with the number 
profits tax. 5 









































Example: £ £ s d £ £ sd £ £ sod 
Adjusted profit el E ‘a .. 30000 ž . 55,000" 80,000 
Directors’ remuneration Ke re 20,000 20,000 20,000 
50,000 75,000 100,000 
Allowance for Directors’ 
Remuneration (15 per cent) en e 7,500 11,250 15,000 
22$ per centon .. i i .. 42,500 = 9,562'10 o 63,750 = 14,343 15 o 85,00019,125 o © 
Net Distribution (Excess Remuneration) 12,500 . 8,750 5,000 
20 per cent non-distribution relief on .. £30,000 = 6,000 o o £55,000=11,000 o o £80,000=16,000 o o 
Tax payable .. Di ree Ss Si £3,562 10 o £35343 15 o £3,125 o © 
Yours faithfully, 





London, SE25. MAURICE E. RICHARDS. of correct items examined before the error instead of 


{Given a fixed amount of directors’ remuneration in with the total number correct (examined before and 
excess of the statutory maximum but below £15,000 after). The size of the sample must be fixed first and 
and a flexible profit, a director-controlled company ` A the items examined; in the example given the 
must benefit by 4 per cent of every increase in profit Conclusion drawn would be correct if only one more 
which is not distributed. While each increase in profit ` 

error had been found by the time a sample of 250 


attracts tax at 24 per cent, the deductible amount of : : igo 

remuneration is reisd by 15 per cent of thetincrease Items had been examined. This is no doubt the 
of profit, and on that 15 per cent tax is saved at the Meaning intended by the author but the original 
rate of 224 per cent. Twenty-two and a half per cent statement could mislead newcomers to statistical 
of 15 per cent is 3 per cent, which exceeds 24 percent methods. 


by $ per cent. The sum can be expressed algebraically Mr Walker ‘deserves our thanks for his article 


as GE EE SE which provides reason for thoughtful review of 

et the increase in pr = 

Increased deduction for remuneration = 15x present methods. a 

Tax theron at 22} per cent = 3x Yours faithfully, 

Tax payable on increased profit at STATISTICAL ASSISTANT. 
2} per cent = abe 
Net gain to taxpayer = (3%-2hs (Mr K. W. Walker writes: I am not aware of any partic- 

= A 


ular virtue in the levels of probability suggested by ‘Anti- 
Thus, in the example given by our correspondent, Log’, but a table could, of course, be constructed to 


~ 
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give effect to them, if required. They approximate to 
89:8 per cent and 91°6 per cent respectively and in 
practice would not give results differing appreciably 
‘from my 90 per cent table, 

Regarding the second letter, my original statement 
appears capable of being mis-read and I would thank 
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‘Statistical Assistant’? for his letter setting out ite 
meaning so much more clearly. I am sure he would 
agree, however, that testing until an error is found 
could be useful in‘ certain circumstances, and is, in 
effect, the basis of the modern Kees of sequential 
sampling.] 


THE INSTITUTE OF 
CHARTERED ACCOUNTANTS OF SCOTLAND 


SPECIAL GENERAL MEETING 


One hundred and fifty-seven applicants were ad- 
mitted to membership of The Institute of Chartered 
Accountants of Scotland. at a special general meeting 
of the Institute, ‘held in Glasgow on Friday last, 
September 18th. The chair was occupied by the Presi- 
dent, Mr John L. Somerville, C.A., F.R.S.E., from whose 
address we give the following extracts: l 


PRESIDENT'S ADDRESS 


Our gracious Queen, has been much in the thoughts of 
all of us during this, her Coronation year. The Council 
acċordingly felt confident that it was acting in accord- 
ance with your wishes in submitting a Loyal Address 
to Her Majesty from the Institute on the occasion of 
her Coronation. .. . 

It was my privilege as your President to represent 
the Institute at the Coronation Service in Westminster 
Abbey and also, accompanied by my wife, at the 
National Service in St Giles. Both occasions left me 
with unforgettable memories. 


Achievement of Arms 


Our new Achievement of Arms granted by the Lord 
Lyon King of Arms is being brought into use. S 
The Achievement of Arms also appears on the new 
Presidential Badge which Mr R. G. Simpson, M.c., 
the first President of our united Institute, has pre- 
sented for the use of his successors and which I am 
now proud to be wearing. The Institute is much 
indebted to Mr Simpson for his generosity. 

Before I pass to other matters, I would refer to the 
deep regret with which the members of the Council 
learned of the death of their colleague, Mr C. G. 
Kennaway, of Aberdeen, on June 13th, 1953. His 
cheerful presence at our deliberations is greatly missed. 
To fill the vacancy on the Council thus created until 
the next annual general meeting, the Council has 
appointed Mr Thomson S. Aikman, of Aberdeen. 

T also have to record with regret the deaths of twenty- 
five members of the Institute of which the Council has 
learned since the annual general meeting in March. 


Opportunities for Meeting Together . 

The Council conceives that one of its most important 
functions is to provide opportunities for members of 
the Institute to meet together and, through formal 
and informal discussions, to exchange views on topics 
of professional interest and get to know their pro- 
fessional brethren better. 

This year the usual gathering at Gleneagles in 


connection, with the Moore Cup was held on May 
7th and 8th. It is only proper that as an Edinburgh 
man I should record with due humility that the cup 
was again won by the Glasgow area, but on that 
occasion the golf is, despite appearances, not the most 
important matter: what in my view is paramount is 
the opportunity one has of meeting old friends: and 
new ones amongst members of the protein 


. from all parts of the United Kingdom. . 


This .year we broke new ground by holding our 
first summer school at St Andrews from July 3rd to 
8th. One. hundred and four members attended and the 
arrangements made by Professor Robert Browning 
and his Summer School Committee found general 
acceptance and earned high praise. I was much 
impressed by the enthusiasm with which the members 
attending applied themselves to the study of the 
papers and to the discussions of them, and resisted 
certain counter-attractions which were afforded at 
Carnoustie and by St Andrews itself. The Council 
felt that its decision to hold a summer school had been 
amply justified, and it is hoped to hold another summer 
school at St Andrews in September, 1954. Meanwhile, 
our thanks are due to Professor Browning and his 
committee, to the contributors of papers and to the 
discussion group leaders for ali that they did towards 
the success of the first School. 


The Institute’s Centenary 


Next year we are to celebrate our centenary, and a 
special committee under the chairmanship of Mr W. I. 
French, is hard at work planning the arrangements 
for three days of festivity from June 16th to 18th, 1954. 
As we are the oldest accountancy body in the world, 
the centenary is in some sense the centenary, not 
merely of our own organization, but of the accountancy 
profession, and it is the Council’s aim that the occasion 
should be dealt with appropriately. . . 

Of more domestic concern, and certainly of much 
more immediate practical benefit to those taking part, 
are the discussions which are held at various centres 
under the auspices either of the Institute or of the 
Chartered Accountants Students’ Societies in 
Edinburgh, Glasgow and Aberdeen. The work which 
the Students’ Societies are doing, not only for appren- 
tices but also for members, is beyond all praise, and it 
is the Councils policy to give those Societies all 
possible encouragement. Indeed I personally hope 
that the time will come when we also have Students’ 
Societies in Dundee, Inverness and London res- 
pectively. 
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I should like to refer particularly to the Management 
Accounting Discussion Group and the Taxation Group 
which, during the past few years, have been held in 
Glasgow for members of the Institute. These groups 
are Institute — and not Students’ Society — ventures, 
and I know that their sessions are well attended and 
lead to lively discussions which are of great interest. 
Members of the Institute in the area of the Glasgow 
Local Committee will soon be receiving a circular 
containing the syllabus for each group and all relevant 
particulars. 

I would emphasize that although the circular is 
only being sent to members in the area of the Glasgow 
Local Committee it is open to any member of the 
Institute wherever he may be to join the groups and 
attend their sessions. Any member interested who is 
outwith the area of the Glasgow Local Committee 
should write to the Glasgow local secretary for full 
details. f 

I understend that the London Local Committee 
has organized some meetings on similar lines, although 
I believe on a somewhat smaller scale, and it may well 
be that in time other Local Committees will follow 
Glasgow’s initiative in this matter. . 

We are going on to consider whether there is any- 
thing that we can usefully do with regard to retire- 
ment benefits and provision for widows and depend» 
ants on an insurance basis. The Council has set up a 
special committee to go into this matter, but I must 
warn you that it is unlikely that the committee can 
make any real progress until the publication of the 
report of the Tucker Committee on retirement 
benefits. 


Examination and Training of Apprentices 


I should like to refer next to various matters affecting 
those seeking to become qualified for membership 
of the Institute. 

In my view it is of fundamental importance to keep 
a constant eye upon our systems of training and 
examining those young men and women who desire 
to become qualified as members of our body, so that 
we may keep in the closest possible touch with 
developments in a profession which is still growing 
both in size and in the scope of the responsibilities 
which its members are called upon to undertake. The 
standing of our Scottish qualification has always 
been second to none, and so it should remain. Never- 
theless, we must be on our guard against making 
entry so difficult that our Institute is deprived of the 
new blood without which it cannot continue to function, 
or 80 easy that the status of our members is in any way 
diminished. 
The Council has set up a special committee on the 
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the United Kingdom which provides tutorial classes 
for our examinations and at this point I would stress 
how grateful we all are to the members of the various 
classes committees, to the directors of studies and to the 
lecturers and tutors who do so much for our apprentices. 


Memoranda of Evidence 


In case, from what I have said, you should assume 
that membership of the Council is a sinecure, perhaps 
I had better touch briefly on some of the many other 
subjects which we have had to consider in recent 
months. 

Every professional body seems constantly to be 
called upon to offer views to royal commissions, 
departmental committees and so forth. 

We submitted a memorandum of evidence to the 

Gedge Committee on Shares of No Par Value and 
Mr Jobn Dunlop and Mr James A. Walker, C.B.E., 
gave oral evidence before that committee in support 
of our memorandum. 
. We have been invited to submit to the Inland 
Revenue for consideration by the Chancellor of the 
Exchequer a memorandum on anomalies in the law 
relating to estate duty, with particular reference to 
Section 55 of the Finance Act, 1940. We also contem- 
plate submitting evidence to the Sorn Committee on 
Rating in Scotland. 

On many subjects we are collaborating closely with the 
other recognized accountancy bodies, and particularly 
with the English Institute. Some of the subjects 
with which we are thus dealing are the English 
Institute’s Recommendation XV with regard to 
Accounting in Relation to Changes in the Purchasing 
Power of Money, and developments in the profession 
overseas, In recent months we have had to consider 

changes, or proposed changes, which will affect our 

members in South Africa, Australia, New Zealand, 
Ceylon and Malaya. In each instance we have had to 
do our best to protect the interests of our members 
in those countries ~ a matter of importance to a body 
like ours with nearly one-fifth of its membership 
overseas, 

We have also continued to play our part along with 
representatives of the other recognized bodies in 
considering legislation and other parliamentary matters 
affecting the profession. 

The Rules and Bye-laws Committee which the 
Council set up soon after the amalgamation is con- 
tinuing its work, and I hope that by the time of the 
next annual general meeting various amendments to 
the rules will be put before you for consideration. 
Any amendments to the rules have to be approved by 
the Privy Council and although we are satisfied that 
various amendments to the rules would be desirable 
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THE SOCIETY OF INCORPORATED 
ACCOUNTANTS AND AUDITORS 


RESIDENTIAL COURSE AT CAMBRIDGE 


Last Tuesday saw the conclusion of this year’s 
Incorporated Accountants’ Residential Course, which, 
as announced in our issue of September rath, was held 
at Gonville and Caius College and King’s College, 
Cambridge. In all, nine papers and addresses were 
given during the five days’ course — six of which are 
summarized below and that by Professor Sewell 
Bray on ‘The nature and purpose of direct taxation’ 
will be reproduced in, our next issue. 

Divine service, corducted by the Rev. E. W. 
Heaton, M.A., Dean and Fellow of Gonville and Caius 
College, was held on Sunday morning, and the guest- 
night dinner took place in King’s College Hall on 
Monday evening, when Mr C. Percy Barrowcliff, 
F.3.A.A., President of the Society, and Mrs Barrowcliff 
presided; among the guests were: 

Professor F. E. Adcock, ons, PBA, M.A., LITT.D; 
Mr F. Bower, ¢.B.E., M.A; Viscount Caldecote, D.S.C; 
Messrs Brooke Crutchley (Printer of the University of 
Cambridge); J. G. W. Davies, M.A. (University of Cambridge 
NG Board); D. du Pré (Editor, ‘The Accountant’); 
Maurice Green (Assistant Editor, ‘The Times’); K. P. 
Harrison, M.A. (Steward of King’s); Rev. E. W. Heaton, 
M.A, (Dean of Gonville and Caius College); Mr J. W. Hope, 
c.p.a., and’ Mrs Hope; Professor R. F. Kahn, C.B.E., M.A. 
Messrs D. Portway, MA. (Master of St Catharine’s); S. C. 
Roberts, M.A. (Master of Pembroke); Dr L. Rostas (Depart- 
ment of Applied Economics); Miss Small (Steward of Caius); 
Rev. William Telfer, D.D. (Master of Selwyn); Sir G. P. 
Thomson, M.A. (Master of Corpus Christi); Professor A. R. 
Todd, F.R.S. 


The Structure of Companies in Relation to 
Taxation 


In their paper on “The structure of companies in 
relation to taxation’, Mr H. Major Allen, Barrister-at- 
law and Mr W. G. A. Russell, Faas, pointed out 
that a company is taxed as a ‘legal person’ (not as an 
agent for its shareholders) and may arrange its affairs 
s0 as to cause the burden of taxation to rest as lightly as 
possible. The paper summarized the matters which 
should be kept in mind and covered: (1) capital 
structure; (2) controlling interest; (3) form of memor- 
andum and articles; (4) groups of companies; (5) 
death duties; (6) assessments on opening and closing 
years; (7) capital profits and dividends; (8) bonus 
issues; (oi pension schemes; (10) stamp duty on 
reconstructions. When considering changes in capital 
structure, financial considerations should be weighed 
against taxation aspects e.g., debenture interest is not 
a ‘distribution’ for profits tax purposes. The authors 
dealt with various forms of ‘control’ and stressed the 
importance of the articles in this respect; also in 
regard to the distribution of capital profits, and the 
company’s residence. The Finance Bill, 1953, introduced 
a novelty in the form of subvention payments, enabling 
the transfer of profits against losses between companies 
in the same group — group treatment for profits tax 
purposes was already covered by the Finance Act, 1937. 
The authors pointed out that in relation to death 
duties, power to obtain control may be decisive, 


although that power may never in fact be exercised. 
Bonus issues can be of great value to private companies 
faced with the risk of future death duties. 


Practical Aspects of Saving Estate Duty 

Mr Geoffrey Tribe, Barrister-at-law, in a paper on 

‘Practical aspects of saving estate duty’, stated that 
in his opinion, if a family man makes the right dis- 
positions at the right time, the bill of estate duty 

which his family have to meet on his death is entirely 

under his control. In the first part of his paper Mr 

Tribe dealt with savings not dependent on five years’ 

survival. (1) Gifts in consideration of marriage ~ in 

Mr Tribe’s view marriages ought always to be made 

the occasion of a disposition; (2) ‘Normal’ gifts 

(Section 59 Finance (1909-10) Act, 1910) ~ this may 

even cover the gift of houses etc.; (3) Gifts not exceeding 

£500~Mr Tribe considered that Section 33 Di 
Finance Act, 1949, obviated the need for small 

legacies in wills; (4) Agricultural land (reduced rate 

of tax); (5) Purchase by life-tenant of remainder; (6) 

Bonus issue of shares—if shares are the subject of 
gifts inter vivos and subsequently a bonus issue is 

made the bonus shares do not count for estate duty 
purposes as part of the gift; (7) Nominated policies 
(saving from aggregation). The second part of the 
paper dealt with dispositions recommended when the 

client is not more than middle-aged and is reasonably 
healthy. The problem is how to deal with Sections 

55 and 46 of Finance Act, 1940. The former can be 

immediately avoided by the sale of shares, but this 

may often increase the danger from Section 46, which 
cannot be avoided except by the passing of five years. 

In Mr Tribe’s opinion the best advice to give to clients 

is that at the right period of life they should give up any 
idea of retaining control of private companies, and 

arrange for their family company to be controlled by 
their trustees. There is considerable scope regarding 
the type of settlement and the discretionary settlement 
has become increasingly popular. Mr Tribe recom- 

mended that the size of the group should be reasonably 

large. 

The Finance Act, 1953 

Mr D. O. Bailey, a.s.a.a., in his paper, ‘The Finance 
Act, 1953,’ stated that the most significant points’ of 
the Act are the continuance of the policy of the piece- 
meal introduction of recommendations of the Tucker 
Committee, and the first fruits of the work of the 

Royal Commission on the Taxation of Profits and In- 
come. In his opinion the Act has in a number of ways 
improved the law relating to the calculation of tax 

liabilities. The paper reviewed: (a) changes in the 
rates of taxes and personal allowances; (b) amendments 
in respect of losses under Section 341, Income Tax 

Act, 1952; (c) the restoration of initial allowances, 

and the extension of industrial buildings allowance; 

(d) important new rules regarding partnership changes, 

which overcome the position arising from the case 

Osler v. Hall & Co; (e) the introduction of subvention . 
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payments; (f) changes in the taxation of overseas 
income in respect of: (1) unremittable overseas profit; 
(2) remittance basis ~ arising from the Hall v. Marians 
case; (3) double taxation relief — capital allowances; (4) 
the removal of the limitations previously placed on 
unilateral relief; (g) spreading of copyright royalties; 
(h) a second opportunity for farmers to elect for the 
herd basis; (f) termination of the excess profits levy at 
December 31st, 1953, with permission for the tax- 
payer to apportion the results of a final overlapping 

eriod on an actual basis instead of on a time basis; 

j) the use of refunds of excess profits tax, freed from 
check after July 31st, 1953; (k) miscellaneous matters. 


Statutory and Non-statutory Reliefs 


In a paper entitled ‘Statutory and non-statutory 
reliefs’, Mr J. R. Paramour, F.c.A., F.8.A.A., surveyed 
personal reliefs and others of more or less general 
application under Schedules A, B, D and E, of 
Income Tax Act, 1952. He commenced with personal 
reliefs; taxpayer’s personal; children; housekeeper and 
dependant relative; earned income, old age and small 


income; life assurance; reduced rate; and dealt with a 


number of points of interest, e.g. geographical separa- 
tion of husband and wife; the cases of Dodworth v. 
Dale (annulment of marriage) and Yates v. Starkey 
(payments to former wife in trust for children). 
Mr Paramour commented on the rather rigid system 
of personal reliefs, and hoped that some enterprising 
Chancellor may one day introduce a sliding scale 
related in some way to taxable income. He considered 
it inequitable that the same allowance for, say, keeping 
and educating a child should be given to a man earning 
£5,000 per annum as is given to a man earning £500 
per annum. Mr Paramour then dealt with points 
relating to trusts; the Pettit rule regarding tax-free 
annuities; claims by non-residents; and charges on 
income. He then proceeded with Schedules A and B, 
and pointed out the necessity of preparing a main- 
tenance claim in nearly every case of a property 
owner, under Schedule D, Mr Paramour mentioned 


‘the withdrawal of time limits on the carrying forward 


of losses effected by the 1952 Finance Act; also claims 
under the “error or mistake’ provisions; and stated that 
relief for expenditure on scientific research is a matter 
sometimes overlooked in practice. Regarding Schedule 
E, Mr Paramour commented on the antiquity of the 
basic rule regarding allowance of expenses., 


The Organization of an Accountant’s Office in 
the U.S.A. 


A paper on “The organization of an accountant’s 
office in the U.S.A., with particular reference to 
taxation’, was given by Mr J. William Hope, c.P.a., 
who commenced by briefly surveying the history of the 
establishment and the growth of the organized account- 
ancy profession in the U.S.A., and described in outline 
the federal set-up for tax collection. The certified 
public accountant of the U.S.A., said Mr Hope, 
occupied a key position in the field of tax practice, 
and devoted a considerable part of his time to tax. 
There’ is no restrictive qualifying procedure for 
preparing or rendering tax returns, but no one is 
permitted to represent clients before the United States 
Treasury Department unless he has been admitted to 
practice. Mr Hope stated that extremists in the legal 
profession had strenuously opposed tax work being 
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undertaken by C.P.As., but there now existed a far 
greater degree of cordiality between the two professions, 
and both accept as a matter of principle that the lawyer 
should encourage his clients to consult a C.P.A. 
whenever accounting problems arise and vice versa. 

Preparation of tax returns involved a declaration 
accepting a degree of responsibility for their accuracy 
and there is a controversy within the profession on 
the wisdom or propriety of adding disclaimers. Most 
returns must be filed by the fifteenth day of the third 
month following the close of the ‘taxable year. Mr 
Hope stated that every public accountant must have a 
tax library ~a minimum requirement being a loose- 
leaf service, revised annually, which is commercially 
available — and must allot a few hours each week to 
reading matter of current tax interest. The wise 
accountant said Mr Hope, plans his organization to 
give prompt and competent service and makes full 
use of reminder systems (‘ticklers’) prepared check- 
lists and the accirmmulation of data during the year in 
the client’s tax file. Mr Hope mentioned the need of 
adequate filing facilities, continual checking on 
progress to avoid disruption of work, and the use of 
printed forms containing instructions to the taxpayers 
of due dates, signatures required etc. 


Taxes and Inter-connected Companies 


Mr Frank Bower, c.B.z. M.A. in his paper, “Taxes 
and inter-connected companies’, surveyed how far 
tax law has developed in the fiscal field in recognition 
of a new form of economic unit, namely a group of 
companies; and considered this may furnish a clue 
to the trend of future developments. Basically, seid 
Mr Bower, each company is a separate taxable entity 
and is deemed to be economically and legally inde- 
pendent. Various terms have been introduced: 
‘connected’; ‘inter-connected’; ‘associated’ and ‘sub- 
sidiary’ companies and ‘a group of companies’. The 
essential factor for a business group is the ability to’ 
take concerted action by means of team-work but 
this idea is too intangible for tax legislation. 

Mr Bower classified the statutory provisions of his 
subject-matter into: (1) ‘preventive’ provisions; (2) 
‘constructive’ provisions. The former which are much 
more widespread and numerous are not subject to 
territorial restriction, and use voting control as 
the operative criterion. The ‘constructive’ class of 
provision, which is small and narrow in scope, is 
strictly limited to resident companies, and adopts as 
its criterion, ownership of the right to receive the 
equity profits. The trend is towards consolidation in 
order to avoid double taxation or in order to offset 
losses against profits at an earlier date. 

Mr Bower classified four types of business associa- 
tion, compared the extent to which the tax provisions 
have recognized them, and dealt with each provision 
in turn, including Section 20, Finance Act, 1953, 
relating to subvention payments. Mr Bower concluded 
that groups of companies were a useful and probably 
permanent feature, and that the law had not yet 
established principles to meet this development, 
tax laws cannot follow the same trends as company law. 
The trend of development is uncertain, and in Mr 
Bower’s opinion, consolidation should rest on owner- 
ship of income rights and not on voting control — 
the latter is useful for preventive measures but not 
for constructive ‘measures. 
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THE INSTITUTE OF 
COST AND WORKS ACCOUNTANTS 


FOURTH RESIDENTIAL SUMMER SCHOOL 


The theme of the fourth annual residential summer 
school of the Institute of Cost and Works Accountants 
which has been in progress at St Catherine’s College, 
Cambridge, during this week, is financial manage- 
ment. The following is a summary of the papers 
which were presented: 


‘Financial Control in Large-scale Undertakings 
The first paper, entitled ‘Financial control in large- 
scale undertakings’, was given on Tuesday morning by 
Dr J. M. S. Risk, PELD., C.A., F.c.w.A., Chief Account- 
ant of the Southern Gas Board. Perhaps the main 
proposition of this paper is that there should be little 
or no difference in the form of control in all large-scale 
undertakings; in fact, Dr Risk feels that there are 
more similarities than differences in the control of 
the many types of economic activity under review, 
despite varying forms of legal organization. 

The second principal conclusion which emerges 
from Dr Risk’s study of present-day control practice, 
is that much could be done to improve our techniques. 

Thirdly, it is essential to plan business operations 
in advance, and for this and other reasons, budgetary 
control is the best accounting tool available. But like 
other tools, this tool is useless unless used. Savings 
and improved productivity are not achieved merely by 

the mechanics ‘of budgetary control: they 
come through intelligent application of the information 
presented, Moreover, results are achieved through the 
agency of human beings, and budgetary control is no 
substitute for good management. 

Fourthly, the term ‘financial accounts’ has at present 
no precise meaning ~ as currently used it is considered 
to have no logical foundation, To remedy this, Dr 
Risk proposes that the term be reserved solely for 
accounts prepared in subjective form as these show the 
nature of expenses (e.g., totals of wages, salaries, 
insurance, materials), On the other hand, an accounting 
statement may be said to be in objective form when the 
expenditure is grouped according to the purpose or 
object for which it has been made (e.g., steam raising, 
operation of transport, production of goods and services). 

The foregoing does not imply two separate systems 
since Dr Risk refers to the unfortunate and wasteful 
schism between what are called the ‘cost accounts’ and 
the ‘financial accounts’. Only in comparatively recent 
years has it begun to be realized that the accounting 
system is one and indivisible: the data in the system 
may be expressed in different ways but such -state- 
ments are merely alternative presentations of the 
same basic data. 


Finance and the Cost Accountant 
Mr A. D. Coventry, F.c.W.A., A.C.A., A.C.1.8., of the 
Industrial and Commercial Finance’ Corporation, is i 
the author of the paper on ‘Finance and the cost 
accountant,’ submitted on Wednesday. To foresee and 
compute capital requirements is primarily the res- 
ponsibility of the management accountant or whoever 
is in control of the company’s financial policy, asserts 


Mr Coventry. To arrange for such requirements to be 
available when necessary is the function of the manage- 
ment — not to do so is a reflection upon its efficiency. 
, The demand for new capital existing at the end of 
the last war was created for the replacement of worn- 
out and obsolete machinery and the introduction of 
modern iques. Since then, other and perhaps 
even more important factors have arisen, viz: (a) the 
insistent upward trend of prices; (6) the replacement 
of equipment at prices which have little relation to 
the book value of the old assets; (c) the persistence of 
high taxation; (d) the incidence of death duties falling 
upon those estates which consist, in the main, fe 
shares in private limited companies.’ . : 

In assessing the amount of facilities required, time 3 
and money spent in arriving at an amount which is 
just right’? will be amply repaid. The basis of such ; 
assessments will generally be made from budget 
forecasts, commencing, as circumstances indicate, 
from a ‘budget of anticipated sales or production 
capacity and incorporating the various intermediary 
and supporting budgets. From these will.emerge the 
cash budget showing the deficiency which will be 
the basis of computation of the total additional funds. 

Alternatively, a more simple and more approximate 
method is to compute the cost of the additional capital 
equipment and requirements to be incurred in carrying 
out the proposed programme, and then to compute, 
in addition, the working capital necessary to support 
the anticipated volume of sales. 

In considering the many valuable techniques available 
to the management accountant, particularly in the 
smaller firm, it is often felt that a comparison of 
orthodox accounts does not give a sufficiently clear ` 
picture of variations in profitability. The ‘Added 
value theory’ (very-briefly, the value of the output ` 
or production, less the material used) seeks to over- 
come the greatest weakness of comparisons made ‘by 
any ‘time and output’ method which lies in the varying 
factor of materials used. 

Reasons for variations in profit Sage one period 
and another are explained in greater detail by a develop- 
ment of this theory known as the . ‘Comparative 
analysis theory’, under which the accounts are analysed 
in sufficient detail to enable a concern to measure the 
degree by which each factor has contributed to the 
profit variation. Subsequent investigation invariably 
brings to light deficiencies and if remedial action is 
taken a great deal of good has been done and more 
efficient production achieved. 


Comparable Costs 


Lives there an accountant who at some time or another 
has not been dissatisfied with the method of classi- 
fication of expenditure which he has inherited? 
Would we not readily have conspired with some genius 
who had the power. (and the courage) to grasp this 
sorry scheme of things, shatter it to bits — and then 
remould it nearer to the heart’s desire? 

In his research paper on ‘Comparable costs’, given 
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jon Thursday, Mr R. Y. Kennedy, C.A., A.c.W.A., 
Cost Accountant, Windsor & Newton Ltd, is conscious 
that the ideas he puts forward call for a considerable 
change in our accounting approach, but he views the 
change as being rather of a superficial, than funda- 
mental nature. 

One or more of four prime factors apply to all 
businesses: moneying, marketing, material acquisition 
and making. All four apply to industrial concerns and 
the proper blending of these factors is the art of 
business success. The classification of business activity 
by functions is fraught with difficulties; in a pure and 
logical form it has been found to be impracticable by 
many concerns owing to the ever-widening number of 
functions encountered. In the small concern, one 
individual is called upon to carry out many functions — 
‘he wears many hats’, Consequently the elassification 
of such a business into the appropriate functions 
becomes a matter of academic interest. 

The current trend is to concentrate mainly on a 
few groups of functions usually similar to the four 
prime factors enunciated. But it is felt that this 
classification is not sufficiently detailed to meet the 
needs of management and the breaking down of 
activities into functions has not proved satisfactory. 

Therefore, Mr Kennedy suggests that, in the same 
way that the impulse from the brain can be regarded as 
directions of energy, so the activities of managers and 
their staffs can be defined. The classification of the 
directions of energy (termed po’s for simplicity) 
appears to be ‘managing’, ‘prospecting’, ‘inspecting’, 
‘recording’, and ‘sustaining’. A simple diagram shows 
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the latter in the centre, connected to ‘managing’ at N, 
‘prospecting’ at W, ‘recording’ at Sand ‘inspecting’ at E. 

The proposal is that, apart from cases where current 
conceptions are necessary for specific investigations, a 
new set of conventions, based on the foregoing analysis 
of the framework of industrial organizations, be adopted. 
Accounts would be opened in the nominal ledger for 
each prime factor and the po’s and to these accounts 
would be posted the expenditure incurred in executing 
the appropriate activity. Mr Kennedy envisages a 
complete integration of cost and financial accounts, 
so drawn up that they would act as control costs of 
the entire organization. 

It is contended that this system of classifying 
accounts is flexible and capable of universal applica- 
tion, and that the comparable cost statement, incor- 
porating the same account headings and expressed in 
ratios resolves many of the difficulties encountered in 
uniform costing in that: (a) expenditure is collected 
in a form applicable to each and any concern; (b) the 
classification of expenditure has been carried out in 
accordance with basic principles; (c) control of cost 
is a primary consideration. 


The Concluding Paper 

The final paper was given yesterday (after this issue 
went to press) by Mr Harold Wincott, Editor of the 
Investors’ Chronicle on ‘Some reflections on modern 
capitalism’. Mr Wincott is of course well known for 
his forthright and stimulating writing, and there is 
little doubt that his address provided ample material 
for provocative discussion. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 
NEWS FROM THE COMMITTEE 


After reviewing the whole question of providing 
information for members of the Society, the com- 
mittee has agreed on a number of changes in the 
methods to be used. It has been decided to cease 
publication of Double Entry and the Editor of The 
Accountant has kindly consented to allow us this 
space about once a month to publish news of the 
Society’s activities, and also to publish each week 
details of lecture meetings. Programmes are being 
issued in card form, and standing information will be 
transferred to the annual report. It is hoped in this 
way to concentrate attention upon the chief activities 
of the Society. 

In future a member of the committee will be present 
at every lecture meeting, wearing’ an identifying 
badge, to give members the opportunity of discussing 
the Society’s activities. 


Changes in Lecture Course 


Changes have been made in the introductory lecture 
course: each lecture will now last forty-five minutes, 
and those lectures which were formerly given in two 
parts will now be condensed into one. 


Lecture Attendance 
It has been suggested that lecture attendance will be 
more regular and beneficial if two or more clerks 
from the same office can arrange to attend together. 


Principals and office managers may be able to help 
in this matter. 
Resignations 
The committee has received with regret the resigna- 
tions of Mr B. D. Barton, B.A, a.c.a., and Mr V. F. 
Berry, a.c.a. Mr Barton was chairman of the com- 
mittee in 1951-52. 
Sports 

Cricket. In a match played on August roth, the 
Society defeated the Incorporated Accountants’ 
Students’ Society of London and District by 45 runs. 

A match with the Bristol Chartered Accountant 
Students’ Society on September 2nd resulted in a 
draw. 

Library News 

Recent new books now in the library: 

Internal Auditing (A. C Smith). 

Law in the Making (Allen). 

Public Speaking and Chairmanship (Mills). 

Studies in Costing (Solomons). 8 

Preparation for Professional Examinations (Burton). 

Business Finance (Paish). 

Intestate Succession Tables (National Guarantee and 

Suretyship Corporation). 

Copies of the accounts and other publications of the 
leading banks are also now available. 

It is hoped to publish the next ‘London Students’ 
Page’ in The Accountant dated October 31st. 
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Personal 

Messrs W. H. Grice & Perkins, Chartered Ac- 
countants, of Central Chambers, 8/16 Park Street, 
Bristol 1, and of Chippenham, Taunton and Mine- 
head, regret to announce the death of their senior 
Ce Mr Albert Edgar Perkins, F.c.a., who had 

een actively associated with the practice for over 
fifty years. The practice will be carried on by the 
remaining partners. 

Messrs Peat, Marwick, MITCHELL & Co and 
MESSRS DERRY & Lewis, who have offices in Salisbury 
and Bulawayo, Southern Rhodesia, have established 
an office at Livingstone Road, Lusaka, Northern 
Rhodesia, The reside nt partner is Mr J. W. Storey, 
ACA, 

Messrs Moore & MorELL, Chartered Accountants, 
announce that as from September 28th, 1953, their 
address will be changed from Burton Buildings, Parlia- 
ment Street, Nottingham, to 12 Shakespeare Street, 
Nottingham. Telephone: 52834-5. 

Mr KENNETH W. JONES, A.C.A, ASAA, ATLI, 
announces that he has commenced to practise under 
the firm name of K. W. Jones & Co, Chartered and 
Incorporated Accountants, at 25 Kirkland Avenue, 
Barkingside, Ilford, Essex, with effect from Sep- 
tember 3rd, 1953. 


Professional Notes 

Mr Robert Kemp, c.a., a partner in the firm. of 
Hardie, Caldwell Ker & Hardie, Chartered Accoun- 
tants, of Glasgow, has been appointed chairman of 
George Dobie & Son Ltd. Mr Kemp has been a 
director of the company since 1946. 

Mr Alan A. Wylie, A.C.A., has been appointed a 
director of The Namunakula Tea Estate Co Ltd. 

Mr William S. Hulton, M.A., C.A., A.C.W.A., has 
been appointed vice-president and general manager 
of Charterhouse Canada Ltd, of Toronto, the newly- 
formed subsidiary of the Charterhouse Industrial 
Development Co Ltd. 

Mr H. P. Glennie, M.A., C.A., secretary of J. A. 
Prestwich Industries Ltd, has been appointed a 
, director of the company. 


Obituary 
ALBERT EDGAR PERKINS, F.C.A. 
We have learned with regret of the recent death at 
the age of 75 of Mr Albert Edgar Perkins, F.c.a., 
senior partner in the firm of W. H. Grigg & Perkins, 
Chartered Accountants, of Bristol. 
Mr Perkins, who had been associated with his firm 
. for over fifty years, was admitted an Associate of the 
Institute in 1901 and elected a Fellow in 1920. He 
was president of The Bristol and West of England 
Society of Chartered Accountants in 1931-32 and 
was a former president of the Bristol Chartered 
Accountant Students’ Society. 
A prominent Freemason, he was Past-Master of 
Powell Lodge and held provincial rank. 
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WILLIAM JAMES PHILLIPS, 0.B.E., A.S.A.A. 


It is with great regret that we announce the death, 
on September 14th, of Mr William James Phillips, 
O.B.E., A.S.A.A., Principal Accountant of the Admiralty 
since February 1951. 

Mr Phillips who joined the service of the Admiralty 
in 1915, was admitted an Associate of The Society of 
Incorporated Accountants and Auditors in 1917. In 
1924 he was seconded for special duty to supervise 
the installation of a costing system in the Royal, 
Mint. He was appointed Deputy Principal Account- 
ant of the Admiralty in 1939. 

He was awarded the M.B.E. in 1923 and pied 
the O.B.E. for his services to the Admiralty in the 
Birthday Honours of 1952. 

An article by Mr Phillips on ‘Rearmament and 
the prevention of excess profits’ was published in | 
our issue dated April 25th, 1936: 


Australian Accountant’s Appointments 


Mr A. A. Fitzgerald, B.COM., F.AS.A., F.C.AA., af 
Victoria, Australia, has recently acted as chairmars’ uf 
a Dairying Industry Advisory Committee set up to 
advise the Minister for Commerce and Agriculture 
of Australia on the guaranteed return to dai 
farmers for butter and cheese under a plan for 
stabilisation of the dairying industry. The published 
report of this committee has been received with great 
interest. 

Another of Mr Fitzgerald’s appointments is that 
of business adviser to the Department of the Army 
and member of a Board of Business Administration 
(of four members) in the Australian Department ‘of 
Defence. 

Mr Fitzgerald is well known to our readers, 
particularly to those who attended last year’s Inter- 
national Congress, at the second session of which he 
was the rapporteur. 


Chartered Accountant a Warden of a City 
Livery Company 
Mr Leslie B. Prince, M.A., F.C.A., senior partner in 7 
the firm of Leslie B. Prince, Simon & Co, Chartered ` 
Accountants, of Bishopsgate, London, has ‘been ` 
installed a Warden of the Worshipful Company of 
Farriers. 


The Chartered Accountant Students’ Society 
of London 

The following meetings of the London Students’ — 

Society will be held next week: 

Monday, 5.30 pm, at the Institute: Lecture on 
‘Fraud in accounts’, by Mr W. E. Parker, C.B.E., 
F.C.A. SÉ 

Friday, 5.15 p.m., at the Institute: Introductory 
course lectures on “The fundamentals of business’ 
and ‘The English judicial system’. 
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The Institute of Internal Auditors 


LONDON CHAPTER 


The first meeting in the 1953-54 programme of the 
London Chapter of The Institute of Internal 
Auditors was held on September gth, when Mr R. J. 
Gibbens, F.C.W.A., A.M.LIA., gave an address entitled 
' ‘Stock investment control’. Further meetings in the 
` session, which ends with the annual general meeting 
on June 16th, 1954, are to be held at The Kingsley 
Hotel, Bloomsbury Way, London, WC, as follows: 


October 7th, 6.30 p.m.: "My approach to auditing’, by 
Mr A. Goudeket, L.N.I.v.A., Chief Internal Auditor, N. V. 
Philips Gloeilampenfabrieken, Holland. 

November 4th, 12.30 p.m.: ‘Personnel selection’, by Mr 
B. Ungerson, C.B.£., B.SC., Director of Personnel, John 
Lewis & Co Ltd. 

November 28th, ro a.m.: Day conference. 

January 6th, 6.30 p.m.: Case discussions, introduced 
by Mr R. A. Reid, GA. 

February hike ra, ee ae ‘Considerations of company 

by Mr S. Cook, A.C.1.8. 

March ard, 30 ps m.: : ‘Cost reduction by simplification 
and standardization’, by Mr E. G. Brisch, DIPL.ING., 
M.I.MECH.E., M.ILPROD.B., Managing Director, E. G. Brisch 
& Partners Ltd. 

April 7th, 12.30 p.m.: ‘Internal auditing — its place in 
management’, by Mr W. F. Edwards, F.8.A.A., Director 
and Treasurer, General Motors Ltd. 

May 5th, 6.30 p.m.: ‘Internal auditing in practice — 
the scope of my job’, by Mr O. A. Mackinnon, C.A., and 
Mr J. Prince, A:c.A., AIR, ; 

June 16th, 6.30 p.m.: Annual general meeting. 


The main object of the Chapter is the develop- 
ment of internal auditing as a constructive aid to 
‘management, and membership is limited to those 
holding responsible managerial positions covering the 
field of internal auditing. 

Mr R. C. Bedford, A.C.A., c/o The National Cash 
Register Co Ltd, 206-216 Marylebone Road, 
London, NW1, is secretary of the Chapter. 


The Corporation of Secretaries 


The following papers were read at the annual 
conference of the Corporation of Secretaries Ltd, 
which was held at Leamington Spa from September 
17th to 19th. 


“The secretary as an administrator? by Mr J. W. 
Chant, F.c.c.s., Secretary, North Western Electricity 
Board; ‘Some aspects of insurance as they affect company 
secretaries’, by Mr M. D. Bent 4.c.1.B., A.C.1.1.3 ‘Local 
government reorganization’, by Mr A. Hatt, LL.B.(LOND.) 
p.p.A., Clerk of the Council, Urban District Council of 
Billericay; ‘The duties and responsibilities of the trade 
association secretary’ by Mr Frank A. Ramsey, F.c.c.8.; 
“The relationship between banker and customer with 
special reference to limited companies’, by Mr H. G. 
Hodder, Manager, Intelligence Department, National 
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Provincial Bank Ltd; ‘Negotiations and joint consulta- 
tions’ by Mr J. Melvin, District Organization Officer, 
National and Local Government Officers’ Association. 
There was also a full programme of social activities. 


Liverpool Society of Chartered Accountants 


SOUTH LANCASHIRE BRANCH FORMED 

The inaugural meeting of the South Lancashire 
Branch of the Liverpool Society of Chartered 
Accountants was held at St Helens on September 
17th. Following the adoption of the constitution and 
rules of the new Branch and the completion of other 
formal business, Mr D V. House, F.c.a., Vice- 
President of the Institute, gave a most stimulating 
addreas and invited questions from members. A 
lively informal discussion ensued on numerous 
topical subjects affecting the profession. 

Among those who assisted in the formation of the 
Branch and took part in the proceedings at the meeting 
were Mr G. F. Saunders, F.c.a., a member of the 
Council of the Institute, and the following officers of 
the Liverpool Society of Chartered Accountants: 
Mr W. P. Scowcroft, a.c.a., (President), Mr E. T. 
Denton, B.A, F.C.A., (Vice-President), Mr G. N. 
E F.C.A., (immediate Past President), and Mr 

C. C. Taylor, F. C.A., (Hon. Secretary), together with 
two officers of the Chester and North Wales Branch: 
Mr A. K. Tunnock, M.A., A.C.A. (Chairman), and 
Mr Frank Hack, ¥F.c.a. (Hon. Secretary). 

Officers and committee members of the new Branch 
were elected as follows: 

Chairman: Mr D. R. Newman, A.C.A., Warrington, 

Vice-Chairman: Mr C. A. Hunter, a.c.a., St Helens. 

Hon. Secretary: Mr F. Potts, A.C.A., Wigan. 

Hon. Treasurer: Mr L. A. Pardey, F.c.a., Wigan. 

Committee: Messrs W. I. Livesey, A.C.A, St Helens; 
E. B. Marston, A.C.A., Warrington; F. Neatham, F.c.A., 
Warrington; J. C. Richards, M.A., A.C.A., St Helens; and 

inson, A.C.A., Wigan. . 
It is interesting to note that the President of the 
Liverpool Society and the Chairman of the Chester 
and North Wales Branch and of the new Branch are 
all accountants in ind : 

It is hoped that all members of the Institute residing 
or working in St Helens, Warrington, Widnes and 
Wigan and the surrounding areas will become 
members of the Branch. No subscription will be 
payable for the remainder of 1953. Members of the 
Branch automatically become members of the 
Liverpool Society without further subscription. 
Applications for membership should be sent to the 
Honorary Secretary, Mr F. Potts, a.c.a., Messrs 
Houghton & Potts, 35, King Street, Wigan. 
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The Manchester Chartered Accountants’ 
Students’ Society 


LECTURE MEETINGS, 1953-54 


A comprehensive lecture programme has been 
arranged for the Society’s 1953-54 session. Evening 
meetings will be held each week on alternate Mondays 
and Tuesdays, and Preparatory, Intermediate and 
Final courses of lectures will be held on Saturday 
mornings. 

The evening meetings and the Saturday morning 
lectures for Final students will be at the Chartered 
Accountants’ Hall, 60 Spring Gardens, and the 
Preparatory and Intermediate courses at Onward 
Hall, 207 Deansgate. 

A similar series of Saturday morning lectures is 
to be held at the Reform Club, Chapel Street, Preston. 


NINTH JOINT RESIDENTIAL COURSE 
Members of the Manchester and Liverpool Char- 
tered Accountant Students’ Societies will assemble 
at Burton Manor, near Chester, next Monday, for 
their ninth joint residential course. 

The programme follows the pattern which has 
proved so successful on previous occasions. The lec- 
tures — there are eight for Intermediate students and 
ten for Final students — will be followed by discus- 
sion periods in which students’ difficulties can be 
resolved or be subsequently referred to the lecturer 
for explanation. 

The Intermediate course extends from Monday to 
Friday, when the Final course commences and con- 
tinues until Wednesday week. 


, ANNUAL MBRETING 
The Society’s seventieth annual general meeting is 
to be held on October 5th at 5.30 p.m. and will be 
followed by a lecture on ‘Professional ethics’ by 
Mr R. H. E. Wilkinson, M.A., J.P., F.C.A., at 6 p.m. 


TWENTY-FIVE YEARS AGO 
From Ghe Accountant or SEPTEMBER 29TH, 1928 
The Institute of Chartered Accountants in 
England and Wales: London Members’ 
Committee 


The Committee is, under its regulations, at present 
constituted as follows:— 

Elected Members:—-R. Kettle, F.C.A. (Deloitte, 
Plender, Griffiths & Co.), Chairman; E. Furnival 
Jones, F.C.A. (Allan, Charlesworth & Co.), Vice- 
Chairman; T. D. Cocke, F.C.A. (Reads, Cocke & 
Watson); B. J. Davis, F.C.A. (Wilson, de Zouche & 
Mackenzie); F. J. B. Gardner, M.C., F.C.A. (Nevill, 
Hovey, Gardner & Co.); Sir Basil Mayhew, K.B.E., 


THE ACCOUNTANT 


September 26th, 1953 


F.C.A. (Blackburns, Barton, Mayhew & Co.); S. J. 
Pears, A.C.A. (Cooper Brothers & Co.); B. Sheldon, 
A.C.A. (Kemp, Chatteris, Nichols, Sendell & Co.) 
W. R. T. Whatmore, M.C., A.C.A. (Peat, Marwick, 
Mitchell & Co.). 

Nominated by the Council:—Wm. Cash, F.C.A,, 
F. Lindsay Fisher, CBP, F.C.A. (Fuller, Wise, 
Fisher & Co.). 

Nominated by the London Students’ Soctety:—John 
Myers, F.C.A. (Myers, Davies & Co.). ' 

Hon. Secretary:—-The Secretary of the Institute. 


MARRIAGE 


On 8th September Mr. Chas. Victor Best, A 3 A A. 
was married to Miss M. M. Stephens, also an 
A.S.A.A. Mr. Best is a partner in the firm of Messrs. 
Lawrence, Hann & Best, and Miss Stephens was one 
of the earliest women accountants, having been 
articled to her uncle, Mr. G. H. Lawrence, PBA A. 
immediately the Society of Incorporated Accountants 
and Auditors decided to admit women, and passing 
all her examinations at the earliest possible time. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or SEPTEMBER 28TH, 1878 
Extract from a Note tn Passing 
The Comptroller’s Report 


The Comptroller’s Report for the present year is 
perhaps the most portentous document which that 
official has issued, if we except the Supplemental 
Report of last year. It is certainly the longest and 
heaviest of his annual manifestos; which may be 
accounted for partly on the ground of a ponderosity 
of style to an extent unusual even with bankruptcy 
officials, and a want of concentrativeness which causes 
such facts as are set forth to be distributed over many 

ages in much admired disorder. It is a work of no 
slight difficulty, therefore, to form any very clear con- 
ception of the Report as a whole. The impression left 
upon the mind of the most unprejudiced readers ` 
would be that the Comptroller is greatly irritated at 
certain facts, and is specially angry with certain 
individuals, The reason of this will be presently seen in 
his vain attempt to guide the commercial world into 
one particular channel of insolvency administration. 
His theory of what ought to be cannot be made by 
any process to square with what is. Again and again 
he reiterates that the creditors’ only hope of financial 
salvation lies in their acceptance of bankruptcy and 
officialism in lieu of liquidation by arrangement and 
professional trusteeism; and with equal frequency the 
creditors decline to profit by this advice... . 
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CONSOLIDATION QUERY 


T is generally assumed that the main purpose of consolidation 
IE to expand the parent company’s accounts so as to show the 

aggregate financial and trading position of the complete group. 
It sometimes happens, however, that because of the cancellation 
of positives and negatives the process may be one of contraction 
rather than of expansion, with the ultimate and usually undesirable 
result that obscuration instead of revelation is achieved by the 
exercise. 

A short pamphlet which was published on Monday last 
by the Research Committee of The Society of Incorporated 
Accountants ‘and Auditors, deals with a particular aspect of this 
generalization.1 It instances the case of a subsidiary company 
which has made a trading loss large enough to transform the 
profit and loss account carry-forward into a debit balance. In 
the consolidation, this loss is offset by the aggregate profits of the 
other subsidiaries, but the question is posed — does the holding 
company’s own profit and loss account reflect a true and fair view 
of its trading outcome if it does not make an appropriate provision 
therein for that part of the loss incurred by the subsidiary not 
covered by that subsidiary’s own reserves? 

In its proposed solution, the research committee makes two 
points. The first is that in any statement of group results, the 
aggregate profits and the aggregate losses should be disclosed 
separately. The second is that where one of the subsidiaries has 
made a material loss, the holding company’s directors must 
consider whether it is necessary to depreciate the book value of 
the holding company’s investment in that particular subsidiary. 
If such a course is deemed necessary, provision may be made 
either out of the holding company’s own profits or from its 
reserves or undistributed surplus. If the former method is adopted, 
then the depreciation so charged must be shown in the profit and 
loss account. It is also recommended that the same account should 
be used if it is decided to appropriate reserves or undistributed 
surplus for the purpose, although specific disclosure of the 
transfer on the face of the balance sheet will suffice. 

Although it is likely that the management of many holding 
companies already adopt the ‘individual’ rather than the ‘aggre- 
gate’ outlook towards the fortunes (or misfortunes) of their 
subsidiaries, the Society’s research committee has performed a 
useful service in recommending a course of action which, if made 
current practice, would help to discourage possible abuse of the 
rather inconclusive sections of the Companies Act which deal with 
consolidation. 





14 Note on Consolidation. The Incorporated Accountants’ Research Com- 
mittee. 6d. 
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THE FINANCE ACT, 1953—IX 


Section 24 (1): Sums brought into Charge 
ECTION 24 (1) deals with foreign income 
Ki the taxpayer applies abroad in or 
towards the satisfaction of a debt 
(a) for money lent to him in the United 
Kingdom; or 
(b) for money lent to him outside the United 
Kingdom and received or brought into the 
United Kingdom; or 
(c) incurred for satisfying in whole or in part 
a debt falling within (a) or (b). 
The subsection provides that such income so 
applied is to be treated as received by the tax- 
payer in the United Kingdom (Case IV) or 
received from remittances payable in the United 
Kingdom (Case V). 

A debt for money lent is deemed to be a debt 
incurred ‘for satisfying’ another debt within (c) 
above in so far as the money is applied in or 
towards satisfying that other debt (Section 24 
(4) (a)). This definition is presumably intended 
to be exhaustive but the wording of the section 
is not clear on the point. A debt is deemed to 
fall within (c) if it is incurred ‘for satisfying’ 
another debt which is actually within (c) (Sec- 
tion 24 (4) (a)). 


Section 24 (2): Income Applied before 

Borrowed Money Remitted 
Section 24 (1) provides for liability, not when 
the money is borrowed or enjoyed, but when 
income is applied in paying off the debt. Sec- 
tion 24 (2) extends Section 24 (1) (6) to include 
a case where the debt is satisfied before the bor- 
rowed money was brought into the United 
Kingdom. In that case the money is treated as a 
remittance as on the day when it is actually 
brought into the country. 


Section 24 (3): Constructive Satisfaction 
of a Debt 
Section 24 (1) would apply only where the debt 
was actually satisfied by the application of foreign 
income. This would leave a wide loophole for 
evasion by mere book-keeping entries. For in- 
stance, the taxpayer may have two accounts at 
the foreign branch of his bank, and one account 
at its English branch. He could borrow, say, 
£1,000 from the English branch and then 


transfer this overdraft to account A at the 
foreign branch. He could then deposit £1,000 of 
foreign income in account B at the foreign branch 
and give the bank authority to set off the 
credit balance at B against the debit balance at 
A at any time it chose — an authority which 
the bank did not propose to exercise, at any rate 
until the taxpayer sought to withdraw the 
deposit. This device is met by Section 24 (3) 
which provides as follows: ` 
‘24. — (3) Where a person is indebted for money 
lent to him, income applied by him in such a way 
that the money or property representing it is held 
by the lender on behalf of or to the account of 
the said person in such circumstances as to be 
available to the lender for the purpose of satisfying 
or reducing the debt by set-off or otherwise shall 
be treated as applied by the said person in or 
towards its satisfaction, if under any arrangement 
between the said person and the lender the 
amount for the time being of the said person’s 
indebtedness to the lender or the time at which it 
is to be repaid in whole or in part depends in any 
respect directly or indirectly on the amount or 
value held by the lender aforesaid.’ 

Where the benefit of the debt is assigned by 
the lender or becomes vested in another person 
in some other way, the person who for the time 
being is entitled to the repayment is deemed 
for the purposes of Section 24 (3) to be the 
lender (Section 24 (4) (8)). 


Section 24 (5): Transitional Exemption 
The Government’s intention to introduce Sec- 
tion 24 was announced on April r4th, 1953. 
Section 24.(5) provides that the section is not to 
apply in relation to income applied before 
April 6th, 1954, in satisfaction of a debt for 
money lent before April 15th, 1953, or of a debt 
incurred for satisfying such a debt. This gives 
the taxpayer approximately a year in which to . 
repay debts incurred before the Budget speech, 
without attracting any tax liability. 


Section 25; Postponement of Capital Allowance 
_ to Secure Double Tax Relief 

Section 25 is intended to deal with one of the 

hardships that sometimes result from the rule 

which places a ceiling on double tax relief in 

each assessment year. The first Millard Tucker 

Committee reported that the evidence received 


qr 
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by it suggested that it was in the field of capital 
allowances that substantial inequity arises in 


practice. It gave the example of a company 


assessable under Case I of Schedule D which 
built a power station in India. For United 
Kingdom tax purposes the expenditure on con- 
struction would qualify for initial allowance as 
soon as it was incurred. For the purpose of 
computing Indian tax on the Indian profits, no 
capital allowance would be granted until the 
power station was brought into use, which might 
be some years later. The effect might be that in 
the earlier years there is heavy liability to Indian 
tax with little or no liability in the United 
Kingdom, while in later years the position is 
reversed. As double tax relief is restricted in each 
year to the income doubly taxed for that year, 
the company loses the benefit of the allowance. 
The Committee accordingly recommended that 
the taxpayer should be allowed to postpone the 
whole or part of the United Kingdom allow- 
ances to a subsequent year. Section 25 carries 
out this recommendation. It does not permit of 
the anticipation of United Kingdom capital 
allowances where the foreign country gives relief 
earlier than does the United Kingdom. 


Scope of Section 25 
Section 25 (x1) in terms applies the section to 
persons chargeable under Case I of Schedule D, 
but Section 25 (7) extends it with the necessary 
adaptations, to professions, employments, voca- 
tions and offices and also to the occupation of 
woodlands if they are assessed under Schedule D 
and not Schedule B. The persons must be charge- 
able to foreign tax for which relief may be given 
under Part XIII of the Income Tax Act, 1952. 
‘Foreign tax’ is defined as tax chargeable under 
the laws of any territory outside the United 
Kingdom (Section 25 (6) (b)). 
Two conditions laid down in Section 25 (2) 
must also be satisfied, i.e. that 
(a) the foreign tax law provides for deductions 
or allowances corresponding to capital 
allowances but on a different basis so that 
they reduce the income to a less extent 
but are calculated to reduce subsequent 
income to a greater extent; and 
(b) the double tax relief is less than it would 
be if the United Kingdom capital allow- 


ances were the same in amount as the 
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deductions and allowances allowed by the 
foreign tax law. 


Operation of Section 25 
The conditions being satisfied, the taxpayer can 
claim to reduce the relevant United Kingdom 
capital allowances to the amount mentioned in 
(b) or to some intermediate amount and the 
balance is to be carried forward to the next 
United Kingdom tax year. 

Section 25 (6) (a) makes it clear that the ex- 
pression ‘capital allowances’ means allowances 
under Parts X and XI of the Income Tax Act, 
1952, and that ‘relevant capital allowances’ is 
confined to allowances given ‘in charging’ the 
income, i.e. it excludes deductions made in 
arriving at the income. Moreover, the section is 
confined to allowances given in respect of the 
same expenditures or the same assets (Sec- 
tion 25 (5)). 

Owing to the rules as to basis of assessment, 
some income charged to foreign tax may not 
fall into any United Kingdom computation, e.g. 
the actual income for a penultimate year. It 
would nevertheless fall into a profits tax com- 
putation if the taxpayer was liable to that tax, 
but condition (a) above would not be satisfied 
since the relevant capital allowances would not 
reduce the income for income-tax purposes. The 
difficulty is removed by Section 25 (4) which 
provides that the section is to apply to such a 
case as though the relevant capital allowance 
did reduce the income for income-tax purposes. 


Section 25 (8): Pre-1953-54 Capital 
Allowances Excluded 

United Kingdom assessments for 1953-54 and 
subsequent years may be affected by capital 
allowances computed for years before 1953-54 
and brought forward. Section 25 (8) makes it 
clear that such allowances are nevertheless ex- 
cluded from the operation of Section 25. 


Section 26: Unilateral Relief 
Without Limit 
Double tax relief under treaties extends to the 
full amount of the overseas tax subject to certain 
limits. Unilateral double tax relief has hitherto 
been confined to three-quarters in the case of 
Commonwealth countries; one-half in the case of 
foreign countries. Section 26 now removes these 
restrictions. (To be continued.) ` 
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EX FUMO ... 


MONG the first and most famous 
A izes from the American Con- 
tinent, in times when the scarcity of 
dollars had not yet reared its ugly head, potatoes 
and tobacco must rank very high. Sir Walter 
Raleigh’s contemporaries were not so interested 
in either as they were in the more orthodox 
wealth which was almost at once to start its east~ 
ward flow; but posterity, though no less interested 
in riches, has yet moved both potato and tobacco 
much higher in the scale of values. 

The ‘bashful young potato’ is one of the most 
innocent amenities of civilization. Not so, unfor- 
tunately, tobacco. In The Accountant, not long 
ago, a, correspondent, a non-smoker himself, 
advanced the plea that smoking should be 
permitted at examinations. He pointed out that 
it is “at times when things are going badly’ that 
tobacco is most welcome to its devotees; and 
nowhere, we must all agree, do things go badly so 
consistently, for so many people, as in the examina- 
tion room. Other letters followed: from a heavy 
smoker who has had no time, in his examinations, 
even to think of tobacco; from another, who has 
passed in his desperation by way of glucose 
sweets and chewing gum to the chewing of 
blotting paper, but who thinks even so that 
smoking would not make the examination room 
more salubrious; from a third correspondent, 
who told us a pleasant story of the chess player, 
Nimzovitch, with the balance of its implications 
on the side of the smokers. 

It would be pleasant to believe that the amiable 
altruism displayed in this correspondence was 
typical of all discussion of such matters, but 
unfortunately it is within the experience of all of 
us that few angrier passions are roused in our 
ironically named civil life than those which are 
exercised in the smoking debate. From James I 
onwards it has been mainly the non-smokers who 
have been cross, the smokers, with Barrie their 
prototype, presenting an irritatingly complacent 
front through the fog of their own creation. In 
the nature of things this is to be expected: the 
non-smoker cannot easily annoy the smoker in a 
smoking compartment, the smoker is always and 
everywhere the aggressor. So, at least, must run 
our first thoughts. Our second, and juster, may 


sympathize with him who is deprived of his drug 
by rules erected by the restrictionist ‘anti’: and we 
may all be grateful to our first correspondent for 
inducing this more charitable thought. 
In business everywhere the question has to be 
settled by authority; and it is usually settled on 
the lines that those who serve in public are 
expected not to smoke, while those who work in 
private offices may do so. Even this division is 
not quite logical and, of course, where convention 


` and not authority has the decision, logic is even 


further to seek: a surviving inhibition still prevents 
most women from smoking in the street and 
from smoking a pipe or cigar anywhere; and. one 
wonders how long it will be before the historian 
pigeon-holes this modesty with the Victorian 
custom which sent men to smoke in attics and 
up chimneys. The rule for the examination 
room must also be authoritative, and all the 
authorities will probably ponder for a year or 
two longer before they change the general rule. It 
is interesting, nevertheless, to record that although 
there is a similarly general ban on smoking in 
libraries, there is an excellent library in the City 
of London, very well housed and highly efficient, 
where smoking is permitted. No morals can be 
drawn from isolated examples, but there at least 
no harm seems to have been done. 

Of course, even when smoking is permitted, 
there is a whole range of controversy in this 
highly controversial subject. The ashy untidiness 
of the cigarette, which so regularly leaves scars on 
desks when it falls out of its ashtray, is urged 
against the bubbling horror of the pipe, revealing 
in its too-rare cleaning deposits messy enough to 
reform all but confirmed addicts. Subdividing 
even further, the Virginian majority protests 
against the ostentation of the Turkish minority, 
and a whole multitude of varieties of pipe 
tobacco shout one aroma against another. The 
cigar, most obtrusive of all, is enviously approved 
by nearly everyone. 

In another country, we understand, smoking is 
forbidden in the cinema. We wonder if those who 
feel strongly that a non-smoking ban affects their 
work in the examination room would feel equally 
strongly that it would affect their enjoyment of 
the film. 
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BALANCING CHARGES 


The Madras Electricity Supply Corporation Decision 
by T. J. SOPHIAN 


HERE initial and wear and tear 
\ \ j allowances have been given in respect 
of machinery and plant, a balancing 
charge, or, on the other hand, a balancing 


allowance, might arise upon the sale or destruction 
or other event referred to in Section 17 (1) of 


the Income Tax Act, 1945 (now Section 292 of 


the Income Tax Act, 1952). 

Thus to take an instance, if the original cost 
was £2,000, and allowances totalling £1,000 had 
already been given in respect of the machinery or 
plant in question and the article was subsequently 
sold for £1,500, a balancing charge of £500 would 
arise, since £1,000 would have been ‘contributed’ 
in a sense by the Revenue, whereas the loss on 
realization would have been {£2,000—{1,500= 
£500, so that an adjustment against the taxpayer 
by way of a balancing charge would have to be 
made in respect of the extra {500 ({1,000— 
£500) as it were, contributed by the Revenue. 

But, on the other hand, if in the same set of 
circumstances the machinery or plant had been 
resold for £500, the ‘contribution’ of the Revenue 
towards the loss of £1,500 on realization 
(£2,000— £500) would have been. £1,000 and 
therefore short by £500 of such loss, so that a 
balancing allowance in respect of the balance of 
the loss, i.e. {500 would arise. 


Effect of Permanent Discontinuance 

In order that a balancing charge or allowance 
should have arisen it was essential, according to 
Section 17 (1) of the Income Tax Act, 1945, 
that the events on the happening of which the 
charge or allowance might arise, should happen 
‘before the trade ts permanently discontinued’. But 
see now, Section 24 and Schedule 6 of the Finance 
Act, 1952. 

But, by the proviso to Section 17 (1), there 
was expressly excluded for this purpose the 
notional discontinuance which would arise under 
Rule 11 of Cases I and II of Schedule D of the 
Income Tax Act, 1918 (now Section 145 of the 
Income Tax Act, 1952). 

Rule 11 dealt with the position where there 
was a change in a partnership or where there 
was a succession to a trade or business etc. 
Under Rule 11 (1), if all the partners both prior 
and subsequent to the change so elected, the 
assessment was to be made on the basis that the 


trade or business etc. would be discontinued at 
the date of the change. And under Rule 11 (2), 
where there was a succession there was likewise 
to be such a notional discontinuance. 

But as already stated, notional discontinuances 


_ of this kind were to be ignored for the purpose of 


determining whether a balancing charge or 
allowance had arisen. 

If, however, there was in fact a permanent 
discontinuance of the trade before the sale or 
other event referred to in Section 17 (1) took 
place, then a balancing charge or allowance would 
not arise. i 


Sale of Plant without Permanent 
Discontinuance of Trade 
Now it seems on the sale of machinery and plant, 
one of two things can happen when the seller 
ceases to trade himself. Either he may sell the 
machinery and plant and completely wind up 
his business without disposing of it to the buyer 
or to anyone else, or, on the other hand, he may 
at the same time dispose of his goodwill and 
business to the buyer of the plant or machinery. 

In the former case it may be argued that there 
would be a complete discontinuance such as to 
prevent a balancing charge or allowance arising; 
in the latter case, there would be no permanent 
discontinuance of the business of the seller, for 
although he himself might cease to carry on the 
trade, someone else would be carrying it on, and 
in the latter case the ‘accrual’ as it were of a 
balancing charge or allowance would not be 
affected. 

Scottish Decisions 
Reference on these points may usefully be made 
to two Scottish decisions. 

In CLLR. v. Reid (29 A.T.C. 217; 31 T.C. 
402) the sellers who had carried on a fishing 
concern, sold a fishing vessel. The vessel was 
owned in shares, but no partnership contract or 
other written agreement was entered into be- 
tween the respondents. The use to which the 
vessel was put and the division of the profits 
were regulated by the custom of the Scottish 
herring fishing industry. By that custom, a 
vessel would be owned by a number of persons 
who might or might not also be members of the 
crew. Each part owner would hold a number of 
shares in the vessel, not necessarily equally, such 
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shares usually amounting. in the aggregate to 
64. The fishing gear would be supplied by the 
net owners who might be but were not necessarily 
members of the crew. If an owner of shares in 
a vessel wished to sell them, it was customary to 
make such sale at the end of the fishing season; 
if the sale was made during the season the shares 
would ordinarily be offered in the first place to 
the other co-owners, but the part owner would be 
free to sell or mortgage his share as he pleased. 

In this case the respondents continued to 
employ their vessel in fishing until the date when 
they sold all their shares in it to the purchasers. 

Although the, Court held that there was a 
‘sale’ of plant in the circumstances, since the 
boat was obviously the heart and core of the 
fishing enterprise, and since all the shares in it 
were simultaneously sold out, yet in the circum- 
stances there occurred simultaneously with the 
out-and-out sale, a discontinuance of the business 
carried on up to that time by the sellers and a 
. balancing charge did not arise, since the Act 
provided that no balancing charge or allowance 
should arise, unless the sale occurred before the 
permanent discontinuance of the business. In a 
business sense the partners in the enterprise 
went into liquidation and retired from business, 
but the scheme of the Act required that a balanc- 
ing charge should be recoverable only from 
persons still carrying on the business in question. 


` Disposal of Partial Interest by Part Owner 
The other appeals heard with Retd’s case dealt 
with the case where there was a disposal of only 
part of the shares in the vessel, by some of the 
part owners. In such circumstances the Court 
held that there would be no sale of ‘plant’ but 
merely a sale of a partial interest in the vessel 
concerned, so that a balancing charge or allow- 
ance would not arise. 

. Under Section 17 of the Income Tax Act, 1945, 
as originally enacted, therefore, the mere sale of 
‘plant’ will not attract a balancing charge or allow- 
ance, unless the business of the seller either is 
continued by: the seller, or else is transferred 
together with the ‘plant’ sold to the purchaser. 


Sale of Business as well as of Plant 
With these cases one may usefully compare C.I.R. 
e ‘John Barr ([1953] 32 A.T.C. 93; 46 R. and L.T. 
217). There the business itself was also sold to the 
purchaser, but the Court of Session nevertheless 
held that there had been a permanent dis- 
continuance of the trade by the seller and that a 
balancing charge did not arise. This decision, 
however, seems to be wrong, for the Court 
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apparently did not take into account the pro- 
visions, referred to above, of Section 17 (1) of the 
Income Tax Act, 1945, to the effect that a 
notional discontinuance on a succession to a 


business, as occurred in this case, was not to be 


taken into account. 

Barr’s case, in any event, was criticized i in the 
English Courts, in Boarland v. Madras Electricity 
Supply Corporation ([x953] 2 All E.R. 467). In 
this case the company had sold its machinery 
and plant to the Madras Government as part of 
the sale of its undertaking, which was then carried 
on by the purchaser, the company itself going out 
of business and being wound up voluntarily. 
There was in this case likewise a ‘succession’ 
within Rule 11 (2) and a notional discontinuance 
of the trade accordingly. But the Court declined 


to follow Barr’s case and held that as the notional . 
discontinuance had to be disregarded a balancing ` ` 


charge could arise. 
Crown ‘A Person’ within Taxing Statutes - 


The main point, however, of Boarland v. Madras . 


Electricity Supply Corporation was whether the 
Crown could be regarded as ‘a person’ for the 


purpose of Rule i (2), and whether accordingly . 


there could be a ‘succession’ when the sale was 
to the Crown. The principle it was sought to 


establish, but without success, was that in order, 


that Rule 11 (2) should apply, it was necessary 
that the person succeeding should be a person 


~ who himself was chargeable to tax. And accord- 


ingly on such a view, it was argued that sales, not 


only to the Crown, but also to ‘a person who 


would not be chargeable to tax, such as a charity, 
or a person resident abroad and not trading here, 
had to be disregarded for the purpose of 
Rule rr (2). 

As far as the Crown was concerned, the Court 
took the view that the words ‘any person’ in the 
rule in question were wide enough to include 


a 


even the Crown. The Crown, it was pointed out, ` ` 


was regarded as a ‘person’ for the purpose of a 
taxing statute, and the reason why the Crown was 


not liable to tax was because of the exemption it . . 


enjoyed as the result of the Royal Prerogative. 
At the same time, having regard to the fact that 


the Crown is the grantee of taxes, it seems 
difficult to reconcile the idea of the Crown being” 


‘a person’ for the purpose of a taxing statute. 
However that may be, the position’ must be 
regarded as having been now established by the 
Madras Electricity Supply decision that ‘a person’, 
for the purpose of Rule 11 (2), will include any 


person and even a person who is exempt from 


liability to tax. 
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SLIDE-RULES FOR ACCOUNTANTS 


by R. ROBERT, A.C.LS. 


HE slide-rule, so far as accountants are 

concerned, still appears to be regarded 

with a certain amount of suspicion as 
an instrument best left in the hands of those 
who can afford to be content with results not 
required to be correct to the nearest penny. 
For the engineer perhaps, or even for the 
economist and statistician, the humble ‘guessing- 
stick’ may be a tool of some value, but for the 
accountant — no. 

Now there is much prejudice in this attitude 
(where it does in fact survive), and one ventures 
to suggest that, intelligently used, the slide-rule 
can in very many ways prove itself a real time and 
trouble saver. 


Many Different Types 

In these days several different forms of the 
instrument are available; those of the ‘pocket- 
watch’ and ‘telescopic tube’ types having many 
advocates and being more suitable for specific 
purposes. Others of orthodox design, with a 
slider which moves to and fro on a wooden stock, 
are specially marked to facilitate commercial 
calculations. These few notes, however, are 
concerned with the rule known as the ‘log-log’ 
tule, with which a great variety of all kinds of 
mathematical computations can be carried out. 

There will be no need to give an elaborate 
description, for it is no more than an ordinary 
slide-rule, which in addition to the customary 
A, B, C, and D scales, is provided with an 
additional one, making five in all. This fifth 
scale, running along top and lower edges, is 
useful in computing powers and roots when the 
exponents are fractional, and a practical use for 
it will be mentioned later. l 


Ease of Manipulation 
It is assumed that the reader will be well 
aware of the general logarithmic principles on 
which the slide-rule operates. Multiplication is 
effected by the simple operation of adding one 
length or section of the rule to another, while 
division is reduced to a reverse process, Anyone 
who can use a logarithm table should be able 
to manipulate a slide-rule with ease. In any 
case instruction books are usually provided with 
the instruments, and it is not even necessary to 
know the difference between a mantissa and a 
characteristic. The whole business is mechanical, 
the only real sine qua non, if the slide-rule is to 


be of value in making commercial calculations, 
being the ability to decimalize money with ease. 
(Although, here again, some rules have decimal 
conversion tables inscribed on the back of the 
stock.) The rest is almost entirely a matter of 
practice and facility in reading off the scales — for 
which keen eyesight is a great advantage in 
securing the highest possible accuracy. 

This brings us to the important point; for 
what specific accounting chores can the slide- 
rule be used? Obviously, it cannot be regarded 
as an adding machine, for it is an instrument 
designed only for multiplication and division. 
Nor does it entirely do away with a certain 
amount of mental calculation, as, for example, in 
deciding where the decimal point in the answer 
should be placed. The slide-rule, therefore, is no 
substitute for the adding machine; its usefulness 
lies in a somewhat different sphere. 


Examples of Usefulness 

Take a simple example in connection with dis- 
counts. The reader will doubtless be acquainted 
with the manufacturer’s invoice which quotes the 
price of an article at, say, 15s od plus eo per cent 
plus 374 per cent plus 25 per cent, less 50 per cent 
(an unholy practice which ought to be abolished). 
As an exercise in arithmetic this may not be very 
difficult, but it is rather tiresome when thrust 
upon an already overloaded brain. With a slide- 
rule the operation resolves itself into a few 
movements of slide and cursor. The money is 
decimalized, and three multiplications are then 
carried out, by 1'5, again by 1'375, again by 
1'25; a final division by 2, produces the required 
answer in a fraction of the time that it would 
otherwise take. 

Another way in which the slide-rule can prove 
its worth is in calculating percentages. Suppose 
a profit and loss account is being inspected, and 
it is desired to relate some particular expense, 
say stationery supplies, to the total overhead 
expenses. ‘This is again simplicity itself. In- 
spection of the two figures will reveal the approx- 
imate answer, and it is then only a question of 
dividing one figure by another. 


Value to Cost Accountants 
It is the cost accountant employed in industry, 
however, who finds the slide-rule of more 
general use, for with its aid he can convert 
square yards into square feet and square inches; 
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he can calculate diameters and circumferences of 
circles, he can find squares and square roots. 
Given the total costs of a batch of articles 
produced in a factory, he is able to make rapid 
calculations as to the cost of a single unit. And he 
may continue making calculations over a long 
period without mental fatigue. 

With the ‘log-log’ slide-rule, roots and powers 
involving a fraction can be worked out with 
comparative ease. The great value of this to the 
accountant is in making compound interest 
calculations; it is possible to work out by two or 
three movements of the slide how much, say, 
£98 will become in seven and three-quarter 
years at 6 per cent. 

The formula adopted is as ‘follows: 

£98 x (1°06)?# 
and the actual procedure is to find the answer for 
£1 only by means of the ‘log-log’ scale, and the 
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multiplication of this by 98 on one of the other 
scales. 

Compound interest may also be worked out 
on the ordinary type of rule, for as inspection of 
the above example will show, such calculations 
involve nothing more than a series of multi- 
plications: 1-06 is multiplied by 1-06 7} times, 
and granted careful manipulation the answers 
obtained can be surprisingly accurate — to the 
nearest shilling if not to the nearest penny. 

That the slide-rule has its limitations so far as ` 
accountancy work is concerned must be freely 
admitted. It is possibly more handy as a means 
of checking answers than arriving at them; but 
it is certainly a great boon to accountants with 
masses of statistics to interpret, and in the 
rarified atmosphere where accountancy merges 
into economics it becomes an almost indispen- 
sable aid. 


THE NATURE AND PURPOSE OF 
DIRECT TAXATION 


by F. SEWELL BRAY, F.C.A., F.S.A.A. 
Stamp-Martin Professor of Accounting 


S is fitting in a course of this kind, we have 
felt that our main concern was with the 
machinery and administration of taxation. It 

is our job to help our clients and the Inland Revenue 
with proper measurements of income and capital, 
and to make sure that at those points where we touch 
the system as professional advisers, we cause it to 
run smoothly and justly. Nevertheless, we too are 
taxpayers, for none of us escape the mesh. We feel 
the burden, and when we conjoin these personal 
feelings with professional experiences gathered from 
years of watchfulness over other people’s affairs, we 
sometimes find ourselves uneasy at the gathering 
momentum of direct taxation which time has revealed. 
It therefore becomes us to re-examine some prin- 
ciples in the hope of gaining a better understand- 
ing of its purpose. 

It is but a commonplace to remark on the growth 
of activity in the public sector of the national economy. 
The State has brought under its canopy larger and 
larger commitments necessitating bigger and bigger 
transfers of income to meet them. The machinery 
of direct taxation is a complex means of arriving at 
a simple end, namely: the utilization of part of the 
value added by economic activity in society to the 
outlay needs of the central Government; or, if you so 
prefer, a means of assessing and collecting individual 
and institutional contributions for application to 
the purposes of common spending and investment. 





A paper presented on Saturday a2oth at the Incorporated 


Accountants’ Residential’ Course held in Cambridge from ` 


September 17th to 2and, 1953. 


Mrs Hicks has recently told us that in the early 18708 
total taxes amounted to about 8 per cent of the national 
income; in 1953 they were approximately 40 per cent, 
and as most of us know so per cent of the latest 
figure of gross fixed asset formation ‘is now on 
public account’. It was not so very long ago that 
people simply thought taxation should be equal 
(not that incomes should be equal), and that it should 
be directed to the maintenance of the revenue, not 
to the guidance of commerce.? We still hear echoes 
of this point of view. 

Direct taxation has been with us for some years 
now, and as we are thinking in terms of principles 
it is unlikely that anything very new or original will 
show itself. Nevertheless, it is instructive to go back 
and look at what earlier writers have had to say on 
the subject, and to judge their views in relation to 
the legacies of two major wars and changing social 
concepts. Most of us will recognize that two wars 
and uncertainty in regard to future strife have 
perforce imposed magnitudes of strain which no one 
could have contemplated in the calmer moments of 
the past. Perhaps, after all, it is not surprising that 
our present tax structure looks such a patchwork job. 

Adam Smith, influenced by the social climate of 
his day, thought of those expenses of the sovereign, 
laid out for the general benefit of society, in terms of 
defence, the dignity of the chief magistrate, justice, 
L “The budget as an instrument o licy, 1837-1 
Ursula K. Hicks The Three Banks Roi ee e 
pages 16-17. 

*Cf. J. E. Cairnes, Political Economy and Laissex-faire, 
page 238. 
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roads and communications, education and religious 
instruction. These expenses are still of paramount 
importance, but there are interesting comments 
about education and religious instruction which bear 
repetition. Thus — “The expense of the institutions 
for education and religious instruction is likewise, 
no doubt, beneficial to the whole society, and may, 
therefore, without injustice, be defrayed by the 
general contribution of the whole society. This 
expense, however, might perhaps with equal propriety, 
and even with some advantage, be defrayed altogether 
by those who receive the immediate benefit of such 
education and instruction, or by the voluntary 
contribution of those who think they have occasion 
for either the one or the other.”! 

Adam Smith followed his chapter on the expenses 
of the sovereign by a discussion on the sources of 
revenue, and as is well known, he enumerated the 
‘following maxims of taxes in general. 

(i) ‘The subjects of every State ought to contribute 
towards the support of the Government, as 
nearly as possible, in proportion to their 
respective abilities; that is, in proportion to the 
revenue which they respectively enjoy under 
the protection of the State.’ 

(ii) ‘The tax which each individual is bound to pay 
ought to be certain, and not arbitrary. The time 
of payment, the manner of payment, the quantity 
to be paid, ought all to be clear and plain to the 
contributor, and to every other person.’ 

No doubt this is still a salutory piece of advice to all 
concerned with the machinery of direct taxation, but 
I think we should have a little English fun at the odd 
sound of the following corrollary: 
‘Where it is otherwise, every person subject to 
the tax is put more or less in the power of the 
tax-gatherer, who can either aggravate the tax 
upon. any obnoxious contributor, or extort, by 
the terror of such aggravation, some present or 
perquisite to himself.’ 

(iii) ‘Every tax ought to be so levied at the time, or 
in the manner, in which it is most likely to be 
convenient for the contributor to pay it.’ 

(iv) ‘Every tax ought to be so contrived at as both to 
take out and keep out of the pockets of the 
people as little as possible over and above what 
it brings into the public treasury of the State.’® 

In his Newmarch lectures delivered at the end of 
1919, Stamp said that: 

‘Indisputable as these rules may be, they are now 
inadequate to the practical task of bringing under 
judgment the many difficult issues that confront us.’? 
Accordingly he set himself the task of examining 

the situation from the standpoints of the taxpayer, 
the central Government, and economic society at 
large. He wanted to find a practical compromise 
which would be best from all three points of view. 

Elementally, the taxpayer. should look at the 


. 1The Wealth of Nations, Everyman edition, Vol. II, 
page 298. 
2 Op. cit., pages 307-308. 





2 The Fundamental E of Taxation, page 4. (Mac- - 


millan, 1936.) 
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benefits he receives from State expenditure. The 
costs that each person causes the State to incur 
should be refunded, but of course there are social 
expenditures which benefit poorer people who cannot 
afford to make refunds, and there are expenditures 
which promote socially desirable benefits, which 
some people do not want. Thus, at a comparatively 
late date in our political history, we evolved the idea 
that the natural means of handling the situation was 
to determine ability to contribute according to 
resource, or command over goods and services. 

But this expedient has brought its own problem. 
In his day, John Stuart Mill wanted equality of 
sacrifice with its universal sanctions of justice and 
morality, and he thought of it in terms of ‘neither 
more, nor less inconvenience . . . than every other 
person experiences from his (contribution)’. In our 
day, we may be left to wonder whether ability to 
contribute can be made coterminous with equality 
of sacrifice, for as our president has implied, the 
expropriation of wealth from the thrifty must be 
according to real national needs if redistribution is 
to be justified. Only just lately Dr Shehab has said: 

‘The point at which income is divided (for 
purposes of taxation) into necessary and super- 
fluous must be decided not solely by the individual’s 
needs but by reference also to national needs. An 
equilibrium must be struck between the two. It 
is in the light of both that the distribution of the 
national income between the private and the public - 
sectors of the national economy must be decided by 
the legislature, if the best results are to be obtained.’é 
The trouble with all this is blatantly apparent, 

and since it is almost impossible to be original when 
discussing a political topic of this nature, I make no 
excuse for drawing upon other people’s well expressed 
comments. As accountants we should be very 
familiar with ‘assumptions which are essentially 
conventional in character’. Therefore, to cite Pro- 
fessor Robbins: 

‘When, for purposes of discussion of . . . the effects 
of progressive taxation, we assume that the economic 
subjects are equally capable of deriving satisfaction 
from equal increments of income, we are certainly 
not even pretending to be talking about facts. If we 
were trying to make statements, about the facts of 
the situation, I suspect that most of us would say 
that people are not equal in this respect, that their 
capacity differs enormously. But that, of course, 
would be neither here nor there. For ‘good or for 
bad, what we are doing in this connection is to make 
statements about the logical implications of certain ` 
conventions which, at bottom, are political. It is as 
though we had said, society will not be just, or it 
will not run so as to yield good results, unless we 
act as tf the citizens were equally capable of satisfac- 
tions.’ 

Plainly there is much wisdom here. 





H Progressive Taxation, by F. Shehab. A study in the develop- 


ment of the progressive principle in the British income-tax. 
Oxford, Clarendon Press; London, Cumberlege. (1953). 

P Robertson on Utility and Scope, by Lionel Robbins. Eco- 
nomica, New Series. Vol. XX, No. 78. May 1953. Page ron 
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-I suppose that confiscation as a by-product of 
graduation has always worried politicians with an 
economic bent, I suspect it is still troubling them, 
although this time the question is cast in a different 
role. Again, I fall back on Dr Shehab for elucidation. 

‘There is a point beyond which graduation 
cannot ‘safely be carried as a pertnanent feature of 
the tex structure; evasion and disincentive are two 

. far-reaching factors that would preclude its applica- 
tion ‘in an arbitrary or extortionate form. > 


And so to the reviewer of Dr Shehab’s book in 


The Times Literary Supplement who puts 
‘the leading question of today — how to maintain 
the high yields of taxation which the demands of 
modern social welfare and of defence alike require 
Keen at the same time destroying the incentive 
to effort’. 


_Stamp has said that 


‘a progressive produce tax existed in Athens six 


centuries before Christ, and possibly an income-tax 
in Egypt a thousand years earlier, while in this 
country there was progression in the Ee and 
fifteenth centuries’.* 
Nevertheless, so far as this country is See 
the application of progression to incomes never 
became a basic principle of direct taxation until the 
development of those -economic ideas, associated 
with wants and their satisfaction, which looked at 
utility in terms of marginal increments. Marshall, 
you will remember, framed the matter thus: 


‘If we take a man as he is, without allowing time 
for any SEN in his character, the marginal utility 
of a thing to him diminishes steadily with every 
increase in his supply of it.’ 

‘A greater utility will be required to dace him 
to: buy sa sini) if beis. paor thant be. GE 


and 


‘the richer a man becomes the less is the marginal 

utility of money to him.’* 

We reach the situation in which progres 
taxation is thought to be justified on the 
that ‘we should. tax what can be spared’.® ie the 
argument does not end there, for Pigou, as it seems 
to me, explicitly worked his way into the field of 
redistribution theory. He said: 


‘it is evident that any transference of income from 
a relatively rich man to a relatively poor man of 
similar temperament, since it enables more intense 
. Wants to be satisfied at ube expense of less intense 
wants, must increase the aggregate sum of satisfac- 
tion. The old “law of diminishing utility” thus leads 
- securely to the proposition: Any cause which 
increases the absolute share of real income in the 
hands of the poor, provided that it does not lead to 


a contraction in the size of the national dividend, 





1 Op, cit. 
3 Op. cit., page 41. 
5 Principles of Economtics, page 94. 
t Page 95. 
* Page 96. 
* Paley in 1830. cE Stamp’s aes of Tasxation, page An. 
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from any point of view, will, in general, increase 
economic welfare." 


Again, and with rather more force, 


‘We must not hesitate, therefore, to conclude 
that, so long as the dividend as a whole is not 
diminished, any increase, within wide limits, in the 
real income enjoyed by "the poorer classes, at the 
expense of an equal decrease in that enjoyed by 
the richer classes, is practically certain to involve an 
addition to economic welfare.”® 


And, if we should want any more convincing, deg 
is this final pronouncement. 


‘Among other measures of inequality the most 
familiar is the mean square deviation from the mean. 
With ‘that criterion it can be proved that, assuming 
similarity of temperamerit among the members of 
the community, a diminution in the inequality of 
distribution probably, though not necessarily, in- 
creases the aggregate sum of satisfaction.’”®» . 

In this context perhaps we should remember that 


“Marshall wanted the State 


‘to use its powers for prompting such economic and 

social: adjustments as will make for the well-being of . 

the people at Jorge, "29 i 
At any rate, here we have most of the story to show 
us the influence of economic ideas on the progressive 
principle. and we cannot fail to. see that with the 
development of social aims, income redistribution 
has become a secondary but important feature’ of 
direct ‘taxation. Nevertheless, I doubt whether 
either Marshall or Pigou looked much ‘be SCH 
transfers at the margins of.incomes and I thi 
should especially notice Pigou’s proviso concerning 
the diminution of the national income as a whole. 
Surely this is a point at which such taxation becomes , 
inimical to the economic progress of society. and 
in any case there is much to be said for the contention 
that the process of taking away should not proceed 
beyond the legitimate needs of the State, although to 
define legitimate in this connection would want some 
doing. However, I think we can concede that some 
limits should be placed on very high incomes, and 
plainly very low incomes are undesirable. 

I think we must all concede that any direct tax 
upon incomes is only possible in a mature society 
with some stability of Government. It must be fair 
and equitable, and reach over the whole body politic. 
In general, it is desirable that a direct tax should, be 

aid as near to the receipt of the income, on which 
It is assessed, as can be conveniently contrived. The 
current year basis of assessment always has much to ` 
commend it, and in my judgment the present delay 
in the time of payment of sur-tax is a cause of aggrava- 
tion. ` 
In a talk of this kind, I think we should also just 
notice. a few questions ‘of principle which are very 
much the concern of the central Government, Stamp, 


1 The Economics of Welfare, page 89. 
"Op. cit., page 96. 

H Page 97. 

10 After-War Problems, page 317., 
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having had much experience, put them in the follow- 
ing form. He said that: 


“The State as a tax gatherer has to ask and answer 


the following questions: 

(1) Is the proposed tax economical, or will it cost 
an unwatrrantable amount to get in? 

(2) Is it within the powers of the administration for 
assessment and collection, or is it too full of 
difficulties to be workable? 

Allied thereto is the question: 

(3) Will it be specially open to evasion and provoke 
dishonesty? 

(4) Will the imposition of the tax tend to dry up the 
source of the tax, and so prove abortive for the 
revenue? 

(5) Does it raise political difficulties at home and 
provoke unrest? 

(6) Does it raise international difficulties or provoke 
conflict with other taxing jurisdictions?’* 

Most of these are obvious, but they bear restate- 
ment. In particular, I direct your attention to 
(3). If a tax is open to evasion then it is my view 
it is badly conceived. Legal evasion is not the same 
thing as dishonesty; it simply means that the im- 
plications of the tax were not properly thought out. 

And now for a few general topics, and perhaps a 
few ideas, relevant to the whole discussion. I cannot 
help feeling that the present level of direct taxation 
on enterprise profits is so limiting enterprise savings 
that there is less inclination to embark upon new 
ventures. The development of new lines is always 
marked by some uncertainty, and surely there is less 
propensity to be venturesome or progressive, and s0 
to face uncertainty, when enterprise savings are 
restricted. Thus, I hazard the view that in circum- 
stances of high direct taxation a foreknown existence 
of profits is rather more likely to bring about increased 
operating costs than resourceful asset formation and, 
as I think we all sense, resourceful asset or capital 
formation is essential if we are to hold our own in 
world markets. Moreover, enterprise always has 
regard for revenue-earning assets, whereas collective 
asset formation is so often too devoted to considera- 
tions of security and long-run welfare. 

A high direct taxation of enterprise profits which 
disregards the accounting implications of changing 
money values not only damps down progress, but 
can encroach upon business stability at existing levels 
of productivity. Shipping companies in particular 
are most sensitive to these effects. I quote from a speech 
of the chairman of the Union-Castle Mail Steamship 
Company to illustrate the point. 


‘Our wear and tear relief from taxation is based 
upon the actual first cost of the ships.... There has 
not been much imagination in the mental processes 
of those who have governed us in regard to the 
conundrum as to how industry is going to find the 
money for the necessary replacing of old plant, 
seeing they have prevented us from making anything 
like adequate provision to meet that requirement 
by refusing to relieve us of the penalizing effect of 





1 Principles of Taxation, pages 103-104, 
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taxation on moneys set aside for that purpose... . 
It surely cannot be over-simplification to suggest 
that sums definitely earmarked — frozen if need be — 
for rehabilitation of shipping fleets should be free 
from all taxation, on the clear understanding that the 
moment they are used for any other purpose they 
become subject to the full measure of taxatior at 
the rates then currently ruling.’? 

I know that by now this argument has become all 
too familiar. What is not so familiar is that normal 
quantities of stocks essential to the operating activity 
of a continuing enterprise involve fixed commitments 
of capital just as much as items of plant, and should 
be so treated when it comes to the assessment of 
enterprise profits. Surely, whatever the revenue 
requirements of the State, and the levels of rates 
necessary to meet them, it is time that the principles 
of direct taxation encompassed some economic 
principles of income measurement. I do feel that 
there is something serious in the statement of Sir 
George Christopher: 

‘that sums required to meet any enhancement in 

the costs of rejuvenating the fleet .. . have to be 

ser out of taxed profits or by borrowing or by 
(e) 

Direct taxation is an inevitable concomitant of 
life in civilized society, but it can be pressed too far. 
Sir Henry Clay has recently reminded us that prices 
secured and profits realized are not the same things as 
prices expected and profits planned.® We know that 
modern enterprise is repeatedly engaged in the 
attempt to forecast outputs and prices, costs and 
profits, and, most importantly, the balance of profits 
over which management has the outlay decision, i.e. 
profits after taxation, and dividend distributions. 
Accordingly, entrepreneurs think of income-tax as a 


material factor affecting prices. In the precise 


language of Sir Henry: 


“The industrialist thinks of income-tax as affecting 
prices, because it influences his decisions and 
therefore the volume of business and the terms on 
which it is undertaken. On a single deal the risk 
involved is balanced against the net gain to be | 
expected, and if the latter is reduced too far by tax, 
the deal will not be undertaken. On a project for 
increasing output, the cost of additional material 
and processing, adaptation and extension of plant, 
and other expenses, are all calculated; if the return 
to be expected after tax is not sufficient to cover 
these expenses, the project will not be worth under- 
taking. A tax on profits thus operates as a tax on 
enterprise, and tends to raise the cost of enterprise.’ 


One other point. Our president is never done with 
his criticism of the present range and amount of 
Government expenditure. He rightly regards such 
expenditure as an inflationary influence. The empha- 
sis, he argues, is always on the amount to be raised 
by taxation rather than on the curtailment of expendi- 


3? Speech by Sir George P. Christopher at the annual general 
meeting on May 28th, 1953. 

3ʻA note on taxation and prices’ ~ Progress, Spring 1953 
(Unilever Ltd). 
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ture. I do not think it is difficult to see that a too- 
ready dependence on the revenue from taxation can 
very easily veil the presence of ineffective and exces- 
sive expenditure. 

In our day we have seen the instrument of taxation 
used as one of the means of fostering a stable economy 
by way of the budget. You will remember the argu- 
ment. [t was the duty of the Government to counteract 
economic forces making for instability, and to this 
end budget deficits were respectable, provided they 

GC a full employment of resources and were 
ten down to an effective minimum. Keynes made it 
clear that consumption and capital (i.e. asset) 
formation, whether on Government or private account, 
had to be kept in line with such real resources as 
were available. Thus, it came about that taxation fell 
into position as one of the policy expedients of a 
planned economy.! If the private sector failed to 
satisfy the real identity between savings and asset 
formation, then the public sector, with the aid of 
taxation, must redress the balance on whichever side 
it occurred. No doubt all would have been well if 





1 It is interesting to observe that, in addition to intentional 
counter-cyclical changes brought about by Government 
action, progressive taxation produces certain automatic 
effects. Thus, Mr Lawrence H. Setzer, dealing with the 
individual income-tax in the United States, remarks that: 
‘An increase in personal income before taxes tends to bring 
about.a greater than proportional increase in income-taxe$ 
by subjecting the addition to the higher graduated rates 
and by adding to the number of persons on the tax rolls. 
The rise in the disposable, after-tax incomes of households 
ig thereby moderated. Conversely, a decline in personal 
incomes brings about a greater than proportional reduction 
in income-taxes and,’ therefore, a less than proportional 
decline in the disposable incomes of households. Beyond 
these automatic effects are the very substantial counter- 
cyclical changes in disposable personal incomes that 
Congress may now achieve by seemingly modest alterations 
in the level of personal exemptions and credits and in the 
tax rates applicable to the first bracket of taxable incomes.’ 
Thirty-third Annual Report ~ National Bureau of Economic 
Research Inc, New York, May 1953. 
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public outlay had not proved so intractable, and 


international equilibrium so insecure. 

I think we do well to remind ourselves that Govern- 
ment outlay depends upon the real income of the 
nation, especially that part of it which comes through 
enterprise, and that, however we look at it, such 
outlay can only be met out of that which remains 
after the living necessities of the community have 
been satisfied.* This is but the bare bones of the 
problem. Private savings are vital, whether trans- 
ferred to the central Government or retained in 
private ownership, and, at bottom, it is for this 
reason that some have favoured an expenditure 
rather than an income-tax. By far the greater part of 
private savings comes from corporate enterprises, 
but, as we have seen, it is unlikely that sucn enter- 
prises will be progressive if the greater part of their 
savings is delivered out of their jurisdiction. Moreover, 
a policy which sets the sights of individuals in terms 
of living necessities, and the provision of a minimum 
security, will end up by damping effort and restricting” 
incomes. Defence expenditure in an unsettled world 
is inevitable, but the costs of a collective provider, 
and the costs of a central administration must never 
be allowed to endanger the free generation of incomes 
or the spirit of bold undertakings. 

Fiscal policies, then, must have regard to the means 
available and the effect on national product. It should 
never be forgotten that effort, savings and the free 
acceptance of risks are vital to our future welfare. 
Again, it should not be assumed that the State 
always has the best qualifications for spending. 
Nevertheless, methods of taxation have to be tested 
by trials and errors. If they sometimes go too far, at 
least thereby they mark some points of strain; 
points which may serve to aid the course of future 
generations. 





3 Much the same comment has been made by Professor 
R. C. Tress in his article ‘Trends in public finance’, 
Lloyds Bank Review, July 1953. 


WEEKLY NOTES 


Chartered Accountant on Board of B.O.A.C. 
Mr Basil Smallpeice, B.COM., a.c.A., Financial 
Comptroller of British Overseas Airways Corpora- 
tion since 1950, is being appointed to the Board of 
B.O.A.C. The main object of this new appointment, 
which is expected to come into effect soon, is to make 
cial control at board level. 





New Zealand Society of Accountants: 
New Secretary Appointed 

Mr A. W. Graham, B.COM., A.R.A.N.Z., Wellington, 

has been appointed secretary of the New Zealand 

Society of Accountants and editor of The Accountants’ 

Journal, New Zealand, and takes up his duties this 

month. He succeeds Mr J. M. Tocker, M.COM., 
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ence in cost accounting and factory administration. 
He was promoted to his present position in 1949. 

He has taken a keen interest in debating and was 
a member of the Wellington Junior Chamber of 
Commerce team which last year won the A Grade 
Parliamentary Shield donated by Wellington Members 
of Parliament for competition among local debating 
teams. This year he is leader of the chamber’s team, 
which is a finalist in the national inter-chamber 
contest. He is also honorary secretary of the Ngaio 
branch of the National Party. i 


Higher N.C.B. Surplus 


Higher coal prices continue to have a favourable 
effect on the quarterly financial returns of the 
National Coal Board. It will be recalled that there 
was a surplus of £500,000 in the first quarter of this 
year, and this has now been followed by one of 
£808,000 for the second quarter. The most en- 
couraging feature of this higher surplus is that it 
takes account of the Whitsuntide and Coronation 
holidays. The profit figure has been struck after 
reserving £2 million for taxation and an estimated 
interest payment to the Ministry of Fuel of Zog 
million. 

While the financial position has at least temporarily 
achieved some stability there is much less cause for 
satisfaction on the side of output and employment. 
At present, output is about 2-5 million tons lower 
than last year and, in order to get back to the 1952 
level of production, there will have to be an increase of 
170,000 tons in the weekly tonnage raised. Further, this 
will have to be achieved in the face of a decline in the 
labour force. Poor recruiting figures since the height 
of the summer have failed to offset normal wastage 
and employment has been reduced by 7,000, of 
which 2,000 are face workers. ` 

Some of this development was foreseen earlier in 
the year and provision was made for imports. So far, 
about 208,000 tons have come into the country. 
There is, however, some comfort in the current rather 
gloomy coal picture in the fact that exports have 
done better than for the same period of 1952, though 
perhaps not as well as the Coal Board had hoped. 


B.E.A.C.’s Net Loss 

Although the experience of British European Air- 
ways Corporation is in some respects similar to that 
of B.O.A.C. in the year ended March 31st, it clearly 
has special difficulties in dealing with the shorter 
runs and congested terminals of Europe. In conse- 
quence, its financial results are somewhat less 
encouraging than those of its sister Corporation. They 

are very creditable in some respects, nevertheless. 
In the year ended March 31st, 1953, B.E.A.C. 
_ made a net loss of £1,459,131. The main causes of 
this deficit are the cut in the tourist allowance which 
"E in February 1952 and lasted until March of this 
ear, the fuel strike in the United States, and fog. On 
the other hand, the Corporation is satisfied that the 
trend of operating costs is in the right direction and 
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there has been a reduction in the load factor neces- 
sary to break even. 

In the new year it is expected that there will be 
substantial gains from operating the new aircraft 
which have been coming into service and the Corpora- 
tion hopes to cease working at a loss at the end of 
another two years. 


Output During the Holidays 


According to the official index, industrial production 


continues to keep ahead of the corresponding period 
of 1952. In July the index registered 110 compared 
with 102 in the same month of 1952; that is a clear 
gain of 8 points. This compares with an advance of 
6 points for the month of June. 

From information available at present, it seems 
probable that in August the index will be around 
tos or 106 and if this should be so, the improvement 
for that month will have been 6 or 7 points. 

These encouraging figures are marred, however, by 
the unsatisfactory performance of coal-mining. The 
index for mining and quarrying was down by 10 
points during July and is thus tending to keep down 
the total index. The implications are more than 
statistical for the next few months. If there is no 
significant improvement in the volume of coal produc- 
tion it is going to be difficult to maintain a high level 
of industrial activity without endangering the level of 
coal stocks and hence potential industrial activity in 
the early months of next year. 


Sharp Fall in Rayon Production 


Rayon has experienced its first large set-back since 
the recovery in the textile trades began just about a 
year ago. Total production was at 37°1 million Ib in 
July, in other words at a record level, but it fell away 
in August by 22 per cent to 28-8 million 1b. Holidays 
are the reason given for this sharp set-back and it is 
indeed understandable that after a period of recovery 
spread over twelve months with production records 
broken on three occasions, advantage should be taken 
of the opportunity to overhaul machines during the 
slack period. i 

Nevertheless, the fall is a severe one and not in 
accordance with trends for the same period of 1952 
and rgs1. In 1951, it is true, there was a decline, but 
it was of smaller dimensions than the one that has 
occurred this year. Last year, production held its 
own during August and then soared through Septem- 
ber and October. 

Figures for the next few months will be watched 
with interest to see if at last the recovery in textiles 
shows signs of coming to an end. With export markets 
showing some resilience and the home market enjoy- 
ing a high level of industrial activity coupled with a 
fairly stable cost-of-living in the short run, there is 
every likelihood that recent gains in the textile 
industries will be held. But if there were signs even 
of a small easing off, wholesalers might decide to 
run off stocks with at least temporary adverse effects 
on the textile industries. 
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REVIEWS 


Exchange and Trade Control in Theory and 
f Practice 


by H. E. Evitt s 
(Sir Isaac Pitman & Sons Ltd, London. 2os net) 


‘This is the third edition of a book on exchange 
control and regulation as these have developed since 
the war. It is concerned with the principles on 
which administrative practice in this field is -based 
and not with detailed accounts of mechanism and 

rocedure. Since the last edition, the London 

oreign exchange market has been reopened and the 
European Payments Union has been inaugurated. 
There was therefore good reason for bringing the 
book up to date, and it is the closing chapters of the 
book, which deal with the developments in exchange 
control techniques in the last year or two, which will 
appeal to the general reader and. the student. Here 
in one place is a fairly detailed account of the opera- 
tion of E.P.U.~a subject which can usually be 
studied only by tedious references through current 
financial journalism. 


Mathematics of Investment 
by William L. Hart 


(D. C. Heath & Co, Boston, U.S.A.; ve 
George G. Harrap & Co Ltd, London. 25s net) 


‘This book is for the specialist or would-be specialist. 
Tt offers a first course in the theory and application 
of annuities certain and the mathematical aspects of 
life insurance. The aim of the book has been to adapt 
‘the material, eapecially those parts dealing with 
annuities certain, to the needs and the abilities of 
‘the student. Being American, the author has had in 
‘mind the typical student in a college of business 
administration in the United States. It is not there- 
fore prepared to fit automatically into one of the 

curricula in this country. With that 
-warning given, the exposition of the book and the 
-exercises will be of interest to students and to those 
-who have the oversight of the preparation of students’ 
“material. 


Home and Foreign Investment 
by A. K. Cairncross 
(Cambridge University Press, London. 30s net) 
“This series of studies in capital accumulation in the 
Victorian era has been in the making for a number 
of years and several of the papers have been brought 
-up to date for publication. Within the scope of a few 
lines it is not possible to comment effectively on the 
‘individual chapters. The book has the great merit 
of being incisive (Professor Cairncross sin a his way 
fastidiously through difficult statistical material in 
some of the chapters) without ever being dull. It 
goes over a period of British economic history 
-which has been noted for easy assumptions in the 


past by economists rather than for careful examina- . 
tion. The author asks a number of basic questions - 
about the growth of capital in Victorian times and 
the effects of accumulation at home and abroad, and 
offers tentative answers. This is a book not only for 
the academic economist but also for the student 
once he has imbibed the principles of ‘classical’ 
economics and is ready to challenge certain of their 
assumptions. It is a book too for the general reader 
interested in economics, for as well as being clear 
and readable it can be dipped into a chapter at a time. 


Illustrations to Income Tax 
Fifth Edition 
by A. S. Silke, M.Com.(Hons.) (Cape Town) 
C.A.(S.A.) 


(Juta & Co Ltd, Cape Town. 671 6d net) 


The title of this book does it less than justice, for it - 
implies a much more limited scope than it does in 
fact encompass. Nevertheless, it serves to stress the 
author’s strongly-held conviction that to become 
expert in income-tax one must not only know the law 
but also be able to apply it accurately in concrete 
cases, in terms of figures. Accordingly he gives more 
than 100 worked examples within his text. 

Also included are income-tax tables showing the ` 
tax payable by individuals in the various provinces 
of the Union of South Africa, the provincial tax 
ordinances, a summary of the recommendations of 
the committee of inquiry into the Union Income Tax 
Act, the text of ten double taxation agreements and 
of the Union Income Tax Act, ‘1941. The book is 
thus complete in itself. Its first edition, published 
only seven years ago, had an immediate success 
which has continued for successive editions. 


RECENT PUBLICATIONS 


PERSONNEL RECORDS, edited and revised by Gordon Bevan, 
M.C. vili+51 pp. 10X6. 7s 6d net. Industrial Welfare 
Society, London, 

Four Essays IN ACCOUNTING Tarory, by F. Sewell Bray, 
F.C.A., F.8.A.A. 94 pp. 84 X 54. 15s net. Oxford University 
Press, London. 

E aL ACCOUNTING, by Leslie V. Wheeler. 144 pp. 

X 5$. ars net, post free ats 6d. Gee & Company: 
CN Ltd, London. 

MEN OF MATHEMATICS, Vol. I, by E. T. Bell. xii + 3a1 Pp. 
7 X 4$. a8 6d net. Penguin Books Ltd, Harmondswo: 
Middlesex. ` 

MEN op MATHEMATICS, Vol. II, by E. T. Bell. xix — xxiv + 
323 — 645 pp. 7 X 4%. 2s 6d net. Penguin Books Ltd, 

EE iddlesex. 
LEGAL ASPECTS OF Business, by H. R. Light, B.8c. 
(Lon), F.C.18. xvii + 318 pp. 9 xX sh. 15s net. Sir 
saac Pitman & Sons Ltd, London. 

REGISTER OF DEFUNCT AND OTHER COMPANIES REMOVED 
FROM THE Stock EXCHANGE OFFICIAL YEAR BOOK, z953- 
iv + 505 pp. ro X 7. £1 10s net. Thomas Skinner & 
(Publishers Ltd, London. 

FASTER THAN THOUGHT, edited by B. V. Bowden, M.A., 
PH.D.(CANTAB.), xix + 416 pp. 9 X 6. 35s net. Sir Isaac 
Pitman & Sons Ltd, London. 
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FINANCE AND COMMERCE 


London stock markets, while not showing any great 
amount of activity, appear to be quite confident and, 
taken as a whole, Ge are well maintained on the 
higher levels established shortly after the recent 
‘reduction in Bank rate. The lead is taken by British 
Government securities, but home industrials are 
receiving a measure of support. 


Beechams 


If any of our readers can obtain a copy of the 
Beecham Group’s publication, they will. have an 
excellent example of modern company reporting. 
The whole thing runs to twenty-four pages but in 
the interests of space we have taken for reprint the 
summarized consolidated balance sheets and the 
set-out of trading results, the latter appearing in 
the chairman’s review. 

We have also extracted from the statistical matter 
the tables showing home sales, export and overseas 
sales, and export and overseas profits. It may look 
in the reproduction rather like a mass of figures but 
it does bring out the strong endeavour which the 
Beecham board makes to show how this widespread. 
business is going on. 

The statistical material issued by this company 
goes so far as to include the statement that ‘the sales 
in the home market of the Group’s proprietary foods, 
medicines and toilet products at ex-factory prices 
amounted to £10,947,528. The equivalent retail 
sales value, i.e. the amount paid over the counter 
by customers, was approximately £20,293,000. 


The dissection of this last figure shows, among . 


other things, that advertising and sales promotion 
took 10 per cent of £20-odd million, while whole- 
salers’ and retailers’ margins took 25 per cent and 
purchase tax 20 per cent. Of the balance, supplies, 
wages, depreciation and other expenses absorbed 
38 per cent and income-tax and profits tax 4 per cent, 
leaving 3 per cent as net profit for reserves and 
dividends. 

Another interesting feature in the report is the 
detailed review of the group’s activities in the 
western hemisphere. It is the intention of the board 
from time to time to ‘turn the spotlight of attention’ 
on to one aspect of the group’s business. 


Congratulations 


Congratulations to the board of The Morgan Crucible 
Co Ltd on the improvement this year, which, as 
the ‘Notes on changes in style of presentation’ point 
out ‘provide a more pleasing layout’. . 

The main point is the presentation of group and 
parent balance sheets together over two opposite 
pages, group with comparisons to right and parent 
to left of the narrative. Detail has been eliminated 
to a considerable extent from the actual balance 
sheets, one interesting departure being the state- 


ment in a separate ‘box’ above the liabilities side of 
the capital structure. The balance sheets proper, 
therefore, open with ‘preferential stock, as above’, 


‘amalgamating two lines of preference capital and 


then in the next group down ‘ordinary stockholders’ 
funds’ showing ‘ordinary stock, as above’, amalgamat- 
ing three lines of ordinary followed by the reserves 
and undistributed profits. 

A further innovation is the bringing of the detail 
into the direct context of the balance sheets instead 
of overleaf. This is done by extending the balance 
sheet pages with ‘fly-folding leaves’ carrying the 
notes on the balance sheet items so that with 
the fly leaves opened out, there is the whole of the 
balance sheet position and the separate notes. 
Balance sheets cover 17 inches wide by roi inches 
and with the fly leaves open, the width is extended to 
29 inches. 

A further addition this time is the five-year com- 
parative statistics from which we have taken the 
narrative and the figures of the last year to March 

Ist. 

i Next year the board should give turnover ; 
Their view apparently is that owing to the Group’s 
wide ramifications, turnover figures might be mis- 
leading or at least might be inaccurately interpreted. 
There might, for instance — a0 we understand the 
board’s view — be a weighing down on the results 
of the main business by the inclusion of the results 
of new departments in course of development. Surely, 
however, such factors can be explained by the 
chairman with the figures. 





THE MORGAN CRUCIBLE CO LTD 
COMPARATIVE STATISTICS OF THE GROUP 














1953 
D 
Issued Capital . ee ei ge Ze Se .. 4,538,960 
Roserves Including Future Tax .; oat Wi se e 4,359,958 
Minority Shareholders’ Interėst .. i 416,886 
Long-term Liabilities 1,005,238 
Total Capital Employed ,, £10,321 ,042 
£ 
Fixed Assets — Goodwill .. Se Sé e e e.. 2,392,158 
Land, Bufldings, Plant andiEquipment .. .. 3,121,186 
investments .. D Ei e ‘i d 287,393 
Not Current Assets 4,519,705 
Net Additions to Land, Bulldings, Plant and Equipment 362,481 
Group Profit before Tax .. 1,524,758 
waton Déi CS Sc 816,836 
Group Profit after Tax £707,922 
£ 
Profit attributable to Ordinary Stockholders .. 615,420 
Net Dividends paid to Ordinary Stockholders .. 166,816 
Profit retained in and for che Business £448,604 
Profit retained as percentage of Ordinary Stockholders Funds A 
Profit-distributed as percentage of Ordinary Stockholders Funds 28 


AN 
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Fees Waived 


We seem to discern in the report of the directors of 
Bambergers Ltd, the timber importers, an acknow- 
ledgment that a review of business conditions 
should accompany the year’s accounts. The report 
refers shareholders to the accompanying chairman’s 
statement dealing with trading conditions. 

One has to remember the fact that the large 
majority of shareholders in public companies, often 
with many investment interests, cannot give the time 
and expense to travelling to company meetings. All 
shareholders should therefore be placed on the same 
footing so far as information is concerned. 

There is an interesting item in the notes on this 
company’s accounts. The managing directors, it is 
stated, have waived part of the emoluments to which 
they are entitled under their agreements condition- 
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ally upon their not being asseased to taxation on any 
part of the amounts so waived. 

The accounts show directors’ emoluments for 
management at £36,402 as compared with £36,996, 
but there is no indication of the total entitlement 
and the amount conditionally waived. 


Money Market 


Applications for {270 million in Treasury bills 
offered on September zech totalled £362,150,000, 
compared with applications of £340,630,000 the 
previous week when £280 million in bills was available. 
‘Tenders at £99 or 4d received about 7o per cent of 
requirements, and those above in full. Average dis- 
count rate worked out at £2 2s Bord compared with 
£2 3s 0-06d per cent the previous week. The amount 
to be offered on Friday, October 2nd, is to be 
increased to £280 million. 





BEECHAM GROUP LIMITED 
Summarized Consolidated Balance Sheets 





Current Assets: 
Debtors and Stocks. ne Six DÉI 
Balances at bankers and Cash in hand , v 


Current Liabilities: 
Bank Overdrafts Ss eh oe yê we os a 
Trade Creditors dm ep Si Ar Sg 
Other Creditors and Provistons ni D vi D 


Net Current Assets or Working Capital 
Fixed Assets .. DI ` DÉI 


Goodwill, Formulas, Trademarks, ete, and excess of Get: valie over par value 


of shares In Subsidiaries... DÉI 


Consolidated Net Assets ar 
Interests of Outside Shareholders In Substdiarles |. 


Surplus så A Ge di Di 


Representing: 
Issued Share Capital: 
10 per cent Cumulative Preferred Shares 
4% per cent Redeemable Cumulative Preference Shares 
Deferred Shares 5x DÉI ee oe DÉI 


Reserves: 
Capital Reserves... ex es Se 
Revenue Reserves .. bg T DÉI 








1949 1950 1951 1952 1953 

£ £ £ £ £ 
6,130,763 7,131,843 8,805,919 9,771,911 8,495,454 
524,280 672,745 660,388 473,983 1,229,798 
£6,655,043 £7,804,588 £9,466,307 £10,245,894 £9,725,252 

£ £ £ £ £ 
a ae 4,413, on 1,295,604 1,188,393 = 2,618,811 676,233 
D 1409 2.205,212 2,972,795 2,690,273 2,660,934 
D Ss 862, 318 1,017,084 1,468,121 1,419,403 1,534,495 


£3,686,448 £4,517,900 £5,629,309 £6,728,507 £4,871,662 




















£ £ £ £ £ 
2,968,595 3,286,688 3,836,998 3,517,387 4,853,590 
4,295,965 4,447,271 4,246,448 4,717,503 4,903,732 
10,952,668 $1,194,672 11,092,750 11,205,149 * 11,044,303 
18,217,228 18,928,631 19,176,196 19,440,039 20,801,625 
5,921,529 5,993,831 5,976,237 5,874,815 5,832,424 
, £12,295,699 £12,934,800 £13,199,959 £(3,565,224 £14,969,201 

£ £ £ £ D 
2,000,000 2,000,000 2,000,000 2,000,000 2,000,000 
« 1,500,009 1,500,000 i „500,000 1,500,000 1,500,000 

1,512,500 1,512,500 1,512,500 1,512,500 1,850, 
£5,012,500 £5,012,500 £5,012,500 £5,011,500 £5,350,000 

£ £ D £ £ 
5,227,042 5,550,855 5,451,668 5,578,574 6,261,988 
2056,157 2,371,445 2,735,791 2,974,150 3,357,213 
£7,283,199 £7,922,300 £8,187,459 £8,552,724 £9,619,201 





£12,295,699 £12,934,800 £13,199,959 £13,565,224 £14,969,201 





Distribution of Trading Profits 


Trading Profits .. 


Taxation e 

Redemption of Preference Shares 

Dividends to: 
Outside Shareholders in Subsidiaries .. 
Beecham Group Preferred and Preference Shareholders 
Beecham Group Deferred EE es 

Profits retained In the Group 








1948/49 1949/50 1950/51 1951/52 1952/53 
£1,816,843 £2,427,430 £2,735,077 £2,605,058 £2,531,518 

. £ £ £ £ D 
951,451 1,361,759 1,602,166 1,509,856 1,563,472 

‘ 22,963 37,535 24,666 25,71 26, 
179,206 191,365 189,877 182,142 174,402 
147,125 147,125 147,125 140,437 {40,437 
299,475 332,750 331,237 324,713 390,350 
216,623 356,896 440,006 422,191 235,975 
£1,816,843 £2,427,430 £2,735,077 £2,605,058 £2,531,518 
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The total trading profits of the ECH Group for the year ended March 31st, 1953, amounted to £2,531,518 compared with £2,605,058 tn the pravious year 

































































£ £ 
The Group's Income from sales of Its proprietary products amounted to .. S a Së EN SS ie ~» $9,193,361 
The Group’s Income from sales by its grocery wholesale companies amounted to Gi Ss va dé ee ,, 5,958,735 
Toral £25, 152,096 
£22,620,578 of this Income was required for: £ 
Raw materials, supplies and services. 15,555,624 
Salaries, fees, wages, pensions and pension scheme costs, paid to or on behalf o of directors and employees, Including sa 
articlpation In profits .. yi a di ds Se S 3,051,894 
Advertising and sales promotion .. X at ait pa d Ss ors Se Ei e SE Sé YS 3,626,680 
Depreciation of plant and other fixed assets ` —— Sie Se ei or P si ae a Sie Se Si 386,380 
Leaving £2,531,518 which was distributed as follows: 
8riclsh Income-tax and profits tax and overseas taxation 1,563,492 
Redempuon:p payments and fixed dividends to preference shareholders and dividends to other outside sharcholdors in sub- SAITO 
sidiarles . Se oe eh Ss Ka ' 
Dividends on the deferred shares of Beecham Group Ltd 1) Se PA are Ge D Di Di 390,350 
The remainder, £235,975, was retalned in the business as additional working capital. 
BEECHAM GROUP LIMITED 
Export and Overseas Profits 
Year ended March 31st 
Market 
1951 1952 1953 
£ 
U.S.A, and Latin America Sg Si i% Z ne 286,206 246,930 102,405 
Canada ai d ai a) ae 186,170 128,252 166,583 
Australia and New Zealand |. ak a ve . 803 114,725 37,113 
Malaya and the Far Ease. Sé Or 198,897 201,726 182,691 
South, East and West Africa, Rhodesia, ete. | Së . 247,588 294,867 216,471 
India, ‘Pakistan, Burma and Ceylon ., D: SS SE 110,934 152,518 42,538 
Continent of Europe and Eire . E D 109,776 112,253 135,533 
Egypt, Palestine, North Africa and Mediterranean eg Sé 29,845 15,529 19,709 
Other markets .. CH D Sei Ze <i gé 97,824 114,553 89,183 
1,367,043 1,378,353 992,226 
Less Expenses of Export Departments a ~ a 100,150 133,045 SS 97,971 
£1,064,207 £1,266,893 £1,245,308 £894,255 
* Including profits for fifteen months In respect of certain overseas subsidiaries, 
This table includes profits of agency business In certain oversees markets. 
S Export and Overseas Sales of Group Products 
Year ended March 31st 
Market d 
1949 1950 1951 ae 1952 1953 
£ £ £ 
U.S.A. and Latin America a DÉI oe an D 1,494,644 446, 5 2,343,271 2,576,798 2,760,069 
Canada .. Zi é% ais af G 431,062 661,755" 609,767 { 713, 
Australia and New Zealand. Se i ie H 701,397 837,924 1,027,815 1,075,758 854,597 
and che Far East Se de Se 259,030 324,428 467,967 1,235 455,467 
sak East and West Africa, Rhodesia, eta .. Si ate 941,145 1,152,550* 1,303,913 1,629,618 1,579,967 
India, ‘Pakistan, Burma and Ceylon .. Sp aN ex 329,890 375,026 490,690 590,221 445,64 
Continent of Europe and Eire . ak Ka 127,292 165,059 319,434 821,114ł 926,814t 
Egypt, Palestine, North AMIA and Mediterranean a an 154,682 98,464 126,732 149,361 134,306 
Other markets .. DÉI M oe. me 166, 67} 297,015 316,945 427,889 375,200 
£6,358,827 £7,006,734 £8,426,116 £8,245,833 











| £4,605,813 


* Including sales for fifteen months In respect of cortaln overseas subsidiartes. 


E order to be comparable wich sales tn other markets the 1951-52 and 1952-53 sales In the Continent of Europe have been computed ona differant 


ls from that adopted In previous years. 


Home Trade 
Year ended March 31st 


A 








































1949 1950 1952 1953 
£ £ £ £ 

Proprietary Foods dë es e e e DÉI 2,060,252 1,981,362 3,178,146 3,982,553 
Proprietary Medicines .. d i ae AN Gë 2,794,982 3,208,233 3,191,108 649 3,031,462 
Proprtetary Toilet Products ., ine aa e Sp 2,655,953 3,607,071 3,990,801 4,007,260 3,933,513 
7,511,187 8,796,671 9,787,602 10,058,055 10,947,528 

Sales by Grocery Wholesale Companies es oe as 5,611,892 5,731,900 6,272,433 6,927,153 5,958,735 
Total .. ve en te £13,123,079 £14,528,571 £16,060,035 £16,985,208 £16,906,263 
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CURRENT LAW 


Apprenticeship Deed 


In McDonald v. John Twiname Ltd (Law Fournal, 
July 24th, 1953), the Court of Appeal held the 
defendants liable on an apprenticeship agreement in 
the form of a deed executed by the plaintiff and his 
father, and merely stamped by the defendants with 
their name. The plaintiff was dismissed for mis- 
conduct which, though it amounted to the breach of 
an express term of the agreement, was not such as to 
justify the defendants in summarily dismissing him. 
He was accordingly entitled to damages. Sir Raymond 
Evershed, M.R., held that the affixing to the deed of 
the name of the company was a sufficient execution 
within Section 32 (1) of the Companies Act, 1948. 


Sale of Goods — Dispute — Arbitration 


Buyers agreed to sell zinc ingots from sellers under 
a contract, one term of which provided that resort 
should be had to arbitration to settle a dispute, in 
accordance with the rule of the London Metal 
Exchange of the National Association of Non- 
Ferrous Scrap Metal Merchants. A dispute went to 
arbitration and an award was given in favour of the 
sellers, but the buyers sought to declare it a nullity 
on the ground that their arbitrator was not qualified. 

Parker, J., held that, the buyers having acted all 
along as if their arbitrator was qualified, they could 
not now contend that he was not. The award was 
therefore valid. (Oakland Metal Co Ltd v. D. Benaim 
& Co Ltd.) (Law Times, July 24th, 1953.) 


Friendly Societies Act, 1896 


In Re Pilkington Brothers Lid Workmen's Pension 
Fund (Law Journal, September 4th, 1953), a friendly 
society sought to amend the trust so that a body 
corporate could be sole trustee. The Registrar of 
Friendly Societies refused the application on the 
ground that the change was contrary to the Friendly 
Societies Act, 1896. 

Danckwerts, J., held that the provisions of the 
1896 Act were not inconsistent with the appointment 
of a corporation as a trustee, for a corporation was 
capable of complying with Section 23 (4), relating to 
the signature of a resolution; and, therefore, no 
contrary intention within the meaning of the In- 
terpretation Act, 1889, Section 19, being proved, the 
word ‘person’ in Section 25 (4) of the Act of 1896 
included a body corporate. The Registrar was thus 
directed to register. 


Defect of Title: Solicitor’s Negligence 
In Pilkington v. Wood (Law Journal, August 28th, 
1953), the plaintiff bought a house in Hampshire, 


the vendor conveying as beneficial owner. The- plain- 
tiffs’ solicitor failed to inform him of a defect in the 


title. The plaintiff later contracted to sell, but the 
prospective purchaser discovered the defect and 
refused to complete, as a result of which the plaintiff 
was put to considerable expense. He accordingly sued 
his solicitor for damages, but the latter contended 
that he should first proceed against the vendor in 
respect of breach of the covenant implied under 
Section 76 (1) (A) of the Law of Property Act, 1925. 

Harman, J., held that the duty of the plaintiff to 
mitigate the damage did not extend to obliging him 
to sue the vendor; nor was he under a duty to re-sell 
so that the damage might be quantified. The solicitor 
was guilty of negligence; he had no knowledge, how- 
ever, of the poasible effect of his negligence in causing 
the plaintiff unnecessary expense and thus this was 
not recoverable against him. 


Fire Insurance: Arbitration 


A policy of fire insurance provided for arbitration 
and that an award should be a condition precedent 
to legal action against the insurers; it further provided 
that if a claim was fraudulent, all benefit under the 
policy should be forfeited. 

Early this year the insurers repudiated a claim on 
the ground that it was brought fraudulently and the 
claimants began this action. The proceedings were 
stayed under the Arbitration Act, 1950, Section 4 (1) 
on the insurers’ application and later an appeal 
against the stay was dismissed by Barry, J., without 
prejudice to the claimants’ right to apply for an order 
under Section 24 (2) of the Arbitration Act, 1950. 

The Divisional Court held that it was the appro- 
priate Court to which an application under the Act 
should be made (Kruger Townwear Lid o, Northern 
Assurance Co Ltd.) (Law Journal, September 4th, 


1953). 
Will: Qualification 


The Court of Appeal have reversed the decision of 
Vaisey, J., in the case of Re Allen, deceased, Faith v. 
Allen and Others (Law Journal, September 18th, 
1953). The facts were that a testator left real property 
to the eldest son of F. ‘who shall be a member of the 
Church of England and an adherent to the doctrine 
of that Church’; further that if there were no son of 
F. in that category, then the property should go to W. 
The Court of Appeal held that these words consti- 
tuted not a condition precedent, but a qualification 
or limitation, and did not create a condition subse- 
quent; and that, therefore, the requirement was not 
void for uncertainty. The Master of the Rolls (Sir 
Raymond Evershed) and Birkett, L.J., held, further, 
that it was not impossible for someone to prove 
adherence to the doctrine of the Church and that he 
should be given an opportunity to satisfy the Court 
that he substantially complied with the testator’s 
requirements. Romer, L.J., dissented on this point. 


j 
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Rent Restriction: Alternative Accommodation 


In Barnard v. Towers (Law Journal, September 18th, 
1953) the landlord claimed possession of.a house 
which came under the Rent and Mortgage Interest 
Restrictions (Amendment) Act, 1933, on the ground 
that suitable alternative accommodation was available. 
This accommodation consisted of a house of which 
the tenant was joint owner and which she would be 


obliged to share with her sister, who was already 
living there. 

The Court of Appeal held that the accommodation 
was not suitable alternative accommodation within 
Section 3 (1) (b) of the Act in respect of a tenant who 
had exclusive occupation of the house to which the 
landlord claimed possession, and thus no order would 
therefore be made. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Civil Engineering Plant 
SIR,- I am engaged on the taxation matters of a 
client who is engaged as a civil engineer building 
roads, airports, etc. Such work necessitates the pur- 


chase of heavy excavators etc. usually solely for a 


specific contract. 
In the financial books of the company such items 


of plant are charged direct to the specific contract 


and on completion of the contract, the value of the 
plant is brought back at a valuation to the general 
plant account. 

For tax purposes it would appear that such items 


of plant must be disallowed as a charge to the 


contract and dealt with on an initial and annual 
allowance basis. 

The depreciation is so heavy on this type of plant 
and its market value at the end of the contract so 
_little, that. the normal tax method has proved to be 
“not sufficient, with the result that tax is paid on 
profits which ‘have not been realized. 


Have ang of your readers any experience of a 


similar case or whether the Revenue will allow the 
method used in the company’s own financial accounts? 
Yours faithfully, 
London, Wr}. BUXTON, Cass & CO. 


Professional Accountants in the 

Civil Service 
Sm, - Mr G. McLachlan, B.COM., A.S.A.A., with his 
stimulating article on the scope of the profession in 
your issue of September 12th, poses some real 
problems in the development of the profession in our 
post-war society. There is one development in the 
Civil Service which he seems not to know, and which 
may be of interest to him and to the profession 
generally. 

It will be recalled that in May of last year there 
was published a report of the Committee on the 
Organization, Structure and Remuneration of the 
Professional Accountant Class in the Civil Service. 
The Institution of Professional Civil Servants had, 
of course, given evidence to that Committee and, 
in the course of that evidence, had stressed the 
inadequate use that was made of the professional 
accountant and the valuable contribution that could 


be made by the professional accountant were he 
transferred into the administrative class. As a result 
of that evidence, the Committee, in paragraph 39 of 
its report, says: 

‘The professional accountant class is a small one of 
recent creation and operates in a field which is not 
closely linked with the normal work of the Civil 
Service. We feel that as a result of these circum- 
stances there is a danger of the potentialities of its 
members for work other than that falling wholly 
within the professional field being overlooked. It is 
disturbing that not a single place, so far as we have 
been able to discover, has been found in the principal 
grade for a man of professional accountant origin. 
This fact is the more striking when it is remembered, 
on the one hand, how considerable is the part played 
in business and industrial administration by men 
drawn from that source and, on the other, how 
substantial has been the contribution of the other 
professions and the executive class accountants to 
the administrative grade of principal and through it 
to the administrative class as a whole. It is significant 
too that, despite the vital part played by professional 
accountants in their capacity as cost accountants in 
the successful handling of contract work, no use has 
hitherto been made of them on the non-professional 
work of the contracts directorates.’ 

So far, the Treasury has given no indication of the 
steps that they will take to implement this part of the 
report, but the Institution is, of course, making this 
a major point in its activities on behalf of professional 
accountants in the Civil Service. 

Yours faithfully, 
STANLEY MAYNE, 
General Secretary. 
‘THE INSTITUTION OF 
PROFESSIONAL CIVIL SERVANTS. 
London, SWI. 


The Accountant and the Farmer 


Sm, ~For some considerable time, but more 
particularly since the voluminous correspondence in 
your columns regarding replacement profit, I have 
wondered how deep a knowledge of economics is 
desirable in an accountant. 

In your issue of July 18th last, Mr R. W. Smith, 
O.B.E., T.D., F.C.A., states in his third article on “The 
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accountant and the farmer’ (with reference to wealthy 
‘week-end’ farmers): 
‘When the comment is made that they do it at 

the expense of the community because they have a 
tax rebate at the top rate, let us also remember that 
they provide employment, a market for equipment, 
and work for many other trades; they do get some 
measure of production from uneconomic land; thus, 
much of what they recover from the exchequer goes 
back indirectly.’ 

I should have thought that the first three things 
we are asked to remember only aggravate the expense 
to the community, and that only in so far as some 
measure of production results from farming uneco- 
nomic land or its farming has value from an experi- 
mental point of view could these efforts be described 
as economically desirable. 


Yours faithfully, 
Waltham Cross. W. N. WALTER (Mrs). 


[Mr Smith writes: I consider that the answer to 
your correspondent is fully covered in the two para- 
graphs of the article which follow immediately after 
the one which she criticizes. These paragraphs read 
as follows: 


‘It is undoubtedly true that but for high rates of ` 


taxation this type of farmer would largely disappear, 
but he is not the drone that many suppose him to 
be. The history of the agricultural industry gives 
many examples of successful experiments to improve 
the economics of farming which could only have 
been initiated by the owners of exceptional capital 
resources. If such activity succeeds in bringing 
poor land back into cultivation there is every reason 
for giving it the right sort of encouragement. There 
is quite obviously a useful field of activity here for 
the accountant whose guidance on costs and financial 
information is vitally necessary if such experiments 
are to be successful. The farmer who is operating at 
a satisfactory margin of profit might well observe 
with some justification that he does not need the 
services of an accountent to dissect his figures and 
to advise him how to improve his results, but where 
there are continual losses or a narrow margin of 
profit, a proper diagnosis of the state of financial 
health becomes essential. 

‘At a time when we are in need of the greaest 
possible production of home-grown food and when 
we have the astonishing paradox of the continual 
requisitioning of good farm land for other purposes, 
everything possible should be done to encourage 
those who are prepared to risk considerable losses 
in order to bring unproductive and marginal land 
back into full production.’] 


‘Management Accounting: the Cash Forecast’ 
Sir, — I was very interested to read Mr Liddington’s 
article on the above subject in your issue of Septem- 
ber roth. I agree wholeheartedly with his observa- 
tions on the value of the ‘cash forecast’, especially 
during a period of expansion. 

I thought, however, that other of your readers, 
not so well versed in the production of these forecasts 
as Mr Liddington, might be interested in the accom- 
panying example (a U.S.A. importation) which I have 
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found to be quite ideal in practice for presentation 
to management. 

In the same way as Mr Liddington suggested, a 
capital. forecast ig prepared and the outstanding 
balance used in the summary and, in addition of 
course, a detailed profit computation is also produced. 

The balance sheet items in the column marked 
‘actual’ are, of course, taken from the accounts at 
December 31st, 1952. 

The forecast itself can be brought up to date 
monthly from the normal monthly accounts. 


Example Casa Forecast 
Twelve Months to December 318t, 1953 


Actual Estimated Increase 























Working Capital e Se E 
Cash .. 150,000 30,000 180,000 
Debtors 250,000 300,000 50,000 
Stocks 500,000 550,000 50,000 

900,000 820,000 80,000 
Current Liabilities {120,000 {160,000 £40,000 
SUMMARY OF AVAILABLE CASH £ £ 
Forecasted profit for year before 
taxes ~ per computation 200,000 
Add Estimated depreciation to 
be charged x wi 20,000 
180,000 
Less Dividends 50,000 
Net cash from Profits .. 130,000 
Cash Balance at January 1st, 1953 150,000 
Total Available 280,000 
Depucr Së 
Debtors .. Se d aen 50,000 | 
Stocks .. 50,000 . 
Current Liabilities iss 40,000 Í 
Capital Expenditure ~ per Fore- 
cast 150,000 
Taxes payable during year 100,000 
310,000 
Overdraft at December 31st 30,000 
Minimum Cash Requirements 70,000 
Cash Deficit after providing for all 
taxes payable during year £100,000 





Yours faithfully, 
C. L. METCALFE. 
Higham Ferrers, Northants. 


. Receipts and Audit: Gardening Profits 


Sir, — I should like the opinion of members of the 
profession on the following: 

(a) Is it the duty of an auditor to a limited com- 
pany to insist that all receipts above £2 pro- 
duced to him should bear a stamp? 

(b) If someon: cultivates in the yard surrounding 
one’s residence vegetables and flowers, and 
the business yields a certain income, is that 
income taxable? 

Yours faithfully, 


Nicosia, Cyprus. A. JOANNIDES. 
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NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


TAXATION AND RESEARCH COMMITTEE 


The seventy-first meeting of the Taxation 
and Research Committee was held at the 
Institute on Thursday, September ryth, 


1953, at 2 p.m, 
Present: Mr G. G. G, Goult (in the chair); Messrs K. W. 
Bevan, T. Fleming Birch, W. G. Campbell, P. F. Carpen- 
ter, J. Cartner, R. M. Chapman, T.D., D. A. Clarke, 
J. Clayton, R. W. Cox, W. G. Densem, R. B. Dixon, 
S. Dixon, W. P Elliott, 0.B.E., A. R. English, E. S, Foden, 
F. M. Gilliat, G. S. Hamilton, E. A. Harris, N. B. Hart, 
0.B.E., T.D., E. N. Macdonald, p.r.c., J. H. Mann, M.B.E., 
G., P, Morgan-Jones, R. A. Palmer, T.D., A. H. Proud, 
P. M. Rees, m.c., P. V. Roberts, C N. Storey, H. F. 
Strachan, A. G. Thomas, W. F. Tidswell, G. L. C. Touche 
and G. H. Yarnell, with an Assistant Secretary of the 


Institute. 
Standing Sub-Committees 


Reports of standing sub-committees as below were 
received and discussed: 


General Advisory Sub-Committee (including pro- 
gress reports by three drafting sub-committees). 

Management Accounting Sub-Committee (includ- 
ing progress reports by two drafting sub- 
committecs. 

Taxation Sub-Committee. 


\ Ad hoc Sub-Committees 
The .chairmen of three special sub-committees 
reported progress. 
Membership 
The following appointments to membership of the 
committee for the year commencing October rst, 
1953, were reported: 


Nominated by the Council: Messrs P. F. Carpenter, 
FCA, D. A. Clarke, LL.B., F.c.a., A. R. English, A.C.A., 
W. S. Hayes, A.C.A, G. L. C. Touche, B.A., F.C.A., and 
E. F. G. Whinney, M.A., F.C.A. à 

Nominated by District Societies’? Committees: Birmingham: 
Messrs S. Kitchen, F.c.a.. and W. F. Tidswell, A.C.A. 
Bristol: Messrs E. A. Harris, F.c.a., and P. V. Roberts, A.C.A. 
East Anglia: Messrs F. J. Eves, F.c.a., and G. G. G. Goult, 
E.C.A. Hull: Messrs N. B. Hart, ong, T.D., M.A., LL.B., 
F.C.A„ and H. F. Strachan, F.c.a. Leeds: G. N. Hunter, 
F.C.A., and R. Walton, F.C.A. Leicester: Messrs R. A. Palmer, 
TD, M.A, FCA, and G. H. Thomas, a.c.a. Liverpool: 
Messrs E. N. Macdonald, D.F.C., F.C.A., and C. P. Turner, 
ACA. London: Messrs A. H. Cheney, a.c.a.. W. G. 
Densem, F.C.A., A. P. Ravenhill, F.c.a., and E. K. Wright, 
M.A., F.C.A. Manchester: Messrs F. Carruthers, A.C.A., 
snd F. M. Gilliat, p.c.a. Northern: Messrs R. M. Chapman, 
T.D, M.A, F.C.A„, and D. P. Walton, A.c.a. Nottingham: 
J. B. Burnie, F.c.a., and R. W. Cox, F.C.A. Sheffield: Messrs 
S. C. Hand, F.c.a., and A. G. Thomas, F,C.A. South Eastern: 
Messrs W. P. Elliott, 0.B.E., M.A., LL.B., A.C.A., and CG, H. 
Yarnell, F.c.A. South Wales: R. P. Brown, A.C.A., and E. S. 
Foden, F.c.a." 


The following members were co-opted for the 
year commencing October rst, 1953: 


Messrs R. D. R. Bateman, M.B.E., A.C.A, T. Fleming 
Birch, F.c.a., J. Corner, a.c.a., J. Clayton, A.C.A, R. E. 


Davis, a.c.A., S. Dixon, M.A., A.C.A., G. S. Hamilton, 
A.C.A., J. Latham, C.B.E., A.C.A., J. H. Mann, M.B.E., M.A., 
F.c.a., G. P. Morgan-Jones, M.A., F.c.A., R. J. Ogle, B.SC., 
A.C.A., and A. H. Proud, A.C.A. 


Appointments to Sub-Committees 
The following members were appointed to standing 
sub-committees for the year commencing October 
ISt, 1953: , l 

General Advisory Sub-Committee: Chairman and Vice- 
Chairman of the Taxation and Research Committee (ex 
officio); Messrs R. D. R. Bateman, T. Fleming Birch, 
R. P. Brown, J. B. Burnie, F. Carruthers, R. M. Chapman, 
J. Clayton, W. G. Densem, W. P. Elliott, F. J. Eves, G. S. 
Hamilton, E. A. Harris, G. N. Hunter, J. H. Mann, R. J. 
Ogle, H. F. Strachan, A. G. Thomas, G. H. Thomas, 
W F. Tidswell, G. L. C. Touche, C. P. Turner, and 
E. F. G. Whinney. 

Management Accounting Sub-Committee: Chairman and 
Vice-Chairman of the Taxation and Research Committee 
(ex officio); Messrs T. Fleming Birch, P. F. Carpenter, 
J. Cartner, A. H. Cheney, R. E. Davis, W. G. Densem, 
S. Dixon, G. G. G. Goult, W. S. Hayes, J. Latham, A. P. 
Ravenhill, P. V. Roberts, D. P. Walton, R. Walton and 
G. H. Yarnell. Recommended for Co-option: Messrs K, W. 
Bevan, J. B. L. Clark, J. B. Prentice and F, J. Weeks. 

Taxation Sub-Committee: Chairman and Vice-Chairman 
of the Taxation and Research Committee (ex officio); 
Messrs D. A. Clarke, R. W. Cox, A. R. English, E. S. Foden, 
F. M. Gilliat, G. G. G. Goult, G. S. Hamilton, S. C. 
Hand, N. B. Hart, S. Kitchen, E. N. Macdonald, G. P. 
Morgan-Jones, R. A. Palmer, A. H. Proud and E. K. 
Wright. Recommended for Co-option: Messrs H. D. Bessemer 
and J. E. Talbot. 


Chairman and Vice-Chairman 
Mr G. S. Hamilton, A.C.A., and Mr T. Fleming 
Birch, F.C.A., were unanimously appointed Chairman 
and Vice-Chairman respectively of the Taxation and 
Research Committee for the year commencing 
October rst, 1953. 


Next Meeting 
The next meeting was fixed provisionally for Thurs- 
day, October 15th, 1953, at 2 p.m. 


Personal 

Messrs J. Jackson Sarnt & Co, Chartered Account- 
ants, of 22 Lowther Street, Carlisle, and Workington, 
Penrith and Cockermouth, announce that Mr 
HERBERT JAMES RIGG, F.C.A., F.S.A.A., who has been 
a partner in the firm for the past thirty years, has 
retired as at June 30th, 1953. Arrangements have 
been made for the retention of Mr Rice’s services in a 
consultative and advisory capacity. The firm will be 
continued under the same style by the remaining 
partners. 

Messrs SMITH, MATHESON & KATER, Incorporated 
Accountants, announce that they have removed their 
offices from Whittington House, 20 College Hill, 
Cannon Street, London, EC4, to 2 Holmes Road, 
London, NW, Telephone: Gulliver 1169. Branch 
offices will be maintained at 250 Harrow Road, 
London, W2 (Telephone: Cunningham 4191) and 3 
Carlos Place, London, Wx (Telephone: Mayfair 1168). 
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Messrs Fryer, Surron, Morris & Co, Chartered 
Accountants, of 12 Coleman Street, London, EC2, 
and 26-28 Cross Street, Reading, announce the 
retirement from the firm of Mr R. G. SUTTON, F.C.A., 
on September 3oth, 1953. The practice will be ‘carried 
on under the same name by the remaining partners. 

Mr D BROOKE, A.C.A., announces that he has 
commenced in practice at 99 High Street, Gosport 
Hants. Telephone: Gosport 8663. 

Messrs Hopcson, Harris & Co, Chartered 
Accountants, announce that they have admitted as a 
partner, from October 1st, 1953, Mr RONALD KIRK, 
who has been with the firm for many years. 


Professional Note 


Mr Robert Ralph Miller, A.8.A.A., F.c.1.8., has been 
appointed a director of Silentbloc Ltd as from 
September 24th, 1953. Mr Miller retains the secre- 
taryship of the company. 


‘Obituary 


WILLIAM Prick HALE, B.COM., F.C.A., AS.AA. 
We heard with great regret of the death on September 
25th at his home at Leamington Spa of Mr William 
Price Hale, B.COM., F.C.A., A.8.A.A., a partner in the 
firm of Daffern & Co, Öhartered Accountants, of 
Coventry. 

Mr Hale’s age was 49. He was admitted an associate 
of the Institute in SE? elected a fellow in 1935, and 
was a past-chairman of the Coventry Branch of the 
Birmingham and District Society of Chartered 
Accountants. He became a member of the Society in 


1932. 


A prominent figure in local affairs, Mr Hale bad 


been a member of Leamington Town Council and 
was chairman of the Council’s Finance Committee 
from 1950 to 1952. He was a governor of Kingsley 
School (formerly Leamington High School for Girls) 
and he had been appointed a governor of Studley 
Agricultural College in 1951. 
Mr Hale was a. freemason of St John’s Lodge, 
Coventry. 
Chartered Accountant appointed 
Police Commander 


Mr T. A. Furse, M.B.E., A.C.A., senior partner in the 
firm of Cox & Furse, Chartered Accountants, of 
Birmingham, has been appointed to the newly 
created post of Chief Commander of Birmingham’s 
Special Constabulary. Mr Furse, who has been con- 
nected with the City’s ‘specials’ branch for twenty- 
seven years, will be responsible for the administration 
of a force nearly 1,000 strong. 


Long Service Awards 
Mr W. T. Tanser, J.P., F.C.A., F.C.L8., a partner in 
the firm of Taylor, Tanger & Co, Chartered Account- 
ants, of Leicester, and chairman of the Executive 


Committee of the Ideal Benefit Society, presented ` 


long service awards to nine employees of the 
Society at a meeting held recently. This is the first 
occasion that such awards have been made by the 
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Society, the ‘precedent being established to com- 
memorate the Society’s Diamond Jubilee Year. The 
recipients, whose length of service ranged between 
twenty-five and thirty-seven years, each received a 
clock. 


' Everest Expedition Leader addresses 
Incorporated Accountants i 


At a luncheon of the Incorporated Accountants’ 
London and District Society held at the Connaught 
Rooms, WCz2, last Monday, Col. Sir John Hunt, 
C.B.E., D.8.0., leader of the successful Everest expedi- 

tion, emphasized to members and guests the value of: 
organization far ahead in the recent successful 
attempt on Everest. He brought laughter from his 
SEN with hia stories of the difficulties of trans- 

rting large quantities of cash. 

Të Sir John gave his opinion that the reason for their 
success which transcended everything was that all 
who had made the attempt before were in fact con- ` 
tributing to the final results. He emphasized the 
virtues that went to the building up of comradeship, 
and said that the members of the expedition were ` 
united by a great ideal. 

Mr H. Basil Sheasby, M.B.E., F.C.A, F.S.A.A, 
chairman of the district society, presided: he was 
supported by Mrs Sheasby. A vote of thanks, delight- 
fully proposed by Mr J. A. Jackson, F.8.A.A., immediate 
past-chairman, was passed with loud applause. 


American Institute of Accountants . 
SIXTY-SIXTH ANNUAL MEETING 

Mr Jay A. Phillips, of Houston, Texas, president of 
the American Institute of Accountants, has announ 
that Mr Meyer Kestnbaium, president of Hart, 
Schaffner & Marx and chairman of the Committee for 
Economic Development, has been selected as the 
principal speaker at the sixty-sixth annual meeting. 
of the Institute to be held from October 18th to 
22nd in Chicago. 

Among the forty-eight speakers who will address 
more than 2,000 certified public accountants and 
wives are Mr T. Coleman Andrews, c.P.a., Commis- 
sioner of Internal Revenue, and Mr Walter J. 
MacDonald, president of the Canadian Institute of 
Chartered Accountants. Other speakers will partici- 
pate in technical sessions dealing with direct costing, 
local practitioners’ problems, state CP A. societies, 
taxation, accounting principles, auditing, budget 
preparation, and other problems of professional 
accountants. 

Social events have been planned, including a 
reception, a musical comedy, and a dinner dance, 
with special tours and entertainment for wives of the 
C.P. A.s. 

Third Inter-American Accounting 
Conference, 1954 
The Third Inter-American Accounting Conference - 
is to be held in São Paulo, Brazil, under the auspices 
of the Federação dos Contabilistas do Estado de São 
Paulo, from November 14th to 21st, 1954. 
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Tenth International Management Congress 


The Tenth International Management Congress of 
the C.I.0.S. (Comité International de l’Organisation 
Scientifique) is to be held from February 19th to 
24th, 1954, at São Paulo, Brazil, as part of the fourth 
centenary celebrations of the founding of that city. 

The general theme of the Congress will be ‘The 
leadership role of management’ and reports on various 
aspects of this subject are being submitted for dis- 
cussion by national committees of eight countries, 
including Belgium, Netherlands, Switzerland, Italy, 
Sweden, France, U.S.A., and Great Britain. 

The report from Great Britain will deal with 
‘The application of modern management technique 
to the smaller enterprise’. 


The Value of Management Accountancy 


‘Millions of pounds’ worth of labour effort, materials 
and resources are wasted daily in this country. Much 
of this waste could be eradicated if only the causes of 
inefficiency could be located and remevedy Manage- 
ment accountancy can do much towards achieving 
this.’ 

So said Mr Stanley J. D. Betger, M.C., PC. 
director and secretary of the Tosttite of Cost ind 
Works Accountants, in a papér on ‘Recent develop- 
ments in management accountancy’ which he pre- 
sented at the annual conference of the Chartered 
Institute of Secretaries at Bournemouth on Friday 
of last week. 

Mr Berger made the point that increased prosperity 
in Britain can only be brought about by management 
which, however, ‘should pay much closer attention to 
management accountatcy’ He said: 

‘In an industrial society it is expected that the general 

standard of life will be continually improved. This is not 
a natural law. It can come about only if all give their best, 
but the prime responsibility rests squarely on manage- 
ment. Management is the only group whose actions can 
be decisive in bringing about the desired increase in 
prosperity. I believe there is an urgent need for inculcat- 
ing greater cost consciousness in the minds of workers 
and management alike.’ 


Report on the Census of Production for 1950 


Volume 12! of the report on the census of production 
for 1950 has now been published. The volume covers 
the gas supply industry, electricity-supply industry 
and water undertakings. Further volumes will be 
published at short intervals. . 





1 Report on the Census of Production for 1950. Vol. 12: 
Gas, Electricity and Water. H.M.S.O. 1s 6d net (by post 
1td "extra). 
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Assistant Official Receiver Appointments 


The Board of Trade have appointed Mr W. Scaife 
to be Assistant Official Receiver for the Bankruptcy 
District of the County Courts of Northampton, 
Bedford and Luton; the County Courts of Ipswich, 
Bury St Edmunds, and Colchester; and the County 
Courts of Cambridge, Peterborough and King’s 
Lynn. This appointment takes effect from Septem 
ber 14th. 

Mr George Frederick Morris, 4.3.4.a., has been 
appointed an Assistant Official Receiver in the Bank- 
ruptcy (High Court) Department, and Mr Arthur 
Aaron Walter an Assistant Official Receiver in the 
Companies (Winding Up) Department. These ap- 
pointments take effect from September 21st, 1953. 


Edinburgh Chartered Accountants’ 
Golf Club - 


The Edinburgh Chartered Accountants’ Golf Club 
held their autumn meeting over the Luffness course 
n September 23rd in ideal weather. 

vA scratch competition and a bogey competition 
were run separately, the Scratch Medal being won by 
Mr D. A. B. Cunningham with a score of 75. In the 
bogey competition no less than three players, Mr 
D. A. Beaton, Mr M. W. Taylor and Mr A. Fother- 
ingham, returned-scores of 7 up and will accordingly 
play off to decide the custody of the Cup presented by. 
the former Society of Accountants in Edinburgh. 


The Chartered Accountant Students’ Society 
of London 


The following meetings of the London Students’ 
Society will be held next week: 


Monday, 1.0 p.m. (at the Library): Lunchtime discussion 
on examination questions. 

5.30 p.m. (at the Institute): Lecture on ‘Investment in 
assurance’ by Mr E. P. Hatchett, F.1.a., Deputy Con- 
troller, Prudential Assurance Co. 

Tuesday, 1.0 p.m. (at the Library): Lunchtime discussion 
on examination questions. 

5.30 p.m. (at the Institute) (limited number): Demonstra- 
tion of amazoo accounting. 

Wednesday, 1.0 p.m, (at the Library): Lunchtime discussion 
on examination questions. 

4.0 p.m. (in Guildhall): President’s Meeting. The Lord 

ayor will be present. Address by Marshal of the 
R.A.F. Sir John Slessor, G.c.B., D.8.0., M.C. 

Thursday, ZO p.m, (at the Library): Lunchtime discussion 
on examination questions. 

5.30 p.m, (at the Institute): Demonstration debate. 

Friday, I.0 p.m. (at the Library): Lunchtime discussion on 
examination questions. 

5.15 p.m. (at the Institute); Introductory course lectures 
on (1) ‘The fundamentals of accountancy’; (2) ‘The 
law and its branches’, 
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Office Management Association 


The Bristol and West of England Branch of the 
Office Management Association is holding a one-day 
conference at The Grand Hotel, Bristol, on October 
27th, when Mr Geoffrey J. Mill, Assistant Comp- 
troller of J. Lyons & Co Ltd, will give a paper on 
‘The filing and indexing of documents’. In addition, 
there is to be an exhibition of office equipment 
relating to the subject. 

Further information concerning the conference 
may be obtained from the secretary of the branch, 
Mr A. J. Knight-Chaffey, of John Swain Ltd, ‘The 
Grove, Bristol. 


TWENTY-FIVE YEARS AGO 
From ie Accountant or OCTOBER 6TH, 1928 


Extract from a letter to the Editor, 
The Companies Act, 1928 


Want of space forbids calling the attention of your, 
readers to many other absurdities in the new Act, 
but one is inclined to say with Hamlet, “Thus bad 
begins, but worse remains behind”: for although the: 
last section of the Act provides for its coming into 
operation on such day as His Majesty’s Privy Council 
may appoint, I am informed by the Comptroller of 
the Companies Department of Great George Street, 
Westminster, under date the 27th September, that 
out of the 118 sections, 117 sections will not come 
into operation at all |}! 

The Comptroller quotes a statement made by the 
Lord Chancellor on the Committee stage of the Bill, 
two days before it was passed, to the effect that “‘there 
shall be no attempt to bring the Bill as a whole into 
operation until consolidating legislation has been 
passed through both Houses of Parliament” some 
time during next year ||| 

Surely our legislators—in this year of grace 1928 
have surpassed all previous Parliamentary records in 
legislative fatuity. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or OCTOBER 5TH, 1878 


A Note in Passing 
The Audit of Railway Accounts 


It is not often that a more sensible and business like 
letter than that which recently appeared in the city 
article of the Times from the pen of “H. N. C.” is 
allowed to figure in the columns of that eminent 
journal. Referring to Messrs. Burnand’s annual tables 
of railway averages, this writer remarks that “it is 
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impossible to rise from the examination of the accounts 
of our railways without a strong desire to see some 
efficient and independent audit established to contro? 
them. Nothing is more unsubstantial or delusive or 
could be more unsatisfactory than the present system. 
Gentlemen are elected as auditors who are merchants, 
or shipowners, soldiers, sailors, or lawyers, anything 
in fact rather than professional accountants.” 
“H. N.-C.” then goes on to point out that “‘these 
amateur critics of the companies’ financial operations 
are virtually nominees of the board whose doings they 
are to criticise, and are supposed to control; while the 
payment for the audit is so utterly inadequate as to 
suggest the perfunctory and superficial nature of the 
work that is expected.” What we want, it is asserted, is 
“a professional independent audit, with the power to 
enforce it.’ We have so frequently sought to inculcate 
this truth, that we need scarcely say that its new 
exposition commands our entire approval; but we may 
congratulate our readers upon the appearance of so 


ise and judicious a letter, especially as it adorns a 
EE lately had in it an unusual amount 
of calumnies upd professional accountants. 


x 
Overseas*Economic Survey 
ECONOMIC AND COMMERCIAL CONDITIONS IN IRAQ 


A survey of economic and commercial conditions in 
Iraq has been published*by Her Majesty’s Stationery 
Office, price 2s (post free zs 2d). This is the latest. 
volume in the series of Overseas Economic Surveys 
issued by the Commercial Relations & Exports 
Department of the Board of Trade, 
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ESTATE DUTY 
DEDUCTIONS FOR ANNUITIES 
HEN a fund is held in trust to pay an annuity to one 
\ x j person and the balance of the income to another during 
the latter’s life, estate duty law is such as to cause a 


wholly disproportionate burden when the life-tenant dies. Of 
course, if the annuity thereupon ceases and the whole fund 


_ passes to entirely different persons there is no special hardship. 


However, there are many cases where the change in the beneficial 
interests in the fund as a whole are slight, but duty has to be 
paid on the whole fund or only a little less. 

Where the annuitant himself becomes entitled to all the income 
of the fund, the annuity ceasing, he suffers‘estate duty on the 
whole of the fund. Assume a fund worth £10,000 producing an 
income of {500 a year, which is held in trust to pay to A. an 
annuity of £450, the balance to B., with a provision that on 
B.’s death A. is to have the whole income for life. When B. dies, 
A. is only £50 a year better off (before duty) and may survive HB 
by only a short time. Nevertheless, the whole £10,000 is aggregated 
with B.’s estate and bears duty at the appropriate rate. If this is 
80 per cent, A.’s income is actually reduced by the death from 
£450 to £100. 

Before 1952 it was the practice to exempt the slice of the fund 
necessary to produce the annuity, provided. it could be shown 
that the annuity might have determined in B.’s lifetime and 
that he would then have received the full income. The grounds 
on which this not very logical distinction rested need not be gone 
into now because the distinction was rejected in Re Lambton’s 
Marriage Settlement ([1952] 31 ATC 300). Not only does the 
whole fund pass, as distinct from the slice necessary to produce 
the life-tenant’s share of the income, but at the same time no 
deduction is made in respect of the burden on the fund repre- 
sented by the annuity. 

So much for the cases where the annuity ceases on B.’s death. 
Suppose now that on B.’s death the annuity of £450 continues 


-to be payable, the balance of the trust income formerly paid to 


B. now being paid to C. Before 1952 it was not the practice to 
treat the whole fund as passing under the Finance Act, 1894, 
Section 1. Instead, SE was claimed under Section 2 (1) (6) in 
respect of ; 


‘property in which the deceased or any other person had an interest 
ceasing on the death of the deceased, to the extent to which a benefit 
accrues or arises by the cesser of such interest’. 


The claim was thus confined to the slice of the fund producing 
the income enjoyed by B. The practice was expressed in the 
converse way as giving a deduction for the slice necessary to 
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produce the annuity. This practice applied even 
where the annuitant took B.’s former life interest; 
it was necessary only that the annuity should con- 
tinue as such. 

After the Lambton decision the Inland Revenue 
discontinued this practice except, asa concession, 
in cases where both the following conditions 
were satisfied: 


(a) the settlement had not been created by the 
deceased life-tenant himself; and 

(b) the continuing annuity and the life interest 
were created by the same disposition. 


As a result of another case decided in 1952, 
Re Longbourne ([1952] 31 A.T.C. 438), even this 
concession has been withdrawn. In all cases the 
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whole fund is treated as passing. On the othery 
hand, the Inland Revenue allow a deductiggg 
equal to the actuarial value of the continuing 
annuity. It follows that if the annuitant is very 
old, the deduction may be negligible, and in 
any case it must necessarily be less than the 
slice necessary to produce the annuity. 

In Re Longbourne the Inland Revenue had at 
first argued that there should be no deduction at 
all for the continuing annuity. Onceitis established 
that the whole of the settled fund passes under 
Section 1, there is a good deal of force in that 
argument. However, the Inland Revenue con- 
ceded at the trial that the actuarial value of the 
annuity should be deducted and the point way 
neither argued nor judicially decided. 


THE FINANCE ACT, 1953-X 


Section 26: Unilateral Relief Without Limit 
ECTION 26 (1) removes the limit on 
unilateral double tax relief by enacting that 
the Income Tax Act, 1952, Section 348 (2), 

proviso (a), shall cease to have effect. As regards 
income-tax, the change operates on income by 
reference to which the income-tax is charged-for 
1953-54 or a later year. For profits tax and 
excess profits levy the new rule applies to the 
same income. Income which is not chargeable 
to income-tax but which is charged to profits 
tax or excess profits levy also qualifies for full 
relief if it arises in a chargeable accounting 
period which begins after March 31st, 1953. 
Where a chargeable accounting period overlaps 
March 31st, 1953, the income arising after that 
date also qualifies. It is arrived at by a time basis 
apportionment of the profit for the whole charge- 
able accounting period. 


Section 26 (2): Deduction of Unrelieved 
Foreign Tax 
Section 26 (2) assimilates unilateral relief to 
‘treaty relief in another respect. Unrelieved 
foreign tax is allowed as a deduction in comput- 


ing profit for profits tax purposes. Where treaty. 


relief applies, the unrelieved tax is deducted in 
-arriving at the profit for the period in which the 
doubly taxed income arose. That is the theoretical 
position at any rate. In the case of unilateral 
relief, the unrelieved tax has hitherto been 
deductible in the next subsequent period. (Income 


Tax Act, 1952, Seventeenth Schedule, para- 
graph 2.) Section 26 (2) of the Finance Act, 
1953, now repeals that paragraph in relation to 
income covered by Section 26 (1). 

Section 26 (3) gives the usual authority to 
make the necessary additional assessments and 
repayments which follow from the provisions of 
the section. 


Section 27: Excess Profits Levy 

Section 27 (x) terminates excess profits levy as 
at December 31st, 1953, limiting the period of 
charge to exactly two years. Never in the whole 
history of taxation has so much legislation been 
passed for so limited a purpose. Section 27 (1) 
(a) makes a necessary verbal amendment to the 
Finance Act, 1952, Section 45 (5). 


Section 27 (1) (6): Spreading of Expenditure 
Section 27 (1) (b) amends the provisions for the 
spreading of abnormal expenditure (Finance 
Act, 1952, Ninth Schedule, paragraph 10). Ex- 
penditure incurred after 1954 is not to be avail- 
able for spreading back into the period of charge. 
This amendment incidentally makes it clear that 
paragraph Io is not intended to be confined to 
expenditure incurred during the period of charge, 
so the paragraph is not exclusively for the benefit 
of the Inland Revenue. 


Section 27 (2): Investment Companies 
Section 27 (2) amends the Finance Act, 1952, 
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ection 52. This section was designed to give 
mited relief to an investment company in 
spect of dividends received by it from com- 
anies which had already borne excess profits 
‘vy. An investment company is defined as one 
those functions consist wholly or mainly in the 
olding of investments. 

An investment company which was a member 
f a group was excluded from the relief unless all 
a fellow members were also investment com- 
anies. Thus, if there was one small and un- 
nportant member of the group which was not 
n investment company, but all the other 
iembers were, they were deprived of the relief. 
ection 27 (2) (c) extends the benefit of the 
elief to a group if 

‘substantially the whole of the functions of a single 

body corporate which combined all the functions 

of the members of the group would consist in the 
holding of investments’. 

However, Section 52 of the 1952 Act will not 
pply to such a group unless the principal mem- 
er so elects, by sending written notice to the 
nland Revenue before the end of 1954 -or 
iter if the Inland Revenue permit. If the elec- 
on is made, it will apply to all the group mem- 
ers which are investment. companies. 

Although Section 52 is a relieving section, it 
ag have the result of increasing the net liability 
1 certain circumstances. As this was not in- 
mnded, Section 27 (2) of the 1953 Act gives an 
ption to exclude Section 52, an option which 
kewise has to be exercised by the end of 1954. 
n the case of a group, it is the principal member 
thich exercises the option, and this covers all 
1e members; the principal member cannot pick 
nd choose. 

Where the principal member of a group 
Kercises an option under Section 27 and its 
ability is increased as a result, it is not allowed 
> recqver more levy from the other members on 
at account. 


Section 27 (3): Minerals, Additional Output 

ection 56 of the Finance Act, 1952, provides 
secial relief from excess profits levy to a com- 
any which increases its physical output of metal, 
il or asbestos from natural sources, provided 
yat the increased output in relation to the stand- 
rd period is certified by the Treasury to be 
sential in the national interest. Section 27 (3) 
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of the 1953 Act extends the section to all minerals. 

The application of Section 56 is optional. 
Notice had to be given, originally, within twelve 
months after the end of the first chargeable 
accounting period. Now, by Section 27 (3) of the 
1953 Act the latest date for election is the end 
of 1954 or later. if the Inland Revenue allow. 


Section 28: Distributions by Iron and Steel 
Companies 

Section 28 is of limited application. It is designed 
to facilitate the disposal to private enterprise of 
iron and steel companies at present nationalized. 
Section 18 of the Iron and Steel Act, 1953, set 
up the Iron and Steel Holding and Realization 
Agency to dispose of the assets or shares of the 
companies concerned. Section 19 gave the 
Agency power, iter alia, to reorganize or wind 
up the companies. Some of the steps taken by the 
Agency may involve a distribution of profit which 
would give rise to increased liability to profits 
tax or excess profits levy. This might hamper the 
process of sale. Accordingly, Section 28 provides 
that in a limited class of case the distribution is 
to be disregarded for profits tax while for excess 
profits levy the distribution is to be treated as a 
repayment of share capital by the paying com- 
pany. If the company receiving the distribution is 
also within the section, it can elect to exclude the 
distribution from its franked investment income 
for profits tax. The election has to be made 
within three months after the Treasury certifi- 
cate, or longer if the Inland Revenue allow. 


Where the company is a member of a group to 
which group treatment is applied, the election is 
exercisable by the company and the principal 
member of the group jointly. 
`- In the case of excess profits levy, the receiving 
company will be deemed to receive the distribu- 
tion as though it were the proceeds of an issue 
of shares. 

The conditions to be fulfilled before the sec- 
tion can apply are as follows: 


(a) The Treasury must certify the distribution, 
which they can do only if they are satisfied 
that the distribution 


‘ig made for the purpose of facilitating the 
performance by the Realization Agency of 
its functions in returning any undertaking to 
private ownership’. (Section 28 (3)). 
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(b} The company is wholly owned by the 
Agency, i.e. the Agency owns directly or 
indirectly the whole of the company’s 
ordinary share capital. Ordinary share 
capital is defined as all issued capital other 
than capital giving the right to a fixed rate 
of dividend. (Section 28 (5)). 


Notional Distributions under Finance Act, 
1951, Section 31 

Besides applying to distributions in the ordinary 
sense, Section 28 applies to the notional dis- 
tributions provided for by the Finance Act, 
1951, Section 31, i.e. where there is an issue of 
bonus shares combined with a repayment of 
capital. (Section 28 (2)). 


oa Section 29: Isles of Scilly ` 
Section 29. (1) directs that the Isles of Scilly 
shall. be deemed to be in the income-tax division of 
West Penwith, in Cornwall, for the purposes of 
income-tax and profits tax. The Isles are thus 
brought into the scope of those taxes for the 
first time. The Inland Revenue’s general power 
to. transfer land from one division to anothet ‘is 
not affected. 

It is interesting to consider how the Isles 
escaped this fate in the first place. The Land 
Tax Act, 1797, imposed a specific sum of land 
tax to be raised ‘within the Kingdom of Great 
Britain’, which, of. course, included the islands. 
However, the Act proceeded -to apportion the 
total sum among the various regions set out in the 
Act, one of these regions being the county of 
Cornwall, but no mention was made of the Isles 
of Scilly. Not being part of. Cornwall, ey 
automatically escaped the land tax. 

The same Act provided for the further sub- 
division of the country for the purpose of the 

‘land tax, and these land tax ‘divisions’ corre- 
sponded roughly to the ancient hundreds. The 
division nearest to the Isles of Scilly is that of 
West Penwith. Commissioners were appointed 
for each division and machinery was provided for 
the assessment and collection of the tax on a 
divisional basis.. 

When income-tax was first imposed the admini- 
stration was entrusted to Commissioners to be 
appointed for the same divisions as existed for 
the land tax. The power of the Commissioners for 
West Penwith did not extend to the islands and, 
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accordingly, there was no machinery for assessing ` 
income-tax there. When profits tax was imposed, 
it provided for assessment by the General Com- ` 
missioners for each division, so again the Scilly 
Isles escaped. There was, of course, nothing to 
prevent, a taxpayer in the Isles of Scilly from 
electing to be assessed by the Special Commis- 
sioners, which would have got over the difficulty, 
but not unnaturally this power of election lay 
dormant. Some offices exercised in the islands are 
located on the mainland for tax purposes and, 
accordingly, their unfortunate holders have 
missed thé tax exemptions enjoyed by their 
fellow islanders. 


Transitional Provisions 
No charge to income-tax is to be made under - 
Section 29 for a year earlier than 1954-55. For 
profits tax, liability begins on April rst, 1954; 
accounting periods overlapping that date are to 
be split (Section 29 (2)). 

Section 29 (3) contains transitional provisions 
in the case of trades, professions, employments 
and vocations. It is to be remembered that 
although income-tax is imposed anew each year, 
that year does not operate in @ vacuum. As 
regards reliefs and allowances, it is affected by 
what happened in previous years. Accordingly, the 
subsection requires it to be assumed, for the 
purposes of income-tax reliefs and allowances, 
that income-tax was duly charged in pre-1954~55 
years. This means pro forma computations. for 
those years. These may throw up amounts of loss 
and capital allowances to be brought forward to 
1954-55. They cannot of themselves give rise to 
balancing charges, since the subsection is con- 
cerned only with reliefs and allowances. For the ° 
purposes of the pro forma computations it is to 
be assumed that initial allowances did not exist 
before 1954-55. 

Section 29 (3) also provides that profits tax is 
to be computed, so far as it depends on capital 
allowances and charges, on the assumption that 
assessments had been made on the profits of the- 
earlier periods. As the profits tax allowances are 
normally based on those computed for income- ` 
tax, it would seem equally clear that no balancing 
charge can be included in a profits tax computa- 
tion in respect of notional allowances for periods 
earlier than April 1954. 

(To be continued.) 
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RECOMMENDATIONS 
ON ACCOUNTING THEORY 


by W. T. BAXTER ; 
Professor of Accounting, University of London 


I. The Need for a Review 


T the end of a talk on the present state of 
Aë theory,? I said that societies of 
accountants should not, in my view, make 
statements on matters of ‘intellectual principle’. 
There was not time in that talk to set out the 
pros and cons of the matter in full, and I should 
like to do so now. 

What I had in mind was, of course, the 

‘recommendations’ or ‘bulletins’ issued by (in 
particular) The Institute of Chartered Account- 
ants in England and Wales, and the American 
Institute of Accountants.* These recommenda- 
tions have now been coming out for just over a 
dozen years, and add up to a considerable volume 
of print on a wide range of subjects. Their 
influence on accounting is great and growing. 
Accordingly, some review of this development 
seems not out of place. Many accountants — even 
if they do not share my feeling that the recom- 
mendations have already gone too far — may 
perhaps like to discuss how much further the 
process of recommending can, with propriety, go. 
Where is the limit? Are we to look forward to the 
day when every aspect of accounting has been 
dealt with? Should our goal be — as high authority 
has hinted apropos the question of price levels — 
super-recommendations by a massed assembly 
representing all the professional bodies? 

Another reason for airing the matter is this. 
Many accounting societies have so far made few 
or no recommendations. Their members may 
well have some feeling that the omission may seem 
to betoken a lack of zeal and public spirit. They 
should recognize that a policy of official silence 
has in fact much in its favour. However, this 
most emphatically does not mean that inertia 
should be lightly excused, or that accounting 
societies need take no part in furthering knowledge. 
On the contrary, they should do everything in 
their power to encourage education, debate and 
research. For instance, they could give great 
help by setting up much-needed scholarships 
(perhaps to be awarded on the results of the 





1 ‘Accounting principles: the conflict in current theory’, 
The Accountant, June 13th, 1953. 


3 Conveniently enough, both issues are summarized in 
Accounting Research (January 1953) by E. L. Kohler, 


professional Intermediate examinations) to enable 
their brilliant young men to study further. 


TI. Scope of the Review 


If our review of the recommendations is to be 
profitable; we must restrict its scope to what 
seems the most important question — whether an 
accounting society is wise to say what is ‘right’ or 
‘true’ in matters of theory. By ‘theory’ is meant 
the attempt to explain, in terms of fundamentals, 
what accounting is and what it tries to do; ac- 
counting is thus assumed to be a branch of 
knowledge, like law or physics, with basic princi- 
ples that are worth exploring.® 

Recommendations can, in fact, deal with many 
things beside theory. They may instead be 
concerned with policy. A professional body some- 
times advises its members to follow a common 
policy on questions that have little to do with the 
intellectual content of its members’ work. For 
instance, it may make statements on ethics, fees, 
registration by the State, and so forth. Such types 
of advice should be judged by standards quite 
different from those useful in our present review; 
if, for example, a body of architects advises its 
members to charge a uniform fee, we judge that 
issue in the light of our views on the benefits o 
otherwise of economic monopoly. 

Similarly, our review is not concerned with 
narrow problems of technique. If a recommenda- 
tion freely admits that such-and-such fundamental 
principles are taken for granted, and merely seeks 
the best way to apply them, there is not much 
cause for serious criticism. 

It might be thought that the same applies to 
definition and uniform practice. To some extent 
these can indeed be handled in ways that avoid 
theory — in which case they, too, fall outside our 
discussion. But such matters infringe on theory 
more often than might be supposed; and so we 
must give a little space to them. 

3 In my first article, I used the phrase ‘matters of intellectual 
policy’, This may sound a trifle pompous. Possible alterna- 
tives are ‘scientific knowledge’ or ‘scientific laws’, but these 
are apt to suggest work among test-tubes — unless we call 
accounting one of the social sciences. Again, ‘abstract 
knowledge’, ‘learning’, and ‘scholarly research’ may sound 
best suited to the Faculty of Arts. So ‘theory’ seems the 


neatest word to cover what we have in mind. But the name 
is of small importance so long as we all know what is at issue. 
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A recommendation can often be looked on 
either as theory or what we may call working regu- 
lations. By the latter is meant a framework of rules 
designed to make an institution run smoothly 
(e.g. the Football Association’s rules of play, or 
the Companies Act). The test of a good piece of 
theorizing, surely, is that it makes us think more 
clearly. The test of a good law is that the institu- 
tion works well; it is not educational but practical. 

Consider, for instance, the problem. of how 
assets should be valued..When a writer on 
accounting tries to show us the best method of 
valuation, he probably builds up his case by dis- 
cussing and judging various theories. When a law 
says that company accounts must show the values 
in such-and-such ways, it does not analyse all 
the theories and then tell us which satisfies logic. 
The framers of the law must indeed have some 
theory in mind; but they treat it merely as the 
basis for a promising experiment — to be scrapped 
if it fails - and not as a truth to be endorsed and 
broadcast. 

Our views on recommendations may thus 
depend on whether we look on them as law or 
research. In many cases their form and tenor 
suggest that an element of both is intended. 
Whatever the intentions of their framers, there 
can be little doubt that they have been accepted 
by wide audiences as official pronouncements on 
general theory. 


Our review is thus confined to one aspect of 
the recommendations. Moreover, it will probably 
keep more closely to the point if it omits from 
its scope all discussion of whether individual 
recommendations on theory have in fact been 
right or wrong. What is said here is thus not 
meant as criticism of any recommendation’s 
content. Indeed, we may for our present purpose 
agree that every word in every recommendation 
has been entirely true; and yet we may think 
that a policy of making recommendations on 
theory will, in the long run, be disastrous. 


III. Origins of Recommendations 
I should like to admit frankly that when first an 
official statement on accounting principles was 





Similarly, Parliament is sometimes forced to choose 


between scientific theories, e.g. public health law assumes 
that the views of Pasteur and Fleming are right. But the 
choice is made merely so that hopeful lines of development 
can be tried without delay, and should not imply that the 
official seal of approval has been put on any theory. ere 
wise legislators would be exceeding their function, and 
attacking our freedom of thought. 

Again, if an Act of Parliament includes definitions, these 
are not meant as revelations of abstract knowledge but only 
as tools for making effective the particular set of rules. A 
noe. may even hold that the definitions in one Act do not 
in the context of another Act on a dissimilar subject. 
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published, I was enthusiastic about it. My doubts 
have arisen since, on seeing how the new venture 
has developed. 

Looking back at that statement, one remembers 
certain features that have unfortunately not 
usually been copied since. It came out in 1938, 
and was called A Statement on Accounting 
Principles; it was published by the American 
Institute, to whose members it was commended 
ina foreword; but it bore the names of its three 
distinguished authors — Messrs Sanders, Hatfield 
and Moore -who had been formed into an 
independent committee to do this bit of writing 
(and who were not even members of the Institute). 
Under such an arrangement, the Institute was 
plainly doing its duty to foster discussion and yet 
was itself not taking sides. That kind of pro- 
cedure goes far to disarm criticism. 

Since this first venture, the trend has been for 
the statements to be drafted by committees 
much more closely linked with the sponsoring 
body; and for the latter to back the conclusions 
in a much firmer way. The American Institute 
set up for instance its own committee on Account- 
ing Procedure to issue research bulletins. Bulletin 
No. 1 explained the aims and methods. It 
stressed the growth of corporate organization, 
and therefore the social importance of good 
accounts; and it noted that there ‘has been a 
demand for a larger degree of uniformity in 
accounting’. The committee stated that its rules 
were not intended to have retroactive effect; 
also they may be subject to exception, but ‘the 
burden of proof is upon the accountant clearly 
to bring out the exceptional procedure and the 
circumstances which render it necessary’. 

This has perhaps a somewhat mandatory ring. 
But the American bulletins have in fact used 
two safeguards that make their tenor less authori- 
tarian: the members of the drafting committee 
are named in recommendations, and any member 
who disagrees with the majority is entitled to 
have the fact of his dissent recorded in the docu- 
ment. One American committee has had the 
courage to say bluntly that an earlier pronounce- 
ment by itself now seems wrong.” 

The Institute of Chartered Accountants in 
England and Wales announced its first recom- 
mendation as follows: 


‘The Council has requested the Taxation and 
Financial Relations Committee to consider and 
make recommendations to it on certain aspects of 
the accounts of companies and it is proposed from 





3 Accounting Problems Arising from Devaluation of Foreign 
Currencies. Research Department, American Institute of 
Accountants (1949). 
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time to time to publish approved recommendations 
for the information of members. It is, of course, a 
matter for each individual member to consider his 
responsibility in regard to accounts presented by 
directors, but it is hoped that the recommendations 
to be made will be helpful to members in advising 
directors as to what is regarded as the best prac- 
tice. 

These words are as modest and cautious as 
anyone could wish. They show how undogmatic 
the original plan was; and they suggest that the 
Council did not foresee the eventual scope of the 
recommendations or the deference with which 
they would be treated. 


IV. The Case for Recommendations 


It would be ungenerous not to set down the 
good that has been done by the recommendations. 
Their benefits have obviously been great. 

As was pointed out in Section II above, state- 
ments by a professional body may take several 
forms; notably they may either suggest working 
rules or propound abstract principles. The 
recommendations have been of most service when 
they fell into the first group —as, for instance, 
when they have dealt with the content of com- 
pany accounts. What we may call extra-parlia- 
mentary control — such as the rules of the Stock 
Exchange and these recommendations — can often 
be a useful supplement to statutes, particularly at 
the experimental stage; and the early recommenda- 
tions did much to prepare the way for, e.g. 
Britain’s 1948 Companies Act and, indeed, have 
in part been absorbed into that Act. 
` The recommendations may thus serve as 
private forerunners and reinforcements to the 
law. Their record in this work has on the whole 
been excellent — notably in procuring full, frank 
and consistent accounts. The auditor has special 
cause to be thankful for them; the task of per- 
suading his clients to comply with high standards 
in published accounts is sometimes delicate, and 
the recommendations have greatly strengthened 
his hand. 

Though the recommendations have been less 
successful in the realm of theory, they have 
yielded some benefits. As each recommendation 
appears, undoubtedly it gives rise at first to dis- 
cussion and interest. Again, many of us used to 
deplore the fact that our profession’s leaders 
_ never could spare time to write about their work; 
whatever the faults of the new system, it does 
prompt these men to tell us a great deal about 
what they think and do. 

We thus have cause to feel grateful to the 


t The Accountant, December tath, 1942, page 354. 
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drafters of the recommendations; and this review 
should on no account be construed as an attack 
on them. Obviously they have devoted a vast 
amount of time and care to their task, and have 
been prompted by a high sense of public service. 
If any harm should in the end come from their 
work, the fault is not theirs; blame will attach 
rather to the disciples who have accepted their 
teaching all too eagerly, and have invested it 
with an ex cathedra quality that could not have 
‘been foreseen. 

It is not unusual in human affairs for a thing to 
be started with the best intentions, and yet to 
develop some aspects that threaten harm. My plea 
is that we should now review the good and bad 
alike, and see whether we cannot guide future 
growth in directions that ate wholly good. 

The recommendations’ benefits are clear and 
present. Their ill results are hypothetical and 
will show ~if at all-in the future. Moreover, 
these ill results are suggested by experience in 
other fields of study; and conceivably accounting 
differs in nature and difficulty from these. If 
accounting is unlike other subjects, or is mere 
child’s play, then the arguments that follow are 
greatly weakened. But I see no reason to think 
that it is different. 


V. The Case against Recommendations 


The case against official recommendations on 
theory is threefold. First, men do not always 
become better at research when they don the 
mantle of authority. Second, if authority takes 
direct part in the pursuit of truth, it may hinder 
rather than help. Third — and most important — 
there are no sure signs by which truth can be 
recognized. 

The first objection need not keep us long; 
admittedly it is not always a strong factor. To 
judge from experience in most fields of learning, 
men tend to do their best research when left to 
their own devices. There are many exceptions; a 
large team of chemists may be the quickest 
means of dealing with a laborious task, and a 
government committee may be admirable at 
sifting evidence and assessing opinion. In general, 
however, thinkers are apt to be hampered by close 
connection with a team or with a powerful institu- 
tion. The link may bring a need for diplomacy or 
compromise; policy may be more urgent than 
truth. Thus the authorities of the Church could 
not deal fairly with the ideas of Copernicus and 
Galileo because these ideas clashed with official 
pronouncements of the past. 

The second objection is much weightier. It is 
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an indirect way of saying that freedom is necessary 
for progress. Man must be able to think freely, so 
that the stream of new ideas can flow strongly; and 
men must be able to discuss and experiment 
freely, so that these ideas can be criticized and 
` tested with the utmost rigour. If authority inter- 
venes—by joining in the quest itself, or by 
giving its imprimatur to some favourite idea, or 
by making crude attacks on personal liberty ~ the 
chances of progress are lessened: Men cease to 
think so freely-whether from awe, fear or 
belief that others can do the job better; and there- 
fore the stream of new ideas dries up. They cease 


to discuss and experiment so freely; and therefore 


criticism loses its edge, and ideas are not put to a 
stern test. 

This train of reasoning leads us to the third 
objection. Under strong criticism, many ideas 
soon prove false. Others satisfy all immediate 
tests, yet we ought still to accept them as tentative 
only, for they, too, are likely to show flaws as the 
years go by. Even after an idea has survived 
triumphantly for centuries, some critic may 
shatter it, or else show it to be capable of improve- 
ment. Einstein was able both to generalize 
Newton’s theory and to correct it for conditions 
that had not previously been considered. No 


human being - however distinguished — can. 


certainly foretell which idea will become a 
casualty. As Bacon tells us: “Truth is the daughter, 
not of Authority, but of Time.’ 

The root of the matter, surely, is man’s 
fallibility. Only where we believe a statement to 
have divine inspiration can we treat it as beyond 
all doubt. 

It may be helpful to ask why learned bodies 
do not in general issue official solutions to 
questions puzzling their members. Why, for 
instance, does the Royal Society not organize a 
team of Fellows to solve this or that intractable 
problem of physics? All three objections suggested 
above are relevant to the answer. The Fellows 
may perhaps feel that they can work better in 
isolation. Their training in science has made 
them sceptical and more apt to test and attack 
than to defend ideas. They have learnt from the 
experiences of centuries that their ‘laws’ can 
never be regarded as final. If the Society gave 
official approval to theories, its members would 
probably soon be rent by a schism between an 
orthodox and a dissenting party; and sooner or 
later (the chances are) the Society would be 
proved wrong, and would be forced to utter an 
embarrassing recantation. 

Similarly, official recommendations by an 
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institute of engineers would have to be framed 
with some care. Assume, for.instance, that its 
members were advised to build bridges in a 
uniform way, based on the best current know- 
ledge. For a while, standards might well be raised. 
But research would in time point to better 
bridges; non-conformist bodies of engineers 
would be free to build these, while the orthodox 
would be denied the fruits of advancing science. 


Exactly what do we mean by ‘authority’ in this 
section?. A wide sweep should be given to the 
word; we wish it to include all forces that can 
give weight to some ideas at the expense of others. 
Privilege is bad for ideas as for men; only if they 
can jostle one another in a democratic way is the 
best likely to reach the top. 

Authority may thus rest (at one end of the 
scale) on prestige only, and (at the other) on 
power. Occasionally the sheer brilliance of a 
single scholar can cause his views to be treated 
with undue deference. A close-knit school of able 


thinkers may well dominate opinion to an un- 


healthy point — even if they lack organization and 
can impose no sanctions. The harm . becomes 
vastly more formidable when the authority controls 
education, or can mould adult opinion. It reaches 
its worst when authority has total power. In its 
extreme forms, we are all agreed that it is evil; 
and we should continue to think so whether or 
not the views that it promulgates happen to 
seem true or false. 

Happily, we are here concerned with authority 
only in its mildest and most benevolent form.’ 
Nevertheless, we may wonder whether, in the 
realm of mental freedom, even a slight degree of 
control must not lead to harm. ; 


VI. Authority and Accounting Principles 


With our recommendations, the basis of authority’ 
is, of course, mainly the prestige of the bodies ` 
concerned. But this is of a high order. We all 
know in what regard and respect such a body is 
held by the bulk of its members. Moreover, its 
drafting committee will include many of the 
profession’s best-known men. It gives the recom- 
mendations its whole-hearted backing and a good 
deal of publicity. In consequence, the issue of a 
new recommendation is treated as a matter of 
some moment by the accounting press; this 
attention is fitting, but one could wish that the ` 
notices were a shade less passive. 

The recommendations must therefore have a 
considerable influence on the thought of the 
mature accountant. On the immature mind — that 
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of a young man in training — their impact must be 
even deeper; for they have been given conspicuous 
places in his text-books and correspondence 
courses, and so take a leading part in moulding 


his views when he is still impressionable and ' 


uncritical. Even before the days of recommenda- 
tions, accounting text-books and courses preferred 
in general to state facts rather ‘than to explore 
theories. Their main concern was painstaking 
description of normal practice; scant space was 
accorded to the reasoning behind the practice, and 
next to nothing was said of controversy. This 
narrow approach has now been rendered even 
more likely. If an official answer is available to a 
problem, why should a teacher burden his exam- 
ination candidates with other views? Further, the 
. body that gives the answers may also set the 
: examination. A young man has thus good cause 
V for minute and respectful study of its statements. 
And his examination does not often include such 
searching questions as: ‘Discuss Recommenda- 
tion No. —. Set out the grounds for supposing 
that its reasoning is (a) correct, and then (b) 
fallacious; and give your own views on this point.’ 


Thus the recommendations tend to rob our 
young men’s education of its power to enrich and 
stimulate. On such a spare diet, they may per- 
haps still train well enough to master the problems 
of today. But their minds will be less fit to solve 
the new problems of tomorrow; and such fitness 
is no bad test by which to judge an education. 


The authority behind the recommendations 
has so far been based on prestige alone. But can 
we be quite certain this will always be so? There 
is at present not the slightest wish among the 
societies to take action against any non-conform- 
ists in their ranks; and I scarcely imagine that a 
less liberal trend will appear in the future. But 
danger may arise in another way — namely, if 
recommendations are used as evidence in lawsuits. 

Consider, for instance, a case that hangs on 
questions of auditing theory — say, the valuation 
of stocks and wasting assets when price levels 
change. Suppose that a company follows the 
advice of an auditor who sincerely believes a 
recommendation to be wrong; that the company 
thereafter runs into financial trouble, and that it 
sues the auditor for negligence. In such a case, 
the determining test would probably be the 
standard of behaviour followed by good profes- 
sional practice, Hostile counsel would treat the 
recommendations as powerful evidence, and 
could make the most damaging use of the auditor’s 
deviation. The defence might have some diff- 
culty in proving that many conscientious but 
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inarticulate accountants still regard the issue as 
open to argument. A judge or jury might well be 
swayed decisively by the recommendations and 
give a verdict against the auditor.? 

Such cases must inevitably crop up sooner or 
later. Where an auditor is faced with this risk, 
the temptation to play safe — by abandoning his 
independence of judgment — is very great. Yet a 
pliant attitude in such matters is scarcely com- 
patible with the dignity of his profession. 


VII. Other Kinds of Recommendations 


The preceding section looked at recommenda- 
tions that are intended as statements of theory, 
and tried to suggest their dangers. In Section II, 
however, we saw that some recommendations are 
not meant as statements of theory, but only as, 
e.g. working rules - in which case they may be 
judged by other and less severe tests, and fall 
outside the scope of this review. 

Section IT also suggested that there are certain 
other kinds of recommendations which may seem 
to avoid theory, but in fact are apt to become 
entangled with it. Let us consider these briefly: 

(a) Definition. ‘If precise and uniform meanings 
can be given to our terms and figures, then 
doubtless we shall be able to exchange ideas with 
more ease and clarity.? Also, accounting data will 
be more consistent. À 

Standard definitions are, however, not without 
their drawbacks. If speech is made rigid, it 
cannot evolve to meet new needs. There may be 
a clash between the ordinary and the technical 
use of a word; thus ‘reserve’ in everyday speech 
can mean something quite different from its 
sense in a balance sheet, and its standard use 
might bewilder rather than enlighten the public. 

Further, words are seldom quite neutral in the 
battle between ideas. With ‘goodwill’, for instance, 
the ordinary meaning stands out so strongly that 
it obtrudes when we are trying to unravel the 
accounting concept, and probably colours our 
views. Again, choice of a definition often necessi- 
tates a choice between ideas. For example, any 
definition of ‘depreciation’ is almost sure to be 
tendentious. 

Thus, an official link between a word and an 
idea is likely to bias our minds. What is almost 
as bad, some definitions have an air of finality 
1 An analogy is tempting. Suppose that the medical profes- 
sion’s first dislike of antiseptic surgery had crystallized in a 
hostile recommendation, that one of Lister’s patients had 


died, and that the deceased’s relatives had brought a suit 
for negligence. What would have been the effect on surgery? 
* The Royal Society Aas set up a standing committee to 
make recommendations on the symbols, signs and abbrevia- 
tions used in scientific publications. 
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that checks inquiry, and leaves students with no 
exciting sense of being explorers in a great and 
unknown territory. 

(b) Standard practice. Uniformity in method 


and layout has strong arguments in its favour — ` 


provided it neither cramps business nor begs ideas. 

Perhaps these provisos do not leave much scope 
for the spread of uniformity. And one remembers 
the rather sinister fact that standard accounting 
has been most used in totalitarian states. 

If, however, a choice between words or methods 
clearly is arbitrary and free from any pretence of 
research, it is not likely to damage future thinking 
or to cramp our liberty; for example, whether 
traffic keeps to the left or right of the road is an 
arbitrary matter, and uniformity yields a gain in 
convenience, so no one regards a standard rule 
as an attack on freedom. Therefore, when we are 
attracted by uniformity, a good test is perhaps 
this: if a decision between possible terms or 
practices can be reached by tossing a coin or 
the random pulling of words from a hat, then 
uniformity seems unlikely to do harm. 

(c) Legal opinions. Counsel’s opinions, given 
at the request of an accounting society and sent 
out to its members, are not usually classed as 
‘recommendations’. But to round off our review 
we should ask ourselves how such statements fit 
into our reasoning. ` 

The opinions do not seem so dangerous as 
recommendations on theory, on two grounds. 

First, no wise man tries to be expert in every- 
thing; outside his own province, he can to some 
degree accept ideas from others without sapping 
his mental independence. Second, as we noted in 
Section II, the law does not pretend to state 
absolute principles. When a lawyer is trying to 
find what is ‘true’ or ‘false’, he is mainly con- 
cerned with the arbitrary — though no doubt 
exacting — task of interpreting words (especially 
those in statutes) according to the intentions of 
the speakers and the rules of his craft. 


VII. Conclusions 
If the argument of this article is sound, where 
does it lead us? Perhaps the recommendations 
that should be made on recommendations are: 
(a) Official statements on accounting cover a 
number of very different things, which are 
often hard to separate. They include: 
Guidance on professional behaviour. 
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None of these is without its pitfalls. 

However, given due care and caution, the 

. risks seem worth taking — except in the case 

of theory. Official quests for the abstract 

are apt to bear little fruit and to run into 
great hazards. 

(6) Recommendations should, if they are con- 
cerned with- matters other than theory, 
try to make plain this very proper restric- 
tion in scope. For instance, if the drafts of a 
recommendation suggest a definition of ‘cur- 
rent assets’, they might expressly disclaim 
any attempt to elucidate final principles, 
and describe their rules as being merely 
based on, e.g. convenience or custom. 

(c) The more concerned a statement is with 
theory, the stronger is the case for not 

_treating it as an official recommendation. 


A group of distinguished accountants who ` 


have debated a subject, and who wish to 
announce their conclusions, would not have 
the least trouble in finding a publisher. 

(d) The objections to a recommendation become 
much less marked if it is described as the 
work of certain named persons. We all 
know that individuals can err; we all tend 
to look on institutions as infallible. There- 


fore recommendations should — following 


the American example — be signed by the 
men who approve the final draft. 

(e) A dissenting opinion at once adds an extra 
dimension to a recommendation, and gives 
it far more worth as an aid to the mind. So 
great pains should be taken to foster and 
express minority views. 


To conclude. Recommendations by authority on 
matters of accounting theory may seem in the 
short run to help the profession. In the end, 


= 


however, they will probably do much more harm - 


than good. They are likely to yield little fresh 


knowledge; ‘the best test of truth is the power of | 


the thought to get itself accepted in the competi- 
tion of the market’.! They are likely to weaken 
the training of accountants; the conversion of the 
subject into cut-and-dried rules, approved by 
authority and not to be lightly questioned, 
threatens to reduce the value of accounting as a 
subject of higher education almost to nil. They are 
likely to narrow the scope for individual thought 
and judgment; and a group of men who resign the 
Dar GO "Zo De WOTK O _ Otners mus 
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Scene: A village in early summer. The sun shines. 
The church clock at the end of the street has just 
struck the half-hour — lazily, a clock which takes 
its time, and looks benevolently down on to the grass 
and old cottages below. The only other sound comes 
from the blacksmith’s shop, lower down the village 
street, in which the blacksmith ts fashioning horse- 
shoes. A man comes down the street, crosses the road 
and leans over the blacksmtith’s half-door. He is the 
al Inspector of Taxes who has recently been 
appointed to the new office in the district. 

Inspector: Good afternoon, Jim. Thank you 
for repairing my bumper. You have made a very 
good job of it, but you should have made a charge. 

Jim: That’s all right, sir. It was nothing, and 
you were very good to me when I called at your 
office the other afternoon. . . . I am still a bit 
puzzled, though, on one or two points. 

Inspector: In that case it is a good job I came 
along. May I come in? 

Jim: Of course. Let me undo that door. Wait 
a minute. I’ll just dust this old chair. Now, if I 
put this bit of brown paper on it, you'll be all 
right. There you are, sir! 

Inspector (laughing, as he sits down and the 
paper crackles): Well, well! Thanks: how do you 
think I look? 

Jim (grinning): You look grand. Just like the 
chairman of our parish council. 

INSPECTOR (amused): I do not think that he 
would be flattered. But let me have your points, 
Jim. 

Jim: Right, sir. My first point is about post- 
war credits. My aunt died a short while ago and 
left me what she had. She bequeathed me all her 
post-war credits amongst other things — including 
a lot of good advice! As she was over 65 when she 
died, can I get repayment of these post-war 
credits now? 

Inspecror: You are about eo years old, aren’t 
you? : 

Jim: Yes: 50 on Christmas Eve. 

Inspecror: Then you will be disappointed, 
` Jim. You cannot get repayment now as you your- 
self are under 65. Sorry about it, but there it is. 

Jum: Pity, but it can’t be helped. I suppose that 
I shall get it if I live long enough. Just one point, 
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though, Have I to include it in my aunt’s estate for 
estate duty? Do I have to pay estate duty on it? 

INSPECTOR: So far as you are concerned at 
present, no. Anything else? . 

Jm: Yes. I think that your office has made a 
mistake in my marriage allowance. As you know, 
my wife died last May 5th... 

INSPECTOR (sympathetically): Yes. I was very > 
sorry to hear of it. But she had been ill a long 
time, I believe. 

Jum: Yes. Things can never be the same for me, 
but it is best as it is . . . my point is that your 
office has given me full marriage allowance for the 
year. Should I not have had only one month’s 
allowance as a married man, and eleven month’s 
single allowance? 

Inspector: No. The allowance given you is 
correct, and has not to be apportioned. 

Jm: That’s that, then. I was a bit worried 
about it. Next, about gifts. 

Inspector: Gifts? 

Jum: You see, I do all sorts of jobs for miles 
around this village; put hinges on gates; repair 
hay sweeps; mend harrows; make wrought-iron 
gates, and a hundred-and-one other things. 

Inspector: Well? 

Jr: I get paid for the work, of course, but 
hardly a week passes but someone brings me 
something. Sometimes a rabbit, sometimes a few 
eggs, occasionally asparagus . . . you have got to 
live in the country to know what kindness is. 
What J want to know is . . . do I pay tax on the 
value of these gifts? 

Inspector: Knowing you, I realize quite well 
why people give you things. But you need not 
worry ... these are voluntary gifts, and there is 
no option of taking cash instead. I do not see any 
reason to take the value of these benefactions into 
account. ; 

Jm: I am glad of that; it would rather have 
spoilt it. Next, I come to wear and tear. You 
mentioned this when I was at your office. I am 
in a difficulty here. 

Inspector: What about? 

Jm: I have so many things here which it seems 
will never wear out, and yet they cost money. 
Take this anvil, for instance. It was my father’s 
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and my grandfather’s, and there are quite a 
number of things in the smithy like this. How do 
I stand for wear and tear on these? 

Inspector: It is difficult, aa these things have 
been here so many years. Normally you would 
get an allowance on cost . . . but this would mean 
nothing to you. It seems to me that you cannot 
do anything until they become out of date and 
are then replaced. Then you should claim some 
allowance on account of the original cost. 

Jim: What if I sell them as scrap? 

Inspector: I think that you would probably 
receive no allowance at all, as you would prob- 
ably get more for the scrap than the things 

originally cost. You see, you will not have lost 
anything. 

Jim: So for these articles of plant’ T shall, in 
effect, receive no allowance at all, and my poor 
old anvil — if it continues to work in spite of all 
the hard knocks it has had — will not even earn 
an old-age allowance! ` 

InsPEcTOR (laughing): Looks like it, Jim. Looks 
like a case of service, not self, doesn’t it! 

Jum: It does. However, it doesn’t owe me any- 
thing. But what about my acetylene-welding plant? 

Inspgcror: Ah, that is different. You can claim 
wear and tear on that. Just let me know the cost, 
and the date of purchase, and I will do the rest. 
Anything else? 

Jm: There are my fire-station fees. I am a part- 
time fireman, and I receive a small retaining fee 
and a payment for each fire I attend. It is along 
time since we had a good interesting fire. All we 
have had to deal with lately are a few chimneys 
and haystacks! Do I have to pay tax on these fees? 
I also keep the fire-station welfare accounts, and 
I get £5 a year for this. ` 
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INsPECTOR: Yes, Jim, you must return this 
income. It is part of your general earnings. 

Jim (drolly): I was afraid so. By the way, 
Inspector, I have some news which may interest 
you. Old Joe’s son had been™raining as an 
accountant in the town and he has just qualified. 
He is going to start in practice here. What do you 
think of that? 

Inspector: I am delighted. I shall be able to 
help him, and he will be of great help to all you 
one-man business men in a district like this. 
Perhaps we can get him in our cricket team, too. 
Tell young Joe to call to see me. But I must be 
off unless there is anything else I can do. 

Jim: No, thank you. I think that is about all, 
but I do appreciate your help. 

INSPECTOR: Just my job; but I am glad to assist ` 
where I can ... if only more people like you 
realized . . . but what’s that new signboard CH 
have got there? 

Jim (laughing): I wondered if you would notice 
that. We are advancing with the times, Inspector. 
We were blacksmiths before, but we are agri- 
cultural engineers now! Perhaps I am getting a 
bit up-stage, especially now that I have all the 
hunt horses to shoel , 

INSPECTOR (amused): James, you surprise me. 
I really must go. Thanks again for doing the car. 

Jim: I surprise myself sometimes, sir. Sorry 
you have to go. Ah, here comes old George with 
his nag. I don’t think that I shall have to shoe the 
old lady many more times. But she is a self-willed 
old cuss. She won’t be shod inside the smithy — 
always in the open—comes of good stock, I 
shouldn’t wonder. Mind the step, Inspector! 

[fim takes up a half-made shoe, and starts up his 
bellows. . . .] 
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The Institute’s 
Twenty-first Autumnal Meeting 
The twenty-first autumnal meeting of ‘The Institute 
of Chartered Accountants in England and Wales 
comes to a elose today at Scarborough after a busy 
and enjoyable three days. 

The meeting — attended by over 500 members 
and their ladies - commenced on Thursday morning, 
when Councillor N. Walsh, M.B., CH.B., J.P., Mayor 
of Scarborough, extended an official welcome to the 
visitors, and Mr James Blakey, F.c.a., the President of 
the Institute, gave the opening address. 

At the first conference session held on Thursday 
afternoon, Mr K. A. E. Moore, F.c.4., a member of 
the Council of the Institute, read a aper on ‘The 
accountant as financial adviser’, which was followed 
by discussion. The second conference session takes 


place this morning when Mr E.. N. Macdonald, 
D.F.C., F.C.A., gives a paper entitled “The excess 
profits levy’. 

The committee and members of the Hull, East 
Yorkshire and Lincolnshire Society of Chartered 
Accountants acted as hosts for the meeting and 
their programme included a number of highly enjoy- 
able social events in addition to the conference 
sessions. 

In our next issue we hope to publish a full descrip- 
tion of the poe together with photographs 
and to reproduce Mr Moore's address. The paper by 
Mr Macdonald will appear in a subsequent issue. 


Production Control Report 
The specialist team which visited America in the 
closing months of 1951 to study production planning 
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and control published its report last Monday.4 
It notes that from its observation of American 
methods the first essential in planning for production 
is to study the markets so that the prospective share 
of trade, for as far as five years ahead, may be fore- 
cast and preparations made in accordance with these 
estimates. 

The team was impressed by the close co-operation 
which existed between design, sales and production, 
by the concentration on certain lines of product, by 
the adaptation of plant to work on a two- or three- 
shift basis, by the comparative youth and enthusiasm 
of the executives encountered and by the speed, yet 
meticulous detail, with which each stage of manu- 
facture was planned and carried out. 

The team makes three recommendations — that 
every firm, large and small, in this country should 
examine its existing arrangements for production 
planning and contol in the light of this report; that 
|E those systems which are found wanting should be 
overhauled without delay; and that small firms should 
devise a simple system to meet their own special 
requirements. ` 


Chartered Accountant to be Chief Executive 
of C.D.C. 


Another chartered accountant has just been appointed 
to a high position in a government sponsored under- 
taking. The latest appointment is that of Mr William 
Rendell, M.A., A.C.A, financial controller, since 
August 1952, of the Colonial Development Corpora- 
tion, to the post of chief executive of the Corporation. 
Mr Rendell who was admitted an associate of the 
Institute in 1937, after serving his articles with 
Messrs Peat, Marwick, Mitchell & Co, was formerly 
a partner in Copenhagen of Messrs Whinney, 
Murray, Baguley & Co, Chartered Accountants. 


Exchequer Stock Success 


The conversion offer on the 12 per cent Serial 
Funding stock does not come to an end until this 
morning and it will not be clear until after this issue 
appears how far the operation involving the new 
Government loans has been a success. Only the 
question of degree, however, remains. It is quite 
clear from the subscription to the new 3 per cent 
1962-63 Exchequer stock which opened and closed 
last Monday that this part of the operation has been 
an outstanding success. 

The authorities had let it be known in advance 
that they would be content with a subscription of 
between £200 million and £300 million and even 
when allowance is made for the fact that official 
comment if made in advance must be qualified in 
its expectations, the outcome of £341 million sub- 
scribed is an exceedingly gratifying result. 

From such figures it would seem certain that the 
banks have taken up something in the region of 





1 Obtainable (5s post free, excluding air mail) from the 
ae Productivity Council, ar Tothill Street, London, 
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£200 million which means in effect that the liquidity 
ratio of the banks has been reduced from 37} per 
cent to 34 per cent and that a useful measure of 
funding of public debt has been accomplished. 
The tactical position of the Government has been 
proved to be exceedingly strong. Its strategic position 
may be less so. While the success of a funding opera- 
tion may be applauded, the continued expansion of 
the public debt in the form of Treasury bills which 
are from time to time mopped up by such operations 
is less a source for congratulation. This remains 
true even after allowance has been made for the fact 
that this year’s funding operation has been required 
partly owing to the continuing foreign trade surplus. 


Higher Gold Reserves 


This country’s gold reserves continue to advance 
although the rate of increase over the last two months 
has been exceedingly slow. Normally, of course, this 
time of the year is one of seasonal pressure on the 
reserves so any surplus recorded is particularly 
welcome and a useful sign of resilience. 

In September the gold and dollar reserves went 
up by $17 million. The surplus was, as in the 
previous month, the result of defence aid more than 
off-setting a small deficit with the other members of 
the European Payments Union. The E.P.U. deficit 
was in fact on account of July and August; this 
E.P.U. 
for September. Excluding defence aid and E.P.U. 
there was a small surplus of $4 million in September 
on the ordinary trading account, though it was less 
than for the two previous months. 

During the month there was a fall in the trade 
with the dollar area but this is a seasonal feature at 
this time of the year. There are in fact signs that 
seasonal factors have affected the results for Sep- 
tember but not sufficiently to create an actual deficit. 


Timing Purchase Tax Reductions 


The finance and taxation group of the Association 
of British Chambers of Commerce has been con- 
sidering purchase tax at the Association’s autumn 
conference. The group was not in favour of a reduc- 
tion of purchase tax on January 31st although this 
would be a time when retailers’ stocks would be at 
their lowest. The group considered that the circum- 
stances varied as between different trades and that in 
any case the Chancellor of the Exchequer could not 
make a decision about purchase tax before the end of 
the fiscal year. This finding at least has the realism 
of bowing to the inevitable. 

The group did not like the idea of substituting a 
retail tax for the present tax which is, of course, 
levied at the wholesale stage. Its arguments against 
what is in fact a sales tax were concerned with the 
loss to retailers at the time of the change, how- 
ever, and not to the principle of a retail tax. There 
was an urgent case, the group thought, for reviewing 
the classification for chargeable goods, for exempting 
some and for reducing the levy on others. 
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FINANCE AND COMMERCE 


With the Treasury funding operation out of the 
way, the stock-market has benefited from a definite 
broadening of interest. Turnover has been at the 
highest point for over two years and demand has 
been strong for leading industrial equities. A suc- 
cession of encouraging dividend statements has 
assisted the movement. 


South African Accounts 


Group accounts are submitted this year by Sir J. L. 
Hulett & Sons Ltd, ‘in compliance with the provisions 
of the Companies Amendment. Act, 1952’, a reminder 
that the company, though financed substantially 
with British capital, is incorporated i in the Union of 
South Africa. The company 8 business in the words 


of the first paragraph of ‘the company’s accounts - 
explained in narrative form’ consists ‘mainly of Che 
growing of (sugar) cane on its own lands and the: 


milling of this cane and of a very much greater 
quantity purchased from private planters’. 
This ‘narrative form’, which extends to three 


quarto pages, reads very much like an interesting - 


and informative: lecture on the of the 
business and its finances. The figures are kept to 
normal position on the right, but the narrative on the 


left has been expanded from oes to explanatory , 


form. It is an excellent piece of work incorporating 
information that with other companies would have 
been included in notes on the accounts or in the 
chairman’s statement, As an instance, the’ narrative 
against the £255,000 for unsecured loan stock shows 
why and when the money was raised, its cost in 
interest and the amount outstanding. 

The whole publication is on quality gloss paper 
with ‘technicolour’ pictures and a map showing the 
location of the Natal sugar industry. We reprint the 
consolidation, which is not, however, a full consolida- 
tion for certain reasons given by the chairman in 
which the auditors in their report concur, Full group 
accounts are promised for next year. 

A further very useful section of the Hulett report 
is the ‘Five-year review’. This shows, among other 
things, the figures of sugar manufactured, earnings 
and their disposal, and ordinary capital in terms of 
‘Book value per £1 share’, ‘Rate of dividend declared’ 
and ‘Effective dividend rate upon book value’. 


Assets Revalued 
This year’s accounts of Thames Grit & Aggregates 


Ltd show the result of an asset revaluation which. 


puts the fixed assets up to £748,688 and £369,470 to 
capital reserve account. It is som e directors 
have been wanting to do for some time, but have 
postponed on professional advice because of the 
Town and Country Planning Act uncertainties. 
Action was finally taken with the removal of develop- 
ment charges. 


Mr H. W. Wilkinson, the chairman, SE EC that 
the revaluation will necessitate char 
‘account for land used on the basis ee present-day 
values, which will ensure as far as possible that 
‘adequate financial provision is made for the purchase 
of land to replace that excavated’, 

Land, in this company’s case, is'a wasting asset 
as the excavation of sand and ballast for the building 
industry leaves holes in the groupes The Planning ‘Ack 
as the chairman says, ‘not unreasonably’ gave 
authorities the right to make conditions on which such 
holes may be made, among them being reinstatement 
of the ground for some useful purpose. 

There is thus not only the constant need to secure 
adequate replacement land but also to have well in 
mind the best form of restoration when the ballast 
deposits have been exhausted. 


Peerless & Ericsson Ltd. 
The chairman’s address is not being published 
before the annual meeting, states a slip attached to 
the 1952 accounts of Peerless & Ericason Ltd, ‘since 
it is hoped that as many stockholders as possible will 


attend the annual meeting’. This departure from the | 


195i procedure when the chairman’s statement 
SEN the accounts is, we think, a mistaken 

cy. 
Po Admittedly, * ‘a copy of the address will subse- 
quently be circulated to all stockholders’, but the 
ideal should be to make thè annual publication as 
informative as possible in respect of the year under 
review, conditions since accounting date and pros- 


pects ahead. And that, as we fe recently, ` 


would seem to be the intention of the Companies 
Act. In this case, the directors’ report does no more 
than repeat figures already presented in the accounts. 

Members of this company have mE than normal 
reason for wanting to know how it is f. . Since the 
quoting of the stock units on the Stock xchange i in 
1946, profits have turned to losses, there has been no 
ordinary dividend since 1949, and the preference 
dividend is in arrears since March 31st, 1951. Since 
the top price of 27s 6d for the 5s ordinary units in 
1946, the price is now down to well below the odd 
op 6d. 


The company, producing food preparation 
machines, is now under new direction. Factories 
have been realized, production has been concentrated 
in the remaining works, and, with proceeds of 
realizations, the financial position. has been con- 
siderably improved. 


Death Duty Problem . 


Two companies have recently been formed by City 
interests for the provision of capital facilities for 
small businesses unable to raise finance through 
hormal methods. Safeguard Industrial Investments 
Ltd, under the management of the London & 
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Yorkshire Trust, is mainly concerned with the 
problem of the effect of death duties on the family 
controlled business or the small company in which 
the capital is held by few shareholders. 

Private Enterprises Investment Co Ltd, formed by 
the City banking houses of Samuel Montagu, 
Rothschilds, M. Samuel and S. G. Warburg, is to 
operate in a wider sphere and will cover the general 
financing problems of small and medium-sized 
businesses, but will also pay particular attention to 
the death duty problem. 

The two companies will be complementary to the 
Estate Duties Investment Trust Ltd managed by 
the Industrial and Commercial Finance Corporation 
Ltd and formed earlier this year. The early operations 
of the Trust have shown the extent of the death duty 
problem and also the whole question of the financing 
of privately-owned businesses. The two new com- 

' panies should feel a keen demand for their services. 


d Aspro Policy 


Our suggestion, when referring to the Aspro accounts 
a fortnight ago, that the company should provide a 
firm figure for sales’turnover rather than that the 
chairman should talk round the subject has brought 
a statement of the board’s view from Mr J. W. 
Jamison, the company’s managing director. A sales 
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figure, he says, ‘would reveal to many of our com- 
petitors our turnover in our one line’. 
The figure, Mr Jamison asks us to agree, ‘would 


-be of great value to such people, and would not be of 


great value to our shareholders’. He suggests, anent 
our reference to the provision of sales figures by 
the Beecham Group, that if Beechams were to give 
figures for turnover in all of their individual lines — 
‘it would be most unusual’. 

While appreciating the point that Mr Jamison 
makes, we have yet to come across an instance where 
the provision of a sales turnover figure in the annual 
report has harmed the particular company’s business 
in any way. The inclusion of the turnover figure is 
a matter of individual policy but it is also a policy 
which is becoming more widely adopted. 


Money Market 


Applications for Treasury bills on October and 
totalled £348,155,000 but only £250 million of the 
£280 million of bills offered was allotted. The market 
bidding at a maintained {99 or 4d obtained 63 per 
cent of requirements as against 7o per cent at the 
previous week’s tender. ‘The average discount rate 
was £2 2s 8-ogd per cent and was virtually un- 
changed from the previous week. This week’s offer 
is {250 million. ; 
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AND ITS SUBSIDIARY 





HULETT & SONS LIMITED 
COMPANY, DELVILLE ESTATES LIMITED 


Consolidated Profit and Loss Account for the year ended April 30th, 1953 























a e 
214,712 Trading Profit from al! sources after charging the Items Inset below 516,593 
1952 
D £ 
11,847 Loan Stock Interest .. 0. ar 11,209 
273 Interest upon temporary borrowings 543 
15! Development Investigation Expenditure . da n7 
1,434 Johannesburg Stock Exchange Quotation Expenses — 
73,640 Depreciation .. $% ah s4 a a Së Gi DÉI is xa 90,706 
— Additional amount set aside towards increased costs of replacement of fixed assets .. 101,247 
Add: 
Dividend from Refineries Investments (Proprietary) Limited — 
26,173 Subsidlary not consolidated .. A DÉI dé We 25,126 
4,122 Dividends from Other Investments .. Se Di a 153 
29,441 Interest Including Interest from Investment of Reserve Funda 19,825 
9,101 Rents Ke Lë Cé Gë vi ss oe oe 9,079 
12,397 Adjustments from previous seasons .. 3,823 
7,308 Profits from realization of sundry assets 4,395 
303,254 Net Profit for the Year, before taxation 578,994 
D £ 
| 86,650 Taxation (Note 2)* 199,100 
2,936 Less Overprovided, 1951-52... 903 
—_ 198,197 
~ 219,540 Net Profit for tha Yerr, after taxation .. 380,797 
Add: 
49,638 Balance from April 30th, [952 .. 46,803 
Available for Appropriation: 427,600 
General Reserve .. ad 225,379 
Contingency Reserve Fund P x , P 9,000 
Dividends: 
7} por cant Preference Dividends pald July (ëch, 1952, and Janu I5th, 1953 16,875 
Interim Ordinary Dividend of 5 per cent payable on July 3ist, 1953 .. asi 56,250 
Proposed Final Ordinary Dividend of 8 per cent .. Ze DÉI $0,000 
—— 397,504 
Unappropriated Profits Carried Forward £30,096 





(*Notes not reproduced. ~ Editor.) 


October 10th, 1953 


THE ACCOUNTANT ` 


416 


; C204p3 —"Pempoide) zou ONe) 






































f e $ S m 7 ribeanan 
69T OFS EF BESAT? GST OWS'EF EZE LO0'EF 
DA ee : 

Sea Ek ty on pus u pur atgoda uo “queg 38 ue Ter Irz 
Loe Ly `" peyapijosuo> 30u sojuedwog Gg S10'S6 
ter ang pus Zrgpisgne yya sunony WEIN 
ESCH DÉI DÉI DÉI DÉI DÉI `: ode eil oreo 
- "th ++ GOID P UOFEIS Feet Uo euna;puedxg Eé Senn — Ge 
t DÉI DÉI oe Are 
ars e <4 Ae 49039 Eet gel up sets SE 000'06 . PueptaiO IP10 Tut parodosg 00s Lo 
2 7 oe. CS t381E Ainge oiqeded puopjajg Lieu 
aans ost'ss Eet "21 Ainge aigeied puopjaic] wpesuy Gre 
Í oor'eer . ge Ve s s + vopeeat, Deoop 
X argent Si ae? ee SRS Lé 2103] ee 
Deel : IO 28 sueo pus syjsodeq poxia ‘spuog effi 000°E 17 i ` EE KEKI 
S up € pa FONE] yuen 
spung ons SN i al? Pus S 30N) sait 2 l 
Ie'eE ——— 
= ; 1o tt euedwop apo uj says Peiopbun OSHE ooo'ssz, 69-646] OP OIS uso Zutuang poundesury 3u93 dod Fy GTZ 
om) Be TES RES g 7 ‘7 SueunpaAut psl ` Geo db NON) TeatdeH usoq ounen 
IëCem Se Ss poasepijoruos zou duedure> Ausjpisqns IB 
7 S a(Z ON) 1805 Jy “SQUeLUAZSeAU] €re‘01s't $ 
S ss i P 960'0E DÉI oe DÉI oe nyoid porepdosddsury £08 ot 
. EERE f b S A - O'ZI pee oa A ieee’ ge puny oasasoy PUSPIAIC] 000'0LI 
BLCKIET OLEOTI'IF ESCH? , S 
z memme 3 . 00°67, ts rete rr pung saiten Zauefunue? DOE 
ést o — SIS lk PET CSRs at äer EE, E leg 99609 ` 
$ g CA R ` “eT Iot A nosy Pest — 
18819 kromm  SOS'TOI weuldinby een pus PoI ‘PYA b19SS p een Jo ve? poreon SPIEMO? OAIOEOY 
089°9 Gët eeOEI " s*gusudinby pajdo put Lionuogqr] ‘OwO Gei : o0o'OEI‘ = Sie Wisen Zeie 
enke one woe rr" "" Gepttzgd put wsd PEEL (8 VON) soasesey Spee 
Skem ott  ZOO'EOS EE EE E ee "E saupying SEO WE 
erer (oner  BS6TIS ` aoog-äuiton PUR $0207 “sFuypis Aeajroy ‘shemures | Garer 
eege) 97909 TIST "`" edu pus etei-Aëng ~ sdosg Zut EEZ'ISI coo'ose’! OOO'STH'1F 
ooze won OBR "`" Women? Der OOO'STL ` om0t ` Vom IF Jo rmmug oouasajasd oafsiun2 mue And H ` Gg 
TIST ge KENNEN S368" P PE) HIST oogst’ mert o Tt tt apao J3 jo soregg Arujpio Gett 
` sosy fex ` payden oisg 
enpa = Yo wena 
yog = Dunn 20 ISOAINSeY peyENuNssy pus pees syg 
RN uenopaidegq 307) ` plod An paxpopny 
paopmunoy f i puo ponss] ` f 
7 7 7 : 3 7 7 7 7 
LH ` Zéi 


£861 "up Idy 38 2peug SOURTEG paepijosuog 





ORLINI Säll ITHATAG ‘ANYVdWOD AHVIGISGNS SLI GNY GALIWNNI SNOS $ LIZINH “IT us 


` 


October 10th, 1953 


THE ACCOUNTANT 


417 


REVIEWS 


The Law Relating to Bankruptcy, Deeds of 
Arrangement, Receiverships and Trusteeships 


: Fifth Edition 
by O. Griffiths, M.A., LL.B., Barrister-at-Law 


(Textbooks Ltd, Harpenden, Herts. 17s 6d net) 

A new set of bankruptcy rules came into force at 
the beginning of this year and this alone would 
require a new addition of this well-known students’ 
book on bankruptcy. The opportunity has been 
taken to incorporate the effect of recent decided cases 
on the subject. The style is terse and clear, and 
copious use is made of tabulation, which is a great 
aid to comprehension and to memory. 


The Commercial Dictionary 


by A. G. P. Pullan, Barrister-at-Law, and 
D. W. Alcock, A.S.A.A., AAA, 


(Sweet & Maxwell Ltd, London. 25s net) 

This book is an adaptation from The Australian 
Commercial Dictionary which was compiled by R. 
Keith Yorston, B.COM., F.C.A.(AUST.); the necessary 
alterations having been made to meet the needs of 
readers in England. A very large number of business 
and legal terms are clearly explained ~ some of these 
terms are in common use but are not necessarily 
understood by their users. A book of this kind is 
essentially a matter of selection and the authors 
have selected well. The information includes a list 
of the currencies of the world and a table of printers’ 
correction marks. 


Butterworth’s Company Precedents 
Volume III 


Prepared by C. F. Pryke, J. W. Pryke and 


E. E. Stevenson 
Revising Editor: Raymond Walton, M.A., 
BCL, 


(Butterworth & Co (Publishers) Ltd, London. ` 
l 63s net) 

This volume is a reprint of volume VIa of the 
publishers’ Encyclopaedia of Court Forms and Pre- 
cedents. Volume VIA replaced the original volume VI 
in so far as it dealt with the litigation aspect of com- 
pany law, the change having been made necessary by 
the Companies Acts of 1947 and 1948. Volumes I 
and II of Butterworth’s Company Precedents are taken 
from Encyclopaedia of Court Forms and Precedents 
and were reviewed in our issue of March 18th, 1950. 

The subject of this review which shows the law 
as at March ist, 1953, and deals, as stated, with 
litigation, is divided into three main headings: 
Part I: Proceedings under the Companies Act, 1948, 
regulated by Order 53B of the Supreme Court; 





Rules, 
Actions. 

Preliminary notes are provided for each part, 
and deal with jurisdiction and other points of 
general interest. One problem which often puzzles 
persons coming to company litigation for the first 
time is that of finding out to what offices, and to 
what rooms, he has to go in connection with the 
various matters which arise. The preliminary notes 
provide much useful information in this quest. 

Another problem is to discover in what order the 
various steps have to be taken, and here again the 
stages of procedure set out in tabular form are most 
helpful. The tabular presentation is not new but the 
publishers are to be complimented on adopting it. 
Not only do the tables give the sequence of the pro- 
cedural steps, they also give cross references to the 
appropriate precedents given in other parts of the 
text. At the same time the tables include notes which 
serve as reminders of important points which might 
otherwise be overlooked. 

For receivers and liquidators, as well as for lawyers, 
the book will be of very great usefulness. 


1949; and Part III: Debenture-holders’ 


RECENT PUBLICATIONS 


Tee Stock ExcHanGce OrriciaL YEAR Boog, Vol. II, 1953. 
cli-cccalvi + 1651~3478 pp. 10 X 7. Price for both 
annual volumes £7 net, by post inland £7 3s 6d; abroad 
£7 ss. Thomas kinner & Co (Publishers) Ltd, London. 


RANKING, Spicer & Pec ier’s MERCANTILE Law INCOR- 
PORATING PARTNERSHIP LAW AND THE Law OF ARBITRA- 
TION AND Awarns. Ninth edition by W. W. Bigg, F.c.a., 
F.8.A.A., and C. N. Beattie, Barrister-at-Law. lv + 422 pp. 
84 xX 54. 21s net. H.F.L. (Publishers) Ltd, London. 


SHOEMENDERS, A Stupy OF GoopwiL. IN INDUSTRY, by 
Edith Ryley Richards. xiii + 91 pp. 7} X 5. 9s 6d net. 
George Allen & Unwin Ltd, London. 

Konstam on Incomes Tax, Twelfth Edition, Cumulative 
Supplement No. 2. 51 pp. 84 x 54. 6s net. Stevens & 
Sons Ltd, London, Sweet & Maxwell Ltd, London. 


COMPOUND INTEREST AND ANNUITIES ~ CERTAIN, by D. W. A. 
Donald, ong, T.D., F.F.A. viii + 300 pp. 84 x 54. 
2os net. Cambridge University Press, London. 


An INTRODUCTION TO THE THEORY AND APPLICATION OF 
Motion Stupy, by Anne G. Shaw. x + 37 pp. 74 X 5 
6s net. Harlequin Press Co Ltd, Manchester. 


A "TEXTBOOK op Economics, by J. L. Hanson, M.A., M.ED., 
PH.D. xxiv + 596 pp. 8} x 54. 18s 6d net. Macdonald 
& Evans Ltd, London. 


Tae PRINCIPLES op Cost AccountineG, Eleventh Edition, 
by E. Miles Taylor, F.C.A., F.8.A.A. iv + 196 pp. 84 X 6. 
10s 6d net. Textbooks Ltd, Harpenden, Herts. 

GLOSSARY OF GERMAN FINANCIAL AND Economic TERMS, 
by C. A. Gunston and C, M. Corner. 122 pp. 74 X 5. 
12s'6d net. English Universities Press Ltd, London, 


CotontaL Monetary Conpitions, by Ida Greaves, 
PH.D.(ECON.). ili + 95 pp. 6 x 94. 5s net. H.M.S.O., 
London. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Accounting for Goods in Transit 


Str, — It would be of great interest to the writer to 
have the opinions of your readers regarding the 
question of ‘goods in transit’ at the time of the 
annual stock-taking. The business whose accounts 
the writer handles is mainly a manufacturing con- 
cern — buying raw materials and having a certain 
amount of work carried out by outside firms. The 
problem arises when there are wide divergencies 
between the dates of suppliers’ invoices and the dates 
when the goods are received. The problem always 
arises at the end of every month, but is most acute 
when the physical ‘stock-taking is held at the end of 
the financial year. 

All goods received. up to the last day of the year 
are counted into stock, but some of these goods are 
not invoiced until the new year. Conversely, there 
are goods which are not received until after stock- 
taking but are covered by invoices dated before the 
end of the year. 

Hitherto, the stock-taking total has been adjusted 
to agree with the financial accounts by deducting 
such values from the stock as have not yet been 
invoiced, and adding such values of goods as have 
been invoiced but not received. 

It seems to the writer that these adjustments 
should not be made by altering totals of stock actually 
counted, but rather by incorporating reserves in the 
usual way in the financial accounts. By debiting a 
reserve to the ‘Resale purchases’ account in the 
nominal ledger to cover goods received but not 
` invoiced, or conversely, crediting a reserve for goods 
invoiced but not received, the trading account would 
retain a true stock figure without in any way affecting 
the gross profit. 

With an elaborate cost system involving detailed 
stock controls, the method now suggested of dealing 
with this problem seems to be more realistic and 
therefore preferable. 

Yours faithfully, 
‘GOODS IN TRANSIT”. 


Mechanized Bank Pass-books 


Sir,-No doubt the practising members of the 
profession have noticed the modern trend of banks 
to change their system, whereby a full record of the 
cheques drawn was shown, to a system of numbers. 
It is appreciated what a time-saver this system may 
be to the bank clerks, but imagine the impasse of a 
back duty case that may face the accountant several 
years hence when his main source of information is 
a bank statement. He may be called upon to investi- 
gate his client’s affairs and perhaps his first move may 
be to obtain the client’s counterfoil cheque books 
and bank statements for the purpose of obtaining the 


date of a capital investment. The client, alas, has 
long since destroyed the counterfoils and statements 
and the accountant will ask the bank to furnish 
duplicate statements for the past years, only to be 
confronted. with a mass of meaningless numbers. 

I have recently had occasion to prepare accounts 
for the past three years whereby all records had been 
destroyed. I obtained duplicate bank statements 
and my problems were solved, say, by 80 per cent 
by the banks’ prior method of recording. 

I think an early review should be taken of this 
number system before it is too late. Perhaps the 
method was conceived to conceal ready information 


from prying eyes or jealous wives! 
Yours faithfully, 4 
° A.A.S.A. NORTHAMPTON. , 


[Readers will no doubt recall the previous corres- 
pondence on this subject which culminated in an article 
entitled “The mechanized bank pass-book: name of 
payee or cheque number’ by ‘A Banker’ in our issue 
dated July 10th, 1950. — Editor.] 


Stamps on Receipts 

Sm, — I must join issue with the suggestion, in the 
leading article on this subject in your issue of Sep- 
tember 12th, that the statutory definition of a receipt 
subject to 2d stamp duty is applicable to the majority 
of ‘sales bills’ handed by large retailers to customers 
making cash purchases of goods amounting to £2 
or over. On the contrary, great care has been taken 
to ensure that the wording of these documents does 
not constitute or even imply acknowledgment of 
payment, and the Controller of Stamps maintains a 
watchful eye on us from this standpoint. 

You may perhaps ask what function is performed 
by the document handed to the customer other than. 
that of being ‘a record of the money paid’. The 
answer is that it serves as an acknowledgment that 
the customer has bought the goods described in it, 
and is therefore entitled to take them away. This 
fully meets the requirements of the generality of 
cash customers. Those few who require an acknow- 
ledgment of payment, e.g. for submission to some 
third party, ask for and are given a receipt, properly 
stamped. 

Yours faithfully, 
DONALD BARBER, 
Secretary, 
RETAIL DISTRIBUTORS’ 
ASSOCIATION INCORPORATED. 
London, Wr. 
{Our correspondent certainly has the Inland Revenue 
on his side as is witnessed by a Written Answer given 
in the House of Commons by the then Chancellor of 
the Exchequer on July 4th, 1949 (reproduced under 


October 10th, 1953 


‘In Parliament’ in our issue of July 16th, 1949). 
However, the fact that the Inland Revenue do not 
prosecute in respect of particular forms of document 
is by no means conclusive that the document is outside 
the very wide statutory definition of ‘receipt’. As 
regards the second paragraph of our correspondent’s 
letter, one can only speculate on the fate of a customer 
in a cash store who tries to maintain that the slip of 
paper he har been given entitles him to carry the goods 
away without first paying for them. In practice, the 
document he eventually gets is his passport out of the 
shop, and he does not normally get it until he pays. 
Apart from these curious documents, so difficult to 
name, it is a matter of frequent occurrence for cus- 
tomers to receive receipts, in the full sense of the 
word, which are nevertheless not stamped. — Editor.] 


Sir, — I was interested in the article on ‘Stamps on 
receipts’ in The Accountant of September 12th, 1953. 
As stated, the number of cash sale notes which 
should be stamped, but which are, nevertheless, issued 
without the 2d receipt stamp must be phenomenal. 
The substitution of the title ‘Cash sale’ by ‘Non- 
credit’ or ‘Non-entry’ has been suggested as sufficient 
to take the documents out of the statutory definition 
of receipts, but such expedients would not be 
necessary if the law were suitably amended. 

A new slant on this question has, however, 
recently been drawn to my attention and I should be 
interested co know whether any readers have evidence 
of its adoption in industry. I should also be interested 
to know whether the proposed procedure would be 
considered adequate by company auditors. 

When a payment is made by cheque, banking 
procedure ensures that proof of payment can be 
established, even if a receipt is not obtained from 
the payee. Receipts that serve no useful purpose are 
a needless expense, and so debtors who pay their 
accounts by cheque, money order or postal order 
need merely be requested to return a ‘tear off’ portion 
of their statement of money owing with their 
remittances, The portion retained would provide a 
space for the number and date of payment which, 
together with the paid cheque, money order or 
postal order counterfoil, would serve as sufficient 
evidence of payment. Receipts would then only be 
given when specially asked for or when cash is 
tendered. 

A firm issuing 72,000 receipts per annum would 
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save {600 per annum in the cost of receipt stamps 
alone and other running costs would be reduced. 
The saving to industry is obvious, but I wonder 
how the Government would react to the reduction 
in revenue which the general introduction of such 
a method would entail. 

Yours faithfully, 

J. R. ELLIS, a.c.a. 

Chapel-en-le-Frith, Stockport, Cheshire. 


Management Accounting: the Cash Forecast 


Sir, - On reading my letter on the above subject, 
which you published in last week’s issue of The 
Accountant, I notice that depreciation of £20,000 
which should have been added to the opening profit 
figure was, in fact, deducted. 

As I have no doubt that several of your readers 
will be writing to point this out, perhaps you will 
accept my apologies for this error. 

Yours faithfully, 
C. L. METCALFE. 

Higham Ferrers, Northants. 


‘Replacement Profit is False’: 
Mr Briscoe’s Rejoinder 


Sm, — Reading your correspondents’ letters on my 
article ‘Replacement profit is false? (your issue of 
June 6th, 1953), I note an underlying assumption that 
the truth is somehow old-fashioned and reactionary, 
something that is not particularly important, and 
that: we, the orthodox accountants, must be prepared 
to abandon the truth if we are to continue to be useful 
to society. This I strongly deny, for on the contrary, 
it is the victory of truth over ignorance and super- 
stition which is the basis of all progress, and we are 
indebted to Keynes for the truth about those economic 
matters which affect us as accountants. I do not mean 
that he applied his mind to this particular problem, 
but he provided the knowledge which enables us to 
solve it. We are not held back or imprisoned by 
ignorance. Keynes found the truth, and the truth 
has set us free. 

I submit that none of your correspondents has 
established the truth of replacement accounting, that 
it is not established by the Association of Certified 
and Corporate Accountants in their treatise Accounting 
for Inflation, nor have I been able to discover any- 
where a demonstration of its truth. f 

Let us examine it once again. We will take eight 
units of real wealth: AB C D E F G and H. Aand B 


SIMPLIFIED ORTHODOX NATIONAL ACCOUNTS 
Fifteen years 1938 to 1952 inclusive 


Unit of real wealth equals £1 in 1938 and £2 in 1952 
Real units and monetary units 1 = 1,000 million 














£ Units 

Opening equipment and stock .. Wa 10 10 

Outlay on goods sold 180 go 
Profit ri a 19 

209 109 

Outlay on goods not sold Zë e 20 10 

£229 110 





£ Units 

Consumption (sales) 209 100 
209 100 

Closing equipment and stock .. Ae 20 10 
£229 110 
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were made before the current period, C-H were made 
during the current period, and of these G and H were 
not consumed. Identifying our units by these letters, 
we find that income for the current period calculated 
by the replacement method is made up of units A and 
B which were made before the period started, plus 
units C-F which were made during the period, while 
G and H although made in the current period, we are 
told are, nevertheless, not income of that period. This 
follows from the cofrect application of Pigou’s defini- 
tion, for the inflowing strearn of production is made of 
eight units A-H and from these have to be deducted 


£ Units 
Opening equipment and stocks ig 10 10 
Outlay on production .. 200 100 
Provision for higher re lacement costs of : 
equipment and stocks 10 - 
Profit Re SS à ot ote 9 
£229 110 





G and H in order to replace A and B, and so main- 
tain real wealth, All reasonable men must agree that 
it is false to say that our current income is composed 
of units A-F when of these A and B were not cur- 
rently made and G and H which were currently made 
do not appear at all. This in all its simplicity establishes 
once and for all that income of any period is not what 
remains after maintaining capital intact. Our true 
current income is what we can consume without 
dipping into our capital, viz. C-H. Since we have 
voluntarily consumed A and B to that extent capital 
has been eroded. Since we have voluntarily saved 
G and H we have replaced our capital. Whether we 
do better than this or worse is also a free decision of 
the community. 

Now ‘Pettifogger’ (your issue of June 27th, 1953) 
maintains that this proof breaks down because it does 
not distinguish between the voluntary act of personal 
consumption and the wearing out of fixed capital 
whichis the accompaniment of the productive pro- 
cess, but he has overlooked that the wearing out of 
fixed capital does not involve any erosion of real 
wealth. A moment’s reflection will remind us that when 
fixed capital and raw materials are used in the pro- 
ductive process the wealth involved is not lost but 
changes its form and emerges as stocks of finished 
goods and services ready for and awaiting con- 
sumption. 

This means that all erosion of wealth takes place 
as a result of, and only as the result of, voluntary 
decisions by the community to consume the finished 
product. ‘Pettifogger’s’ criticism therefore fails, and 
with it his other assertion that there is nothing in 
Pigou’s definition to prevent capital being con- 
sumed, for this depends upon the first. 

My example, set out on the previous page, illustrates 
a case where the community, in spite of saving in 
monetary terms, is no better off-in real terms. 

This shows that 100 units have been consumed, 
10 from the past and go current and that the orthodox 
income, past and present, generated by these units 
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they laid out and have got it back. The. orthodox 
income is, therefore, true in monetary or real terms. 
Lastly, they laid out a further £20 creating ro units, 
and this income is equal to the value of the goods at 
cost and is, therefore, true income, and the com- 
munity, because of inflation, has had to save £20 
instead of {ro to maintain their real wealth. 

Mr K. Lacey (your issue of July 4th, 1953) does not 
attempt to disprove this, but like the Association of 
Certified and Corporate Accountants, he takes as an 
axiom that Pigou’s definition should be applied to 
my example as follows: ; 





; £ Units 
Consumption (sales) e Ge 209° 100 
Closing equipment and stock . ef 20 190 

£229 Iro 


But this does not carry out the terms of the definition? 
which can be correctly applied only as follows: 


£ Unit 
Opening equipment and stocks D 10° 10 
Outlay on current production sold 180 90 
Orthodox profit on sale of opening equip- : 
ment and stocks and current produc- 
tion S 19 - 
Outlay on ‘current production unsold . 20 10 
Inflowing stream of output = gross in- ` 
come (units A-H) a 8 229 IIO 
Deduct amount maintain 2. 
real capital intact E G and H) . 20 ro 
Net income (units A~F) £209 too 
Equal to consumption in this special 
case where real wealth is ance 
maintained £209 ron 


This is the true application because in strict con- 
formity to the definition it sets down the inflowing 
stream of production (gross income), deducts the 
amount required to maintain capital intact, leaving 
net income. It is used in a modified form to produce 
the national accounts; it is false as I have shown but 
it does not call for any alteration in orthodox ac- 
counting. 

Replacement accountants forget thet monetary profit 
merely decides in'the open market how total real 
income is to be shared between business men and the 
rest of the community. In the example of the national 
accounts above, the business men get 19/209ths of 
the rco units sold, and if you tell a lie and say that 
their profit is Zo only, you do not alter anything — 
they still get 19/209ths. All you have done is to make 
a false statement so that when the rest are dissatisfied 
with their share of the real wealth available, when they’ 
find that their wages are not buying as much as 
before, you dishoneatly produce your false accounts 
and ‘prove’ to them that you are getting even less. 
Since profit merely decides how total income is to, Se 
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sary monetary saving while extracting the real sacrifice 
from the others, a rather disreputable modern way 
of grinding the faces of the poor because it relies 
upon their ignorance to get by, for in most cases in 
times of inflation the business men have already 
charged a price which shows a normal profit on re- 
placernent cost, and having extracted as much as 
they can in open-market, their demand to calculate 
their profit by the replacement method amounts to a 
conspiracy with their accountants, furtively as it 
were, behind the scenes, to improve their bargaining 
position still further. I am sure that I shall not appeal 
in vain to my fellow accountants to have nothing to` 
do with this dishonesty. 

Lest I be accused of being impractical will you, sir, 
allow me a little more of your space, briefly to show 
how this works out in our everyday affairs. Keynes 
has given us the knowledge, so that, although we are 
accountants, not economists, we can understand the 
wider implications of our work. I claim that in any 
period the community voluntarily decides to spend 
Part of the income it saved in the past and so con~ 
sumes a part of its accumulated real wealth. This real 
wealth belongs to the business men and it is their 
past income which has been saved; it is their monetary 
capital, and you may pertinently remind me that they 
do not spend it; they lay it out again. 

You will readily agree that when contemplating the 
national income we do not expect to find that those 
people who make capital goods save their income and: 
those who make consumption goods spend theirs, 
and you will, therefore, not be surprised to find that 
the decision to spend past income is carried out by 
substitution. The capital laid out again is income to 
the people who make the new wealth which is carried 
forward to the next period; they do not save it; they 
spend it on the old wealth brought forward from the 
past, but it remains true that the community as a 
whole has voluntarily decided to consume past 
wealth, and has voluntarily decided to save wealth 
for the future. The orthodox principle is therefore 
carried out in practice by substitution. The income 
generated by outlay on goods carried forward should, 
in my present sense, be saved, but is spent. The 
business men’s capital, being their past savings, 
should be spent, but continues to be saved, and is 
laid out again. The one takes the place of, and provided 
prices are stable, balances the other. 

If inflation intervenes, then an additional amount 
must be laid out to maintain real wealth, and this too 
is an amount saved, but there is nothing which can 
be substituted to cover it. It therefore involves addi- 
tional savings by the community’and as Mr Lacey 
points out, they are not in the mood to make the 
necessary sacrifice. Replacement accountants would 
impose the necessary discipline on society by falsifying 
profit, and if by opposing them I appear to be unhelpful 
it is because I do not believe that they would achieve 
their object by such chicanery. 

Nevertheless, it remains true, as Mr Bibby (your 
issue of June 2oth, 1953) bluntly affirms, that inflation 
has the effect that, if business men spend no more 
than their orthodox income they will find themselves 
less well-off in real wealth as the years go by. They 
have to learn that up to the point where they have 
spent their income they are no worse-off as I have 
shown above, but when they lay their money out 
again, then in common with everyone else they find 
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that it buys less. That is why they grow poorer in 
real wealth and nothing can be done about it, if the 
community permits the dishonesty of inflation. 
Nothing can be done, that is, unless you are pre~ 
pared to match it with more dishonesty, unless 
accountants are prepared to deceive by certifying 
false profits as true, and can get their lie believed. 
The brave new world which replacement accountants 
offer you is built on dishonesty added to dishonesty. 

It is not so many years ago that the then President of 
‘The Institute of Chartered Accountants in England and 
Wales, in the Kylsant case, was justified in bearing 
witness that profits calculated after adding to or draw- 
ing upon secret reserves were ‘true’ profits. Today all 
agree that such profits are false and we may con- 
gratulate ourselves on this step towards the truth, this 
small addition to all those things which add up to a 
better world. The next major step is undoubtedly to 
establish that writing down stocks to market price 
must be by way of allocations out of profit, not a 
charge against profit, for how can honest men certify 
as true the definite cash profit made on the sale of 
units A-F, to use my example, after reducing that 
definite sum by an amount which it is thought or 
indeed is definitely known, will be lost on the sale of 
units G and H. That should be a transfer to reserve, 
thereby disclosing the extent of management’s lack 
of foresight, in short, what bad buyers they are. 

These things I maintain are the progressive steps 
by which our profession may improve its usefulness 
to the community. Our value lies in the reputation we 
establish that when we certify that a statement is 
true and fair it is so. 

Consider the following certificate: 

“We have examined the books and accounts of the 
company and have obtained all the information and 
explanations we have required. We certify that the 
resulta disclosed have been correctly calculated on a 
basis which in our opinion is in the best interests of all 
concerned.’ 

This, or something on these lines, I maintain is the 
only honest certificate which replacement accountants 
can sign, whereupon the rest would indignantly ask, 
who are these accountants who presume to know what 
is good for us. This will not do; this is not our job. 
As members of a profession which has gained the 
respect of all, our path is plain: it is our duty to seek 
the truth to the best of our ability and so to certify 
with a quiet mind that the results disclosed are true 
and fair, and we shall reap our reward for our fellow 
men will honour us for our integrity, respect us for 
our knowledge and like us because we are unassuming. 

This, sir, I venture to say, marks the end of the 
replacement theory. No doubt there wil] be mopping- 
up operations, and people must have time to readjust 
their minds, but the main battle is won. Like the 
Douglas Credit Scheme and many other economic 
theories, it withers and dies in the light of the truth. 
For those to whom the truth means little it will retain 
its appeal, and like the Douglas scheme it may linger 
on in the remoter parts of the world where super- 
stitions die hard. For its demise we have Keynes to 
thank, for had he not harnmered out his general theory 
we might in ignorance have done great harm to our 
profession, but he gave us the knowledge with which 
to reach the truth, and for that we may be thankful. 

Yours faithfully, 
Kings Norton, Birmingham. H. A. BRISCOE. 
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NOTES AND NOTICES 


Personal 


Messrs E. M. Owen & Co, Chartered Account- 
ants, of 11-13 Victoria Street, Liverpool, 2, announce 
that as from October eh, 1953, they have taken into 
partnership Mr WILL Dome as CORKISH, A.C.A., 
who has been associated with the firm for many 
years. The name of the firm will remain unchanged. 


Messrs Lever Bros. & Co, Chartered Accountants, 
of 1 Devonshire Square, Bishopsgate, ECa, announce 
that as from October rst, 1953, they have admitted 
into partnership Mr Stuart M. LEVER, M.A., A.C.A., 
the son of the senior partner, Mr HENRY LEVER, 
F.C.A. 


Messrs Sipney H. Bocktanp & Son, Chartered 
Accountants, of Moorgate House, 6 Christina Street, 
Swansea, announce that as from October 1st, 1953, 
they have admitted into partnership Mr W. 
Hoop-W1rLLiams, A.C.A, and Mr WILFRED ; 
JONES, B.COM., A.C.A, who have been associated with 
the firm for some years. The style of the firm will 
remain unchanged. 


Mr J. Gerorrrey HOLCROFT, F.C.A., practising 
under the style of F. HUNTER, GREGORY & LORD, 
Chartered Accountants, at Irwell Terrace, Bacup, 
Lancs, announces that he has taken into partnership, 
as from October Ist, 1953, Mr JOHN SOWERBY 
GARTSIDE BARKER, A.C.A., and Mr Cirmrorp Roy 
Pickup, a.c.a., both of whom were articled in the 
firm. The style of the firm will remain unchanged. 


Messrs GRAHAM, SMART & ANNAN, Chartered 
Accountants, of 22 Charlotte Square, Edinburgh, 2, 
announce that Mr MICHAEL GEORGE WITTET, A.C.A., 
has been assumed a partner of the firm as from 
October ist, 1953. 


Messrs THOMSON, JACKSON, GOURLAY & TAYLOR, 
Chartered Accountants, of 24 George Square, 
Glasgow, Cz, announce that they have assumed as 
a partner, as from October ist, 1953, Mr WILLiam 
FENWICK GEMMILL, B.L., C.A., who received his 
training with the firm and their London firm 
Messrs Jackson, TAYLOR, ABERNETHY & Co, Char- 
tered Accountants. 


Messrs JOHN Baupock & Co, Chartered Account- 
ants, of Grantham’ and Nottingham, announce that 
Mr W. J. C. GREGORY, M.A., C.A., recently principal 
internal auditor, Road Haulage Executive, has joined 
them in partnership. 


Messrs Hopen, Howarp & Co, Chartered 
Accountants, of 3 Abchurch Yard, London, EC4, 
announce that as from October ISt, 1953, they have 
admitted into partnership, Mr James May SELBY, 
A.C.A, and Mr FREDERICK JOHN TREVERS, D.F.C., 
ACA, both of whom have been members ‘of their 
staff for some years. The name of the firm remains 

. unchanged. 


Lorp Lama announces that as from October 
ist, 1953, his business address will be as follows: 
Lama & Co, Certified Accountants, Walter 
House, 418-422 Strand, London, WC2. 

Messrs T. C. Squance & Sons, Chartered 
Accountants (incorporating JoHN PARKER & Sons), 
of 26 John Street, Sunderland, and at Darlington, 
“announce that as from October ist, 1953, they have 
taken into partnership Mr MICHAEL Jonn Lawry 
SQUANCE, A.C.A., son of the late Mr E. L. SQuance. 
The style of the firm will remain unaltered. 


Professional Notes 


Mr D. V. House, F.C.A., Vice-President of the 
Institute, and a partner in the firm of Harmood- 
Banner, Lewis & Mounsey, Chartered Accountants,, 
has joined the board of the Triumph Investment 
Trust Ltd. 


Mr R. G. Sutton, F.c.a., has been Geen 
chief accountant of Simms Motor Units Ltd. 

Mr C. L. Woolveridge, F.c.a., a partner in the 
firm of Binder, Hamlyn & Co, Chartered Account- 
ants, has been appointed a director of George 
Spencer Moulton & Co. 

Mr Kenneth Claude Thompson, AS, A. A., ALM.T.A 
A.C.1.8., senior section head in the Chief Accountant’s’ 3 
department of the North Western Electricity Board, 
has been appointed chief accountant to the Board 
(as from November joth, 1953), in succession to 
Mr Albert Heaton who is retiring. 


- Revenue Paper: Michaelmas Sittings 1953, 
Droen Court op Justice (CHancery Division) - 

The following cases are down for hearing in the 

Chancery Division: 

In the matter of R. L. Holt, deceased, and in the 
matter of the Finance Act, 1894, Cecil Raymond 
Holt and Others v. C.LR. 

J. R. Hammerton v. J. H. Overy (Inspector of Taxes). 

Harold Victor Boatland (Inspector of Taxes) v. 
Kramat Pulai Ltd. 

CIR v. Kramat Pulai Ltd. 

CIR. v. Southern Malayan Tin Dredging Ltd. 

CIR v. Malayan Tin Dredging Ltd. 

Commercial Securities Ltd (in liquidation) v. CIR. 

J. W. H. Brocklebank (Inspector of exe) v. 
The Raw Cotton Commission. í 

Westminster Bank Ltd v. C.LR. : 

Bramford’s Road Transport Ltd v. T. I. J. Evans 
(Inspector of Taxes). 

G. H. Atkins & Sons v, E. F. Clayton (Inspector of 
Taxes). 

Samuel Cusick Ltd v. J. Ryan (Inspector of Taxes). 

A. & J. Mucklow Ltd (in liquidation) v. C.LR. 
[We hope to give the list of Court of Appeal cases 

in an early issue. — Editor.] 
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The Chartered Accountant Students’ Society 
of London 


The following meetings of the London Students’ 
Society will be held during next week: 
Monday, Final Course Lectures: 

9.30 a.m.: “Building societies’, by Sir Bruce Wycherley, 
M.C., F.C.L8. (managing director, Abbey-National 
Building Society). 11.15 a.m.: ‘The finance of foreign 
trade’, by Mr G. I, Williamson (assistant manager, 
Midland Bank, Overseas Branch). 2.0 p.m.: ‘The 
capital structure of limited companies’, by Mr H. J. S. 
French, ong, BGL, (London and Yorkshire Trust 
Ltd). 5.30 p.m.: ‘The committee answers’ — a general 
discussion of students’ problems — Chairman, Mr 
D. V. House, F.c.a. (Vice-President of the Institute). 

Tuesday, Final Course Lectures: 

9.30 am.: ‘Goodwill’, by Mr R. J. Carter, B.COM., 
F.C.A. II.r5 am.: ‘Receiverships and bankruptcy 
practice (including deeds of arrangement)’, by Mr 
Leslie Cork. 2.0 p.m.: "The accountant’s place in an 
industrial organization’, by Mr E. H. Davison, A.C.A. 
(chief accountant, Courtaulds Ltd). 

Wednesday, Final Course Lectures: 

9.30 a.m.: “The chartered accountant and accounting 
mechanization’, by Mr J. Sandford Smith, A.C.A. 
Ir.r5 a.m.: ‘Costing’, by Mr Lawrence W. Robson, 
F.C.A, F.C.W.A. 2.0 pm.: “The consolidation of 
accounts in practice’, by Mr W. E. Parker, C.B.E., 
F.C.A. 3.45 pm.: ‘Stock Exchange practice’, by 
Mr T. R. Maguire (member of the Council of the 
Stock Exchange). 

Thursday, §.30 p.m. (at the Library): 

Beginners’ debate (limited numbers); motion: ‘That the 
present licensing laws encourage drunkenness and 

` disorder’, 

Friday, 5.15 p.m. (at the Institute): 

Introductory course lectures on (1) ‘The chartered 
accountant’s profession’; (2) “The conduct of a typical 
case in the Courts’. 


The Sheffield and District Chartered 
Accountant Students’ Society 


The report of the committee of The Sheffield and 
District Chartered Accountant Students’ Society — 
presented at the Society’s recent sixty-second annual 
meeting ~ records a further increase in membership 
which now, numbers 202. 

During the year ended April 30th, 1953, members 
spent an active year in which an extensive programme 
of lecture meetings was held and a visit made to the 
factory of Messrs Newton Chambers & Co Ltd. 

The annual dinner took place at The Grand Hotel 
on March 6th, in conjunction with The Sheffield and 
District Society of Chartered Accountants, and was 
preceded in the afternoon by an address by Mr 
T. B. Robson, M.B.E., MA, F.C.A. The Society’s 
Christmas party, held at The Brincliffe Oaks Hotel, 
once again proved a great success and was enjoyed 
by some 200 members and friends. 
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The officers of the Society for the year 1953-54 
are as follows: 

President: Mr R. G. Beard, F.c.a. 

Vice-Presidents: Messrs J. F. Dunk, Sea, and A. G. 
Thomas, F.C.A. 

Chairman of Committee: Mr K. West, A.C.A. 

Committee: Messrs D. R. Britton; I. D. Livingstone, 
B.A.(econ.); G. Maeer; J. P Peterken, B.a.(ECON.); J. H. 
Rodger; R. S. Sanderson; and B. L. Simpkin. 

Hon. Treasurer: Mr J. K. Archbold. 

Joint Hon. Secretaries: Mr D. K. Gardiner and Mr 
J. J. D. Coates, c/o T. G. Shuttleworth & Son, 32 Wilkinson 
Street, Sheffield, ro. 


South Wales and Monmouthshire Chartered 
Accountants’ Golfing Society - 

The autumn meeting of the South Wales and 
Monmouthshire Chartered Accountants’ Golfin 
Society was held on the links of the Royal Porthcawl 
Golf Club on September asth in perfect weather, 
despite previous days of heavy rain and gales. The 
attendance of principals was disappointing, but there 
was an inerease in the number of articled clerks. 

The results were as follows: 
Captain’s Cup (Principals) 


S. L. H. Williams , 92—16 =76 

P. S. Potter z ii ii 94—15=79 
Deloitte Tankard (Articled Clerks) 

P. D. Price ile S eg , 82—10=72 

G. W. Jones ne , 108—24=84 
Stableford Foursomes 

S. L. H. Williams and K. L, Saies 28 pts. 

M. Dixon and J. R. Simons 23 pts. 


Sealed Holes 
Morning H L. Jones 
Afternoon — H. L. Jones and C. R. Daniel. 


Incorporated Accountants’ Students’ Society 
of London 


The first annual dinner of the Incorporated Account- 
ants’ Students’ Society of London held on Friday, 
October 2nd, at Incorporated Accountants’ Hall, was 
attended by over seventy members and guests. 

The dinner was in honour of the President, Mr 
E. Cassleton Elliot, F.s.a.a., and among the guests 
were: 

Professor W. T. Baxter, B.COM., C.A, (Department of 
Accounting, University of London); Sir John Braithwaite 
(Chairman, London Stock Exchange); Professor F. Sewell 
Bray, ¥.C.A., F.S.A.A. (Stamp-Martin Professor of Account- 
ing); Mr Colin Campbell, a.8.a.a.; Sir Harold Gillett, M.C., 
F.c.A.; Messrs S. C. Ireland (Editor, ‘Peers Debates’); 
Derek du Pré (Editor, ‘The Accountant’); L. G. Mansfield, 
F.8.A.A. (Auditor, Incorporated Accountants’ Students’ 
Society of London); H. D Sheasby, M.B.E., F.C.A., F.S.A.A. 
(Chairman, Incorporated Accountants’ London and District 
Society); Francis Whitmore (City Editor, “Daily Telegraph’). 

Sir Harold Gillett proposed the toast of the Incor- 
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porated Accountants’ Students’ Society of London, 
to which Mr E. Cassleton Elliot responded. The toast 
of ‘The Guests’ was proposed by Mr A. V. Hussey, 
F.8.4.A., and replied to by Sir John Braithwaite. 


The Institute of Actuaries . 
An ordinary general meeting of. The Institute of 
Actuaries will be held in the Hall of the Chartered 
Insurance Institute, 20 Aldermanbury, London, 
ECz, on Monday, October 26th, at 5 p.m., when a 
paper entitled “The concept of probability’ by 
R. D. Clarke, F.1.A., #.8.8., will be submitted. 

Members may bring guests, and tea will be served 
from 4.30 p.m. in the members’ lounge on the lower 
ground floor. 


Our Contemporaries 


‘Tue Accountants’ JournaL. (Wellington.) (July.) ‘A. 
ctions and- 


survey of some of the more important 
responsibilities of the accountancy profession in relation 
to commerce, finance and currency’, by R. C. Burgess, 
¥.P.A.N.Z. 

‘Tre INTERNAL AUDITOR. (New York.) (September.) “Wage 
and salary determination and administration’, by Henry 
W. Spitrhoff. ; 

Tue CANADIAN CHARTERED ACCOUNTANT. (Toronto.) 
(September.) 

LOCAL GOVERNMENT FINANCE. (October.) 

THE ACCOUNTANTS JOURNAL. (October.) 

Tue Cosr AccounrantT. (October.) 


Other Publications Received 
Tre CHAMBER OF COMMERCE JOURNAL, (September.) 
JOURNAL OF THE Roya Society or Arts, (October,) 
Tue BULDING SOCIETIES’ GAZETTE. (September.) 
INDUSTRIAL WELFARE, (July-August.) 
Dig WIRTSCHAFTSPROFUNG. (Stuttgart.) (October.) 
BULLETIN FOR INTERNATIONAL Fiscal DOCUMENTATION. 

(Amsterdam.) 

Tue, Woman C.P.A. (New York.) (August) 
F.B.I. Review. (September.) 


TWENTY-FIVE YEARS AGO 
From The Accountant or OCTOBER 13TH, 1928 
Extract from Weekly Notes 
Audit of Solicitors’ Accounts 


The remarks of Mr. George E. Hughes at the Law” 


Society’s meeting on the desirability of a compulsory 
audit of solicitors’ books will certainly be endorsed 
by our readers. At the present time a solicitor’s 
articled clerk has to pass an examination in book- 
keeping, but once qualified and in practice there is 
no legal obligation on him to keep books in any sort 
or in any particular form, or to have those he does 
keep professionally audited. The fact that defaulting 
solicitors are comparatively rare is evidence that the 


THE ACCOUNTANT 


October 10th, 1953 


majority do keep their books in a proper manner, but 
compulsory audit is a matter of common sense which 
would afford protection to both solicitor and client. 


_ Mr. Hughes went on to suggest that the solicitors’ 


profession might be reorganised by the formation of 
two groups, namely, Fellows and Associates. Fellows 
would be entitled to practise on their own account, 
would submit to compulsory audit and bonding to 
secure their fidelity or contribution to the indemnity 
fund; and Associates, while enjoying the right of 

audience in the inferior courts, would only be - 
entitled to act as managing clerks retained by Fellows. 


SEVENTY-FIVE YEARS AGO - 
From Che Accountant op OCTOBER 12TH, 1878 
A Bank and Professional Auditors 


Whether the surmise contained in the following, 
letter to The Times be correct or not, the lesson of the 
necessity of a compulsory professional audit cannot 
be too strongly enforced:— 

“October 7, 1878. 

“Sir,—In your City Article on this subject you state 
that there is reason to believe the balance-sheet of this 
company published in June last was incorrect. The 
natural question is by whom were the accounts 
audited. I rather suspect not by properly appointed 
professional auditors. 

“I know of banking companies the figures of which 
are only vouched for by their own directors, and as 
long as shareholders are apathetic enough to allo<y 
this state of things to exist ‘smashes’ of the sort we 
are now lamenting will happen. 

“Surely it is time that the question of auditors to 
public companies should be thoroughly ventilated 
and considered by unsuspecting shareholders. 


“Faithfully yours, 
“A LATE BANK INSPECTOR.” 


TAXATION REPORTS 


IMPORTANT SERVICE TO PRACTITIONERS 


Thesa advance reports, published by Gae A Co (Publishers) Led, In collabor- 
ation with Taxation Publishing Co Led, have the following advantages: 
Reports of every English and Scottish case are posted co subscribers as soon 
DI Ile after the tramcript of his judgment has been approved by the 
Judge and ts avallable dr EVERY Income-tax, E.P.L., profits tax, stamp duty, 
and estate duty Judgmanc In the English and Scottish Courts is reported 
H e reports are accredited for citation In Court, and are prepared by 

r N. E Mustoa, Q.C. a The reports include full reports of the judgments 
with derailed head-nores Ak Tables of cases and of statutes judicially con- 
sidered, and a subject Index, are provided at the end the year op 
completion of each volume, 


Annual Subscription 30/~ post free 
GEE & COMPANY (PUBLISHERS) LIMITED 


27-28 BASINGHALL STREET, LONDON, EC2 MONARCH 5347-8 
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AUTUMNAL ‘MEETING 


LSEWHERE in this issue we give a full and illustrated 
co of the proceedings at the twenty-first. autumnal 
-4meeting of The Institute of Chartered Accountants in 
England and Wales. Suffice it to say that the traditions of previous 
autumnal meetings have been most worthily upheld and that all 


- those who were able to attend enjoyed’ an. occasion which offered 


an invigorating mixture of business and. pleasure. .. 

The presidential address of Mr James BLAKEY, F.C.A., covered 
a wide field of matters in which both members of the Institute 
and of the profession generally. are. deeply interested. Speaking 
on domestic subjects, Mr BLaxeY mentioned the steady increase 
in membership and gave some details of the Institute’s eminently 
satisfactory finances. He stressed the marked. increase in. the 
Institute’s activities and. referring’ to the importance of main- 
taining ‘a flow of new members who will not merely add to our 
size but will also add to our stature and reputation’, offered. 
helpful counsel on the selection and training of potential members. 

The duty of a member of the Institute before accepting nom- 
ination for appointment as auditor or professional accountant 
to a company, partnership or private individual, to communi- 
cate with the previous auditor or professional accountant, is the 
subject of a statement in the members’ handbook. The PRESIDENT 
said that there appeared to be 

‘Some misunderstanding about the nature of the communication 

which should be sent and the time at which it should be sent.’ 
and offered some advice on these two points. We hope to discuss 
this matter in a leading article in an early. issue. 

MR Brakey concluded his helpful address with comments on 
the national outlook, stressing the part that can be played by 
chartered accountants, 


THE FINANCE ACT, 1953—XI 


Section 30: Chattels Accepted for Estate Duty 


HE desirability of preserving beautiful and historic houses 
and making them available to the public has received much 
publicity of late. The point has been made that visits to 
such buildings will be more enjoyable and worthwhile if the 
furniture and other contents are left in situ—assuming that 
these are either beautiful or of historic interest, or illustrate the 
way in which such houses were furnished as private dwelling 
houses. The Finance Act, 1951, by Section 33, provided for 
exemption from estate duty of chattels ofthis kind which are given 
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to the National Trust for display in a building 
owned by the Trust. 

Section 30 of the Finance Act, 1953, provides 
further encouragement for keeping chattels with 
their appropriate buildings. It also facilitates the 
bringing back to a house of chattels formerly 
associated with it. Where objects are or have been 
kept in a building and it appears to the Treasury 
desirable for them to remain associated with the 
building, the Inland Revenue may accept them in 
satisfaction of estate duty (Section 30 (r1)). 

The building must satisfy one of the following 
conditions, which are not mutually exclusive. 

(a) The Inland Revenue have decided to 

‘accept the building in satisfaction ‘of estate 
duty under the Finance (1909-10) Act, 
1910, Section 56. This section is confined 
to land (including buildings) and Treasury 

approval is not expressly required. 

(b) An interest in the building is held by the 
Crown or the Duchy of Lancaster or the 
Duchy of Cornwall. 

(c) The Minister of Works is guardian of thie 
building under the Ancient Monuments 
Consolidation.and Amendment Act, 1913. 

(d) The National Trust (in England or in Scot- 
land) holds an interest in the building. 

It will be seen that the conditions are euch as 
to make it likely that the building will be available 
to have the objects put or kept in it and that the 
public will have a reasonable prospect of visiting 
it. These points will no doubt be settled before 
the Inland Revenue decide to accept any par- 
ticular objects. The fixing of their value will be a 

matter of negotiation. 

Section 30 (2) applies the provisions of the 
Finance Act, -1946, Sections 50 and 51, to the 
objects dealt with under Section 30 (1). Under 
these provisions the Treasury can direct that a 
sum equal to the amount of duty satisfied by the 
objects should be paid to the Inland Revenue out 
of the National Land Fund —a fund set up by 
Section 48 of the 1946 Act. 

The objects are to be disposed of as the 
Treasury direct, but presumably in every case the 
Treasury will direct that the objects be disposed 
of in such a way as to ensure that they will be 
kept in the building in question, at least as long 
as it is available. The Treasury can hire out the 
objects and can also direct that they be trans- 
ferred direct from the taxpayer to the appropriate 
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body (e.g. the National Trust) to administer. 

No stamp duty will be payable on conveyances 

or transfers of the objects pursuant to Section 30 

(Finance Act, 1946, Section 51 (4); Finance Act, 

1953, Section 30 (2)). Of course, chattels can De 

transferred by manual delivery so that in the 
ordinary way no stamp duty need arise. 

Section 30 (3): Chattels Exempt from 

Estate Duty until Sale ” 


Section 30 (3) makes what in effect is a conse- 
quential extension in the relief from estate duty 


- granted by the Finance Act, 1930, Section 40. 


This section applies to objects which appear to 
the Treasury to be of national, scientific, historic 
or artistic interest — a test which differs in words: 
from that in Section 30 but for practical purpose 
is much the same. Section 40 exempts such 
objects from being aggregated with the rest of 
the estate for the purposes of calculating the rate 
of duty, and, as long as they are enjoyed in kind, 
it exempts them from the duty itself. When they 
are sold, the net proceeds attract duty at the rate 
applicable to the rest of the estate, unless the 


-objects are sold to the National Gallery, the 


British Museum, or any other similar national 
institution, any university, county council or 
municipal corporation in Great. Britain, or, the 
National Art Collections Fund (Section 40 (2)), 
or the Friends of the Naneng, Libraries (Finance 
Act, 1936, Section 26). 

Section 30 (3) now provides: perhaps unneces- 
sarily, that the acceptance by the Inland Revenue 
of objects under Section 30 shall not be treated 
as a sale of those objects for the: purpose of 


` Section 40 of the 1930 Act. 


Where. objects have been accepted cinder 
Section 30, liability cannot arise under Section 40 
in respect of a death which occurred before they 
were accepted (Section 30 (3)). 


Section 31 (1): Stamp Exemptions for S 
' National Savings Groups 


Section 31 (1) adds to the already enormous 


number of special exemptions from stamp duty. 
It exempts certain instruments which are exe- 
cuted for the purposes of a savings committee or 
a savings group which is affiliated to the National 
Savings Committee or the Scottish Savings 
Committee. 

The instruments are: 

(1) A receipt given by or to a person acting for 
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such a-body, concerning payment or repay- 
ment of contributions or subscriptions. 

(2) An order given to obtain repayment of a 
‘contribution or subscription. 

(3) A receipt given on the recoupment of dis- 
bursements or expenses by a person who is 
within (1) above, or on the adjustment of 
his accounts. 

(4) An agreement or bond whereby such a 
person makes himself responsible for the 
money etc. supplied for the purposes of the 

= body he acts for. 

The exemption applies from the date of the 
passing of the Act (July 31st, 1953).. It is hardly 
likely to impose any great strain on the Exchequer. 


Section 31 (2): New Local Authority Stock; 
Reduced Conveyance Duty 
Section 31 (2) contains a stamp duty concession 
the object of which is to encourage local authorities 
to seek finance in the general market. As from 1947 
the ad valorem duty on transfers_of stock was 


doubled, thus making stock, and transfers’ of | 


stock, less attractive. Section 31 (2) repeals this 
increase in favour of ‘new local authority stock’, 
ie. local authority stock issued after the begin- 
ning of 1953. At the same time the composition 
duty for such stock under the Stamp Act, 1891, 
Section 115, is reduced by 1s in the £100. The 
concession applies after the end of July 1953. 
‘Stock’ means stock within the meaning of the 
Local Government Act, 1933, or the Local 
Government (Scotland) Act, 1947, issued by 
a ‘local authority’. This is defined as 
‘any authority being, within the meaning of the 
Local Loans Act, 1875, an authority having power 
to levy a rate and any local authority within the 
meaning of the Local Government (Scotland) Act, 
1947, and includes any statutory authority, com- 
missioners or trustees to whom Section 270 of the 
last-mentioned Act applies’. 
Seetion 31 (3) provides that Section 31 shall 
be construed as one with the Stamp Act, 1891. 


Section 32: Excess Profits Tax 
Post-war Refunds 
Part IV of the Finance (No. 2) Act, 1945, provides 
for the refund of 20 per cent of all 100 per cent 
excess profits tax paid, provided that undertakings 
were given to expend the refund in developing 
or equipping the business and to retain the refunds 
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could be accepted to expend the money on a 
successor business. The administration of the 
scheme was entrusted to a Treasury Advisory 
Panel. If undertakings were broken, the Treasury 
could recover the money refunded. 

Section 32 is designed to free these refunds 
from further control, and was introduced by the 
Government on the advice of the Advisory Panel: 
itself. It was announced in the House of Commons 
on June 17th, that of a total of £263 million, there 
had already been refunded £253 million, only 
` £100,000 of which had had to be recovered. This 
means that the remaining {10 million can be 
recovered from the State without giving an 
undertaking, while the £253 million ceases to be 
earmarked against development or re-equipment. 
It is accordingly available for distribution to 
shareholders and proprietors. 

Section 32 (1) provides that no further under- 
takings shall be required, while Section 32 (2) 
provides that, subject to the provisions of the 
section, undertakings already given shall become 
inoperative on the commencement of the Act 
(July 31st, 1953). As regards groups of companies, 
the excess profits tax was deemed to have been 
paid by the principal member (Finance (No. 2) 
Act, 1945, Sixth Schedule, paragraph 3), so that 
it was the principal member which received the 
refund for the whole group. It is now provided 
that where that principal member has ceased to 
exist, the refund can be paid to the individual 
member concerned (Section 32 (3)). 

Refunds were to be paid under deduction of 
income-tax for the year 1946-47, but the taxpayer 
has an option to be charged by assessment for 
the year 1947-48 instead, in which case the tax 
deducted was to be treated as a payment on 
account of 1947-48. The time limit for 1947-48 
assessments is extended, to three years after the 
end of the year in which the refund was made 
(Section 32 (4)). 

Section 32 (5) makes it clear that any forfeiture 
of refund already incurred is not excused by 
Section 32. However, Section 38 (6) relaxes this 
in the case of a permanent discontinuance of a 
business before July 31st, 1953, where, in the 
case of the person who carried on the business, 
all the three following conditions are satisfied: 


(a) during the period between the discontinuance 
and (July 31st, 1953) there has at all times 
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which he could have given such undertakings 

and authorities as, under the proviso to 

(Finance (No. 2) Act, 1945, Section 41 (1) (c)) 

would have excluded the application of the 
said paragraph (t) to the discontinuance; 

. (b) he has not, before (July 31st, 1953) refused to 

_ give the said undertakings and authorities; and 


(c) the advisory panel have not, before the said 
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date, reported-under Section 42 (3) of the said 

Act that the sum has become due to the Crown’. 

The remaining three sections of the Finance 

Act, 1953, deal respectively with proceedings for 

customs and excise penalties, the provision as to 

the annual charge for the national debt, and 
the short title, construction, extent and repeal. 

(Concluded.) 


SCHEDULE A: ADDITIONAL ASSESSMENTS 


_by PETER WHITWORTH 


about income-tax is the one to the effect 

that a Schedule A assessment cannot be 
increased in a continuation year except in the 
case of new or structurally altered property. 
An increase may result from other circumstances; 
on the other hand, structural alterations do not 
necessarily give the Inland Revenue the right 
to increase the assessment. Although ‘excess rents’ 
provisions have reduced the importance of the 
point, it is still of significance, particularly for 
owner-occupiers. 


QO: of the more dangerous generalizations 


The Income Tax Act, 1952 (which in effect! 


re-enacts the pre-1952 legislation), by Section 84 
(1), provides for a general revaluation of property 
chargeable to Schedule A or B tax, for such tax 
year as Parliament may determine and for each 
fifth year afterwards. Subsection (3) provides that: 
“The annual value of any property which has 
been adopted for the purpose of income-tax under 

Schedules A and B for any year of assessment. shall 

be taken as being the annual value of that property 
` for the same purpose for the next year of assessment, 

„unless that year is a year of revaluation.’ 

There is. a proviso to Section 84 (3) which 
empowers the subject to appeal against the annual 
value in a continuation year. The Commissioners 
would have power, on the hearing of such an 
appeal, to increase the assessed annual value 
instead of reducing it. However, that is not a very 
important qualification of. the generalization. 

` The words ‘of that property’ which I italicize 
are the significant ones for our present purpose. 
Section 84 (3) presupposes that the identical 
piece of property is being assessed in the con- 
tinuation year, Le in a year which is not a 
revaluation year. The corresponding enactment 
which was in force in 1906 was in substantially 
the same form. Discussing it in Turner v. Carlton 
([1909] 5 T.C. 395), Channell, J., said (page 400): 
“Of course, if there had been any real change in 

the property itself, then there would be no amount 
adopted for that property which you would now 


be considering in this year — no value adopted for 
_ that last year at all because there had been an 
altered property.’ 


Structural Alterations 
Although Turner o. Carlton was not in’ any 
way concerned with structual alterations, this 
dictum is much relied on in support of the general- 
ization quoted at the beginning of this article. It 
was specifically applied by the General Com- 
missioners in Thornley v. Brown ([1929] 15 'T.C. 


` A59; -8 ATC. ~400), where they confirmed an 


additional assessment on a shop, warehouse and 
other premises which~had been the subject of 
‘extensive alterations’. ‘This case is no doubt 
largely responsible for the general notion that 
only building operations authorize an additional 
assessment. eeh ' 

The original subject matter of the appeal in 
Thornley v. Brown was the quantum of the assess- 
ment; the appellant had not argued that there 
was no power to. make the additional assessment 
at all. Rowlatt, J., questioned the existence of 
such a power when the appeal came before him. 
The Court of Appeal sent the case back to the 
Commissioners to consider whether the: power 
did exist but, again, neither party argued the 
point before the Commissioners, who confirmed 
the assessment and. announced that if the point 
had been taken, they would have rejected it on 
the authority of the dictum of Channell, J., in 
Turner v. Carlton, The case stopped there, so it 
provides no judicial authority for the general- 
ization. 

The authority for each year’s Schedule A 
assessments lies in the Finance Act which imposes 
tax for that year. It imposes tax on the properties 
as they exist in the year, not as they existed in 
the last revaluation year. Of course, each unit of 
assessment adopted will normally be identical with 
the one adopted for the previous year and the 
application of Section 84 (1) will not be in 
doubt. But, taking the country as a whole, there 


October 17th, 1953 


are certain to be many changes, not all of them 
resulting from. building operations. 
Coastal erosion may have removed or drastically 


altered some of the preceding year’s units of- 


assessment, while elsewhere the | sea may have 
receded, creating new ones. 


Splitting of Land. into Distinct Occupations 


An owner-occupier ‘of a tract of land hitherto 
assessed as one unit may sell part of it to a new 
owner-occupier. If the assessment for the year 
has already been made, the Income Tax Act, 
1952, Section 108, provides machinery for 
apportioning the tax (not the assessment) between 
the two occupiers. But when assessments are 
made subsequently, it is manifest that there are 
now two separate units of assessment in place of 
one. Neither is identical with the. old plot, so 
two new annual values must be arrived at and 
there is nothing in the Income Tax Acts which 
requires that the combined new annual value 
shall not exceed the former annual value. Indeed, 
the very fact that a small plot has been sold off may 
raise the presumption that that part of the land 
has increased in letting value, and may also indi- 
cate an increase in value of the land retained. In 
practice, it is usual to split the old assessment in 
proportion to the areas of the two constituent 
plots, but this is because the value of land as such 
normally changes slowly. 

In general, where the owner-occupier decides 
to let part of his land, the same result must follow. 
Of course, if he lets it for less than a year he 
remains assessable in place of the occupier, so 


that there is no administrative difficulty in con- 


tinuing to assess the whole plot as one unit. 
However, there is an instance of an additional 
assessment being made where part of a plot of 
land has been let for less than one year. It is 
Moray Estates Development Cov. C.I.R. ([1951] 
32 T.C. 317; 30 A.T.C. 300). 

In that case a large area of woodlands in single 
ownership was the subject of a single Schedule A 
assessment. In 1942 the owners let to a company 
an eighteen-acre plot containing gravel deposits 
with the right to remove the gravel at a royalty of 
one shilling a ton. The lease was for nine months 
and thereafter subject to one month’s notice. 
Following the decision in Russell v. Scott ([1948] 
30 T.C. 394; 27 A.T.C. 199), a separate Schedule 

assessment was raised on the gravel pit for 
1948-49 and based on the amount of royalties. 
Holding that the assessment should be confirmed, 
the Lord President said (page 323 in T.C.; 303 
in A.T.C.): 
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‘In 1942 the appellants elevated this gravel-pit 
into a distinct and separate subject of occupation 
as the terms of the lease show and I should have 
. thought that for income-tax purposes (as unques- 
tio nals for rating purposes) it then became a 
suitable subject for separate assessment from the 
woodlands which surrounded it or the estates of 
which it formed a small part.’ 


Houses and Other Buildings 
The same principle does not apply where the 
owner of a house or building lets one or more 
parts of it, for the Income. Tax Act, 1952, 


-Section 109 (1) (c) makes it clear that the owner 


continues to be assessable and the house or 
building remains a single unit of -assessment, 
even though the letting be for more than a year. 

Section “109 (x) (c). presupposes a common 
landlord for thè whole building. Where there 
is divided ownership, Section 113 applies. It 
provides: 

‘Where a house is divided into distinct properties 
and occupied by distinct owners or their respective 
tenants, such properties shall be separately assessed 
and charged under Schedule A on the respective 
occupiers thereof.’ 

The word ‘house’ is invariably construed as 
including other buildings. 

The combination ‘of ‘distinct properties’ and 
‘distinct owners’ seems to be tautologous, for 
the former is implied in the latter and it does 
not appear to be necessary to have any structural 
separation, notwithstanding the widespread belief 
to the contrary. 

‘Thus the owner-occupier of a building cannot 
lose the advantage of retaining last year’s annual 
value merely by letting part of the building, but 
if he sells part of it, two new separate subjects of 
assessments arise, even though no physical 
alteration takes place, and increased assessments 
may result. 

Where the division occurs after the assessment 
for the year has been made, the tax for that year 
can possibly be apportioned under Section 108, 
mentioned above. Although. the section refers 
only to ‘land’, that expression is often construed 
as though it included buildings. 

Again, if the owner or lessee alters a building 
physically to such an extent as to create a new 
property (a question of fact) the authorities are 
not bound by last year’s annual value. However, 
it seems that in practice the annual value is 
automatically increased wherever there are struc- 
tural alterations, notwithstanding the remark of 
Rowlatt, J., in Thornley v. Brown that it was 
‘very, very wrong’. 
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THE ACCOUNTANT AS FINANCIAL ADVISER - 1. 


by K. A. E. MOORE, F.G.A. 


Introduction 


HEN I was asked, nearly a year ago, if I 
\ \ / would be prepared to present to this 
autumnal meeting a paper on the subject of 
‘The accountant as financial adviser’ and in an 
unguarded moment accepted the invitation, I con- 
soled myself with the thought Se after all, the 
occasion was a long way ahead 
and no doubt everything that 
could usefully be said on the 
subject had already been said 
and recorded and would be 
available for my assistance in 
preparing this paper. 

Well, the months slipped by 
and when, at last, I addressed 
myself to the task I was aston- 
ished to find that there was an 
almost complete absence of any 
literature on the subject and, so 
far as I know, nobody has pre- 
viously attempted to deal with 
it in a comprehensive way. I 
was therefore left with no alter- 
native but to start from scratch, 
so to speak, and to think the 
whole subject out for myself on 
the basis of my own experience — 
a salutary but painful process. 

It is indeed rather curious 
that the tremendous develop- 
ment in the range and usefulness e 
of a chartered accountant’s work 
over the last half-century should Mere Ek 
have occurred without the phenomenon being 
recorded in a wealth of literature or, at least, in some 
classic treatise which would be available to present 
and future generations. Of course, it has not passed 
entirely unnoticed as can be seen from passing 
references to it in presidential addresses and the like 
but, by and large, it seems to have been taken for 


granted, 

I suspect that though many of us have had 
considerable experience as financial advisers, few 
of us have hitherto given conscious thought to the 

` processes by which that experience has been 
acquired or by which it has me the natural 
thing for the public to turn to members of our 
profession for advice on financial matters. 

Thus, the Council’s suggestion that a paper on 
this subject was long overdue and should be delivered 

. at this autumnal meeting was undoubtedly a happy 
one; whether its choice of the individual to deliver 
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it was an equally happy one is, I am deeply conscious, 
by no means free from doubt. 


Background to Development of the 
Profession 


As you can imagine, my researches have of 
necessity taken me back a century or more to 
e the social and economic back- 
ground from which a new 
profession was beginning to 
emerge. The industrial revolu- 
tion; the growth in the size 
and cost of ships; the buildingy 
of canals and, later, of the) 
great railways; the rapid gromt 
of the insurance offices, joint 
stock banks and similar in- 
stitutions — all these and many 
similar developments of those 
times led to the evolution of 
corporate bodies designed to 
facilitate the subscription of 
capital not by a few individuals 
or families but by the public 
at large. 
` Thus it was that statutory 
and joint stock companies, and 
later the limited liability com- 
panies, which are common form 
today, came into being and 
with them arose the need for 
independent auditors to report to 
the shareholders on the accounts 
presented by the directors. 

Meanwhile, the partners or proprietors of privately- 
owned businesses had generally kept their own books 
or, perhaps, in the larger businesses, the. private 
ledger only, leaving other books to be written up by 
trusted employees, The partners themselves pre- 
pared the annual accounts and, in most cases, had 
no need to seek the assistance of practising account- 
‘ants. 

However, as time went on some of these businesses 
~a trickle at first — turned themselves into limited 
companies, but this trickle turned into a flood when 
statutory recognition of the private company was 
given for the first time in the Company Law Amend- 
ment Act, 1907 (subsequently incorporated in the 
Companies (Consolidation) Act, 1908). 

Not only did all these new companies have to 
appoint auditors but the many financial questions 
which arose in the course of their formation — such 
as the amount and form of share capital and the 
proportions to be allotted as fully paid to the various 
interests — almost invariably led to consultation with 
the proposed auditors at a very early stage. 


Photos Hay Wrightson 
Moore, F.C.A. 





October 17th, 1953 


These early, intimate and confidential contracts 
between practising accountants and the proprietors 
of businesses in connection with their conversion 
to company structure, were, I believe, among the 
most important of the fundamental factors which led 
to the broad and rapid development of the account- 
ancy profession in the early part of the twentieth 
century. 

It is worth emphasizing that, initially, the work of 
the practising accountant in this connection was in an 
advisory capacity and that, thereafter, the annual 
audit maintained and cemented the relations thus 
established — for the directors of these newly-formed 
companies were not content to treat their auditors 
as mere watch-dogs for the shareholders but, in the 
years succeeding the formation of the company, 
formed the habit, quite naturally, of consulting them 
on all sorts of financial problems as and when they 
arose. 

Formation of the Institute 


Against this background it is interesting to refer to 
„the early history of The Institute of Chartered 
Accountants in England and Wales. By the year 
1879 there were several English associations of 
accountants including the Institute of Accountants 
which had been established in London in 1870. 
These various bodies had a total membership of 
about 600. Following a conference between their 
representatives a Bill was presented to Parliament in 
1879 providing for the incorporation of the Institute, 
but eventually a petition for a Royal Charter was 
substituted. The Royal Charter was duly granted 
on May 11th, 1880; it incorporated these societies 
into one body “The Institute of Chartered Account- 
ants in England and Wales’. 

That the work of these pioneers of 1880 was 
vastly different from that which is the lot of the 
professional accountant of today is clear from the 
wording of the petition for a charter; this stated, 
inter alia, 

‘That the profession is a numerous one and their 

functions are of great and increasing importance in 

respect of their employment in the capacities of 

‘liquidators in the winding-up of companies, and of 

receivers under decrees, and of trustees in bank- 
ruptcies or arrangements with creditors and in 
various positions of trust under Courts of Justice, 
as also the auditing of accounts of public companies 
and of partnerships and otherwise.’ 


It is interesting to note the order in which these 
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remained family concerns or partnerships. Their 
financial affairs remained a jealously guarded secret 
and they would have regarded it as an outrage if the 
Inland Revenue had asked for accounts in support 
of their returns for an intermittently imposed 
income-tax of a few pence in the pound. As I have 
already mentioned, it was not until the early 1900s 
that their incorporation as private companies started 
to become the normal practice and that, as a conse- 
quence, they were required to appoint auditors. 

. The evolution of business from the small family 
unit to private company structure and thence by 
growth or amalgamation to full public company 
status has been a gradual process. But even in my 
working life the tempo has quickened considerably, 
spurred on by a host of influences amongst which, in 
particular, one should mention technological and 
scientific advances, growing taxation of profits and, 
latterly, the shadow of death duties of unparalleled 
severity. : 

All this and the growth of great new industries 
such as those concerned with electricity, oil produc- 
tion and distribution, the internal combusion engine, 
aircraft, wireless and the rest, have brought about 
far-reaching changes in the size and structure of the 
business unit and the complexity of its management 
involving accountancy and financial problems often 
quite outside the experienge of those concerned with 
the actual management and thus calling for advice 
and guidance from professional accountants. 


First World War - Taxation and Controls 


But, to go back a little, I should, at this stage in my 
address, remind you that in the upheaval — political, 
economic and social — of the war of 1914-18 and the 
disorganization that followed it, the professional 
accountant was called upon to perform tasks which 
involved a very definite broadening of his activities. 
That war brought with it an immediate increase 
in the scale and complexity of taxation of profits 
and in the strictness with which taxation laws were 
administered. This, and in particular the excess 
profits duty imposed for the first time in history in 
1915, based on complicated provisions in relation to 
pre-war standards of profits and capital employed 
and levied at rates which staggered the whole business 
community and strained the morality of some, 
brought an unprecedented extension in the work of 
practising accountants. 
Moreover, the handling of the enemy debts 
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process in 1919 and succeeding years there. followed 
a succession of booms and'slumps, flotations, liquida- 
tions, financial scandals, amalgamations, tational- 
ization and the rest, all of which brought.a spate of 
work of extraordinary and novel diversity to prac- 
tising accountants. . 
It is greatly to their credit, if 1 may venture to 
.8ay ao, that, in the course of emerging from their 
hitherto rather cloistered activities at the behest of 
Government and the business community to tackle 
these multifarious problems, they retained their 
discipline and standards of integrity and greatly 
enhanced their reputation and prestige with the 
public. 

Small wonder too that, in the process, many 
chartered accountants acquired great experience and 
developed a wisdom and ability in affairs of business 
ranging far beyond the fundamental technique of 
their profession, but nevertheless firmly based upon 
that sound foundation. 

Thus it was that the habit was born in Govern- 
ment and business circles of looking to the qualified 
accountant for advice and guidance and for the 
diagnosis and treatment of the ills of the body 
economic —a habit which is now even more deeply 
ingrained as the result of the stresses and strains 
of the war of 1939-45 and of the distorted economy 
which has been our lot ir,the eight post-war years. 


Membership of the Institute 


But to return for a moment from these generaliza- 
tions to the domestic affairs of our own Institute, 
the original membership on the granting of the 
Charter in 1880 was about 6oo -— today it is over 
17,500, of. whom roughly 7,000 are in practice as 
principals and 10,500 are recorded as being ‘not in 
practice’. Of this latter group: probably about one- 
quarter are qualified clerks in chartered accountants’ 
offices, and most of the remainder are in industrial 
or commercial appointments. 


Members in Industry and Gommerce 
Incidentally, I sometimes feel that the description 
“not in practice’ i$ something of a misnomer and may 
give the impression outside the profession that those 
in question are, so to speak, out of practice, which is 
very far from being the case. 

Whilst on this subject, I do feel that it is extremely 
important that those of our members who hold 
industrial or commercial appointments should keep 
in close touch with the Institute as their mother 
society, and vice versa, and should play their part 
in the developments and evolutionary processes 
which are essential to the well-being of the profes- 
sion. After all, the chartered accountant in industry 
is regarded, and rightly so, as no amateur but a pro. 
of the highest order, and on all counts it is highly 
‘desirable that he should fetain his professional 
status and that his links with the Institute should, 
at all times, remain strong. He can do this by 
‘membership of a district society, of its committees 
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and sub-committees, including the Regional Taxa- 
tion and Research Committees and by attending 
summer courses — not to mention autumnal meetings! 

The Institute itself has given an important lead 
in this matter by amending: its regulations in recent 
years to provide that a proportion of members of 
its Council shall be draam from those ‘not in 
practice’. 


í Directorships 


Many chartered accountants ‘in practice’ hold 
directorships in both public and private companies 
and so do many of the chartered accountants ‘not in 
practice’, and some of the latter are members who, 
after many years of practice, have retired from pro- 
fessional life owing to increasing calls on their time 
from their directorships. 

In this connection, a significant remark was s made 
to me recently by someone (not an accountant) who 
holds a distinguished position in the City, of London 
He said: 

“In my earlier years I often had experience of 
boards coming to wrong decisions because they had 
only half the story before them. Nowadays I always 
see to it that there is a chartered accountant on all 
my boards, not because he is necessarily wiser 
than any other person of experience in considering 
matters of policy, but because a chartered account~ 
ant, by his training, seems to have a flair for ensuring 
that all the material facts and considerations are 
before a board ‘when they are making up their 
minds on an important matter with a financial 
‘angle to it.’ 

I mention this comment because I think it is of 
fundamental importance. 
` Not only is it becoming increasingly recognized 
that it is highly desirable-to have on the board of any 
company one person at least with a thorough grasp 
of financial matters but, in the larger businesses, it 
is regarded as essential to have amongst their senior 
executives a qualified accountant as comptroller to 
deal with financial control, costings, budgeting, etc. 
Those who occupy such positions are, I need hardly 
say, on the high road to qualifying for broad general 
management because of their ability to interpret the 
outcome of technical processes and operations in 
commercial terms. The younger men in this field 
should be on their guard against taking too narrow 
and academic a view and should acknowledge and 
have respect not only for the pure technician but 
also for the broader considerations involved in 
management policy. To put it plainly, they should 
consciously train themselves to give due weight to 
these considerations and to avoid, like the plague, 
the narrow approach for which the accountant is, 
at times, criticized. 


A Wide Field of Activity 
But to return" ro the strict subject of my address - 
‘The accountant as financial adviser ~and par- 
ticularly as I have, so far, dea It only with the broader 
aspects of the matter, I should perhaps refer, in 
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outline at least, to some of the manifold problems 
on which the business community comes for advice 
to accountants. They include investigations to ascer- 
tain the financial position of a business or its value 
to an intending purchaser; the financial aspects 
involved in the formation of companies, including the 
conversion of existing businesses to company struc- 
ture; schemes of amalgamation or reorganization of 
share capital; taxation (a small word but a vast 
subject); the installation or organization and main- 
tenance of advanced accounting systems with an 
eye to cost accounting and budgetary and statistical 
services to management; problems arising or likely 
to arise in relation to death duties; problems relating 
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to the marketing of. shares and the raising of addi- 
tional capital; investigations in relation to returns 
required by trade associations or Government de- 
partments; advice-to Government departments on a 
wide range of problems; membership of or assistance to 
Royal Commissions whether on taxation, company law, 
terms of compensation on nationalization, and the rest. 

There is, in fact, almost no end to the list which 
covers, as you well know, almost everything that 
happens in the -birth, life and death of industrial, 
commercial and financial activity and, indeed, in the 
realm of modern Government so far as it impinges 
on such activities. 

(To be concluded.) 


WEEKLY NOTES 


Design for Production Report 


The report of the British specialist team which visited 
the United States last year to study how best design 
in the engineering and allied industries could be 
integrated with production was published last 
Monday. Although technical in content, it gives 
many interesting’ examples, easily understandable by 
the layman, of how considerable savings in cost of 
production may be effected by simplification and 
modification of designs and by the more widespread 
use of standard parts. The team recommends that 
design policy in any organization should be clear 
and that it should be determined at the top level of 
management. Further, when once determined, the 
policy should be made known to everyone in the 
organization concerned in its application. 

The team also recommends, inter alia, that 
particular problems should be tackled speedily by 
ad hoc committees drawn from the various relevant 
departments; that project engineers should be 
employed to supervise the progress of new designs 
from the initial research through engineering to 
ultimate production; and that thought should be 
given to the more restricted use of scarce materiala 
when cheaper, effective substitutes can be utilized. 


Conversion Result 

The conversion offer to holders of the rẸ per cent 
Serial Funding stock has met with a most encouraging 
response. Results published this week show that out 
of an outstanding amount of £577 million, holders 
have taken up £522 million. Most holders have 
preferred to convert into the new 1957 bond rather 
than into the 1954 issue. 

After meeting the redemption of unconverted 
1953 Serial Funding stock the Government has 
available £316 million for the reduction of short- 
time debt. It may be that the Government depart- 
ments have themselves taken up somewhere between 
£50 million and £100 million of the new stock, but 
even if this should prove to be so, the Government 
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still has over £200 million worth of new money. 
One of the most interesting consequences of the 
operation is the effect on the banking system. On 
the one hand, the large applications from the banks 
(and there can be no doubt that the banks have been 
very large subscribers to the new issues) will have 
reduced liquidity ratios to about 30 per cent and 
this is in itself mildly disinflationary. On the other 
hand, the banks have in a sense prescribed this 
medicine for themselves for very substantial applica- 
tions for the new stock must mean that they expect 
the rate of interest to be held at least at the current 
level, and they must also have decided that there is 
little prospect of expanding advances to trade and 
industry to any significant extent for some time to 
come. It has been evident for a while that companies 
have been financing their requirements of working 
capital from their own liquid reserves rather than by 
increasing their liabilities with the banks. 


Road Haulage Disposals ` 

The re-sale of road haulage vehicles to’ private 
enterprise will commence in a few weeks’ time. 
Preliminary arrangements have now been made for 
the transfer of the 10,000 vehicles from the Transport 
Commission which is-to be completed by the end of 
next April. All vehicles are to be sold through tenders 
which will be invited by advertisements in the Press. 
There will be three schedules, each containing 
approximately 3,300 vehicles, and the first schedule 
will be advertised in November. In addition to the 
10,000 vehicles a considerable number of other 
vehicles and properties will be offered for sale in the 
first half of 1954 as going concerns, and in these 
cases the offer to sell will take the form of share 
capital of companies. i i 

A feature of the operation will be the offer of 
2,000 vehicles in lots of up to four vehicles without 
premises. The general opinion is that the small man 
in the road haulage industry before it was nationalized 
was conspicuous for his enterprise and independence 
and it is clearly the intention of the Disposal Board 
that this part of the structure of the industry should 
be built into the new set-up. : 
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FINANCE AND COMMERCE 


Events in Trieste and British Guiana have brought 
uncertainty to stock markets and the upward move- 
ment in values which gained momentum at the turn 
of the month has been halted. Conditions are now far 
less favourable than they appeared to promise at 
one time for the marketing of shares in denationalized 
steel companies. A start to the new issue programme 
is to be made next week. a 


Amateur Theatricals 
This week’s reprint gives the accounts of the Stock 
Exchange Dramatic and Operatic Society. It is a 
type of account which many accountants will have 
been called upon to produce, especially in their 
private capacities, and we hope this example from 
one of the leading societies will prove of interest. 

As with all amateur societies, the greatest asset is 
the enthusiasm of its members. The main difficulty 
in these days is rising costs of production. This was 
particularly felt in the Operatic Section’s rooth 
production in the presentation of Princess Charming — 
the rise in stage expenses etc. will be noted. It was, 
- moreover, a late production (in May) and close to 
thé Coronation. : 

It is regrettable to read in the report that unless 
the result of the Operatic production improves next 
year, the society may be forced to curtail this to 
every second year or consider a joint production with 
another operatic society. Most of the other leading 
City dramatic and operatic societies, it is pointed out, 
are subsidized in some way or another. This one is 
not. 

By Request 

The names of the companies forming the group are 
given by Mr Joseph W. F. Causton in his statement 
as chai of Sir Joseph Causton & Sons Ltd, 
general printers, lithographers, and wholesale sta- 
tioners. They comprise the main company, printers 
at London and Eastleigh; A. & E. Walter Ltd, 
London printers; Whitehead Morris Ltd, London 
printers; Cockayne & Co Ltd, London printers; 
Hodgetts Ltd, London publishers; and the Press 
Etching Co Ltd, London process engravers. 

We regard it, however, as a rather sad admission 

that it should have been necessary for shareholders 
to have requested this information. Mr Causton 
says he was asked for it at the last year’s annual 
meeting. i 
. Time and again we have urged that company 
reports should be informative in this respect. They 
should at least state the type of business conducted 
and the names under which it is carried on. This 
much is due to shareholders as the members of the 
company. But it can, moreover, be made into real 
publicity material. Many companies do, in fact, 
make their annual report part of their general 
publicity and advertising programme. 


Opencast Coal 


John Laing & Son (Holdings) Ltd, civil engineers, is 
going out of opencast coal production in which it has 
for some years mined about a million tons a year. 
Mr J. W. Laing, the chairman, states that the board 
reached this decision with considerable reluctance, in 
view of the importance of coal production. Under 
present conditions, however, they regard the business 
as ‘extremely risky’. Mr Laing jeaves it at that. 

As we understand the position, however, the 
difficulty seems to be in the National Coal Board’s 
conditions of contract. The price of opencast coal 
delivered, we gather, is fixed in the contract on the 
basis of the board’s own information regarding 
terrain etc. which is not available to the contractors 
and cannot be checked by independent survey. a 

There is no arbitration clause in these contracts, 
and while provision is made against the making of 
excessive profits by contractors, there is no quid 
pro quo in the form of an escalator clause which will 
cover rising production costs. 

In this company’s case, plant will become increas- 
ingly idle pending disposal as contracts run out this 
year. 


Purchase Tax 


Reports from the distributing trades show that the 
seasonal anticipation of a possible reduction in 
purchase tax has come earlier this year. Orders on 
wholesalers are being curtailed. One hears a lot about 
the bad effects of this tax. In the statement by Mr 
J. Harold Mandleberg, chairman of Harbens Ltd, 
the viscose silk manufacturers, there is a further 
instance of the damage being done especially in 
trade in high-class goods. Ei 

Mr Mandleberg declares that purchase tax, even 
with the modification of the ‘D’ scheme, is acting as 
a powerful brake on the development of new fabrics. 
We know of instances, he says, where certain high- 
grade fabrics are not made because’ they would come 
over the ‘D’ line. f 

A manufacturer can hardly be expected to specu- 
late by making high-class fabrics for export, Mr 
Mandleberg says, which if not completely absorbed 
in overseas markets, will be priced out of the home 
market by a tax. 

Thus the mediocre is encouraged at the expense of 
high-grade craftsmanship and enterprise. Our tex- 
tiles, says Mr. Mandleberg, are actually debased. 


Money Market 


Treasury Bill applications totalled £359,495,000 on 
October goth and bidding at £99 or 4d, the market 
obtained 49 per cent of requirements. Only £230 
million of the £250 million offered was allotted with 
the average rate at £2 28 7-36d per cent. This week’s 
offer is £230 million. 
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CORRESPONDENCE 
Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Recommendations on Accounting Theory 
SIR, — 

Oh! Professor Baxter whatever shall we do 

With the Recommendations disapproved by you? 

Must we withdraw them, in deference to your ban, 

Or ignore the views unpractical of an academic man? 


Yours faithfully, 
London, EC. B. H. BINDER. 


Valuation of Stock-in-trade 


Sm, — Although I am with Mr Briscoe in his refusal 
to accept ‘replacement profit’, I must disagree with 
his remarks on stock-in-trade at page 421 of your 
‘October roth issue: 
‘The next major step is undoubtedly to establish 
that writing down stocks to market price must be 
by way of allocations out of profit, not a charge against 
profit, for how can honest men certify as true the 
definite cash profit made on the sale of units A~F, 
E to use my example, after reducing that definite sum 
by an amount.which it is thought or indeed is 
definitely known, will be lost on the sale of units 

G and H. That should be a transfer to reserve, 

thereby disclosing the extent of management’s lack 

of foresight, in short, what bad buyers they are.’ 

The valuation of stock-in-trade on the basis of the 
lower of cost or market value is sound in principle - 
like a good many rules laid down by our ancestors in 
the profession. The cost of stock-in-trade can 
properly be upheld in the balance sheet provided all 
the indications are that the stock will later be sold at 
a profit. The balance sheet figure does not purport to 
be the value of the stock; it is no more than an 
historical record of money expended in acquiring 
assets which are considerable to have a value not less 
than cost. 

But if the stock is considered to have a realizable 
value of less than cost, then the inclusion of the full 
cost in the balance sheet is not a tenable proposition. 
The full cost needs dividing into two parts: 

(a) the realizable value, which is the part of the 
original cost that can properly be carried 
forward as being recoverable; 

(b) the excess of cost over realizable value, which is 
a loss already incurred, and therefore a charge 
against current revenue. 

In amplification of (b), I would add that you do 
not ‘make’ a loss by selling an article for less than cost. 
You only measure the loss. The loss is that part of the 
original cost which you do not recover on sale and it 
seems clear to me that it was lost when the money 
was expended. What happens when the article is sold is 
that you get back the part you haven’t lost. (A sale 
at a profit is different. You do then ‘make’ a profit 


` because you get back the whole amount originally 


expended plus something you didn’t have before.) 


It follows from the above that I do not support any 
interpretation of ‘market value’ other than realizable 
value. If replacement value happens to be lower than 
realizable value and lower than cost, the effect of 
using the replacement value is to pretend that in the 
next period a profit will be made equal to the amount 
by which replacement value falls short of realizable 
value (or, if realizable value exceeds cost, the amount 
by which replacement value falls short of cost). A real 
bit of ‘replacement profit’! 

Yours faithfully, 
1880 AND ALL THAT. 


Consolidation Query 


SIR, — I notice you commend in your first leading 
ue of October 3rd, the suggestion 


. that in any statement of group results, the 
aggregate profits and the aggregate losses should be 
disclosed separately.’ 

as 

‘s. . a course of action which, if made current 

practice, would help to discourage possible abuse 

of the rather inconclusive sections of the Companies 

Act which deal with consolidation.’ 

Section 152 (1) of the Act requires group accounts 
to give a true and fair view of the profit or loss of the 
company and its subsidiaries as a whole so far as 
concerns members of the company. Subsection (3) 
requires consolidated accounts to comply with the 
requirements of the Eighth Schedule so far as 
applicable thereto. The Eighth Schedule (paragraphs 
17 and 18) requires the consolidated profit and loss 
account to combine the information contained in 
the separate profit and loss accounts of the group 
companies and to comply as far as practicable with 
the requirements of the Act as if they were ‘the 
accounts of an actual company. There is nothing 
inconclusive in any of these requirements. It is 
true that paragraph 15 (4) is badly drafted but it 
leaves no doubt that the information required is 
‘the net aggregate amount . . . of the subsidiaries’ 
profits after deducting the subsidiaries’ losses (or 
vice versa)’. What is the possible abuse of the legal 
requirements which you wish to discourage and is 
there evidence of any such abuse in practice? 

Surely the only, and not merely the main, purpose 
of consolidation, so far as shareholders are concerned, 
is ‘to expand the parent company’s accounts to show 
[a true and fair view of] the aggregate financial and 
trading position of the complete group’. (The words 
in italics are not part of the quotation.) The question 
of the extra legal information to be disclosed in 
consolidated accounts in order to give a true and fair 
view raises an entirely different issue — not peculiar 
to group accounts-and it is at least doubtful 
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whether ‘revelation’ would replace ‘obscuration’ if 
aggregate losses and aggregate profits were disclosed 
separately. Profits and losses of a holding company 
and of its subsidiaries frequently cannot be considered 
in isolation and are dependent upon policy and inter- 
company arrangements made in the best interests 
of the group as a whole: a statement of aggregate 
group profits and aggregate group loases would 
often be misleading. Would not a corollary to .the 
proposal be that a similar segregation of profits and 
losses should be made when a company operates 
through branches instead of through subsidiaries? 


Yours faithfully, 


London, EC2. R. KETTLE. 


Sm, - Your leading article of October 3rd instances 
the case of a aay which has made a trading loss 
large enough to orm the profit and loss account 
carry-forward into a debit balance. In the consolida- 
tion, this loss is offset by the aggregate profits of the 
other subsidiaries, but the question is d- does 
the holding company’s own profit and loss account 
reflect a true and fair view of its trading outcome if it 
does not make an appropriate provision therein for 
that part of the loss incurred by the subsidiary not 
covered by that subsidiary’s own reserves? ` 

On the facts given, surely the answer is certainly 
it does. In a consolidated profit and loss account 
the first item is usually trading profits (less losses) 
of parent and subsidiaries. Taxation, other suitable 
expenditure and profits (less losses) retained in 
the accounts of subsidiaries are deducted leaving 
the net profit of the parent for the year. It is obvious 
from the wording that provision has been made for 
losses of subsidiaries by offsetting against profits of 
other subsidiaries, so what is the point of providing for 
the losses for a second time by a transfer to a reserve 
in the accounts of the parent? 

In the consolidated balance sheet the amounts 
carried forward on profit and loss account of all the 
companies are merged into one figure. 
made for debit balances of subsidiaries by deducting 
them from credit balances of other subsidiaries, s0 
why deplete the credit balance of the parent for a 
loss already covered in the consolidation of the 
subsidiaries? 

If, asa result of the year’s trading there are no 
profits retained in subsidiaries for the year, but an 
aggregate loss, then no doubt the parent should 
provide in its accounts for this decrease in the net 
assets of the subsidiaries, but these circumstances 
were not envisaged in your article. 

There is one further point. It is mentioned in the 
article that in any statement of group results, the 
aggregate profits and the aggregate losses should be 
disclosed separately. If the names of subsidiaries 
incurring losses are not given, I cannot see any 
advantage in this disclosure, and I could imagine a 
lack of enthusiasm in boardrooms to the disclosure of 
names. The trend of taxation legislation is towards 
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regarding a group as one unit. There are the pro- 
visions under Section 469, Income Tax Act, 1952, 
regarding inter-company sales of fixed assets, group 
treatment for profits tax purposes, and now underd 
the 1953 Finance Act, subvention payments for 
income-tax purposes. I imagine most accountants 
would consider the Revenue is proceeding down 


the right road. 
Yours faithfully, 


London, EC3. E. C. HAYLLAR. 


Builders’ Cost Records 


Sir, — The cost records of a certain firm of building 
‘contractors are centralized at head office and form 
an integral part of the financial books. 

To avoid delay, it is desired to charge the contract 
cost ledger with materials from merchants as soon 
as these are delivered to the site, rather than to 
await the subsequent arrival of the purchase invoice. `~ 

I should be most interested to hear of a proven 
method of achieving this object. 

Yours faithfully, 


North Harrow, Middlesex. J. G. MEEK. 


Stock Control System for Seed Warehouse 


Sır, — We shall be glad to learn whether any of your 
readers could assist with suggestions for a simplified, 
A Bie practical, method of stock control in a small seeds 


The aoe is essentially seasonal and during each 
year seeds are bought in bulk, made up into various 
mixtures according to farmers’ requirements, and. 

EE against a multitude of comparatively small 

ers 


This makes any normal method of stock control 
by bin-cards etc. most difficult to operate and the 
problem of ascertaining book stocks to compare with 
physical is at the moment tackled by extensive 
workings at the end of each season. 

Almost inevitably there are under this system 
numerous differences which are always difficult to 
explain and which it might be possible substantially. 
to reduce by some improved method of stock control, 


Yours faithfully, 
; SEEDS. 
A Bing of Blaes ` 
Sm,- The following quotation from a taxation 


reference book, under the heading of ‘Allowable 
expenses’ is submitted for the benefit of your 
readers who may be unaware of its introduction into 
taxation case law in 1952. 
‘Cost of blaes used during the year being part 
of a lump sum paid for a bing of blaes.’ 
Even to me, a struggling Final student, its ee 
able benefit to the taxpayer is obvious! 
Yours faithfully, ` 
CROSBY. 
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THE INSTITUTE’S | 
TWENTY-FIRST AUTUMNAL MEETING 
SUCCESSFUL OCCASION AT SCARBOROUGH 


True to tradition, and aa the many who attended the 
twenty-first autumnal meeting bad expected, a 
proverbial north country welcome to Scarborough 
was extended by the committee and members of 
The Hull, East Yorkshire and Lincolnshire Society 
of Chartered Accountants who were the hosts on 
this ‘coming-of-age’ occasion. 

Over 500 members and ladies were present during 
the three days of the meeting ~ Thursday, Friday and 
Saturday of last week ~ when the weather was 
as sunny and as warm as at the previous autumnal 
meeting in Torquay in rg51. As this was too large 
a number to be accommodated at one hotel for the 
opening and concluding luncheons and the banquet 
on Friday, these functions were duplicated and 
members were divided between The Grand Hotel 
and The Royal Hotel, each group being composed 
of approximately the same number of members 
of the Council, presidents of district societies and 
members and ladies. 

The meeting opened officially on the Thursday 
morning at the Olympia ballroom with an address 
of welcome by Councillor N. Walsh, M.B., CH.B., J.P., 
Mayor of Scarborough, who was introduced by 
Mr James Blakey, F.c.a., President of the Institute. 


In the course of his speech, Councillor Walsh spoke 
of the high regard in which chartered accountants 
are held and made an amusing allusion to a possible 
new disease ‘income-tax melancholia’, which he, 
as a doctor, expected to have to treat at any moment. 
Mr Blakey proposed a vote of thanks to the Mayor and 
introduced the members on the platform who were: 


Mr D. V. House, F.c.a., (Vice-President of the Institute); 
Mr N. B. Hart, 0.8.E., T.D., D.L., M.A., LL.B., F.C.A. 
(President, The Hull, East Yorkshire and Lincoln- 
shire Society of Chartered Accountants); Mr H. Garton 
Ash, ong, M.C., F.c.A. (A Past President of the 
Institute); Sir Harold M. Barton, F.c.a. (A Past Presi- 
dent of the Institute); Sir Bernhard H. Binder, F.C.A. 
(A Past President of the Institute); Mr E. T. Coulson, 
F.C.A. (Chairman of the Scarborough and District 
Group); Sir Russell Kettle, F.c.a. (A Past President 
of the Institute); Messrs Alan S. MacIver, M.C., B.A. 
(Secretary of the Institute); T. B. Robson, M.B.E., 
M.A. (Immediate Past President of the Institute); 
Gilbert D. Shepherd, M.B.E., F.c.A. (A Past President 
of the Institute); G. R. Smith, F.c.a. (Chairman of the 
Grimsby and North Lincolnshire Group); C. M. 
Strachan, 0.B.E., F.c.A. (Member of the Council of the 
Institute); H. F. Strachan, r.c.a. (Vice-President of 
The Hull, East Yorkshire and Lincolnshire Society of 
Chartered Accountants and Hon. Conference Secretary). 


The President’s Address 


In the course of his Presidential address, Mr Blakey 
said: 

In the first place I extend to you all a warm welcome 
to the twenty-first autumnal meeting of members of 
the Institute, with its opportunity of renewing old 
friendships and making new ones. ‘This year we 
have with us 288 members of the Institute, and I 
am particularly glad to know that they include 5 
lady members. 

The year 1953 will ever be remembered for the 
Coronation of our well-beloved Queen, and I am 
sure we all hope that in this new Elizabethan era our 
profession will seize upon every opportunity of 
contributing to the nation’s prosperity. We have 
contributed much in the past and we can contribute 
much more in the future. 

Meetings such as this give us the chance, brief 
though it may be, of getting to know our fellow 
members and entering into discussion on the papers 
presented to us and on many other matters peculiar 
to our professional activities. On this occasion we 
have two papers which I am sure will not only 
instruct but will also stimulate discussion and thought. 


One is by Mr K. A. E Moore, F.c.a., a member of 
the Council of the Institute, on “The accountant as 
financial adviser’, and the other is by Mr E. N. Mac- 
donald, D.F.c., F.C.A., a member of the Taxation and 
Research Committee, on ‘The excess profits levy’. 

Our meeting will not be confined to business 
activities. Our excellent hosts, the Hull, East 
Yorkshire & Lincolnshire Society of Chartered 
Accountants, have arranged a programme of visits 
and entertainment to enable us to indulge in the 
more social and beneficial virtues of the county of 
Yorkshire. 

It was in my native city of Manchester that the 
first autumnal meeting was held in 1886, and I now 
have the honour in 1953 of presiding over the 
coming-of-age meeting in the neighbouring county 
of Yorkshire. It is not only a neighbouring county, 
but a neighbourly county. It is true that the War of 
the Roses did not really end when the history books 
say it did. It is still going on, but fortunately the 
method of warfare is conducted in the friendlier and 
less lethal atmosphere of the cricket ground. Perhaps 
we might even think in terms of ‘Ashes of Roses’, 


Membership of the Institute 

Since the last autumnal meeting in Torquay in 1951, 
the membership of the Institute has increased from 
about 16,100 to about 17,600. Every increase in our 
membership brings about an increase in the work 
which goes on at Moorgate Place and, what is more 
important, an increase in the number of chartered 
accountants available to serve the public and to 
maintain and enhance the Institute’s reputation. 

- For more than a decade the Council has made every 
effort to be of direct assistance to members of the 
Institute by means such as the recommendations on 
accounting principles, the booklet on the Companies 
Act, and a considerable number of pamphlets or 
reports dealing with subjects which are of importance 
to our profession. In much of this work the Council 
has had the invaluable assistance of the Taxation and 
Research Committee which itself has the assistance 
of fourteen regional taxation and research committees. 
Through this machinery, and through the annual 
conference of representatives of district societies with 
representatives of the Council, it can truly be said 
that the Council seeks the -views of members in all 
parts of the country. 

The subjects which in recent years have engaged 
the attention of the Council ~and have caused its 
committees and the Institute staff a great deal of 
work — extend to a wide range of technical matters 
which before the war would have been regarded as 
entirely outside the scope of the functions of the 
Council. The subjects include not only those on 
which the Council decides to issue some document 
for the guidance of members, but also those on which 
the Council is invited to submit its views to others. 
Examples of the latter category are the massive 
memoranda submitted to the Royal Commission on 
‘Taxation of Profits and Income, and the memorandum 
submitted to the Number 2 Tucker Committee on 
Taxation Treatment of Provisions for Retirement, 
‘whose eagerly-awaited report will, whatever its 
contents, be particularly important to our profession. 
e annual summer course is another of the ways 
in which the Council endeavours to serve the needs 
of members. Earlier this year I had the privilege 
of attending the course at Christ Church, Oxford, 
in the capacity of newly-elected President. During 
the course, I visited each of the eight discussion 
groups and gave them an opportunity of asking 
questions on any matters concerning the profession. 
The experience was indeed stimulating. Only those 
who have attended a summer course can even begin 
to appreciate the furious enthusiasm which seems to 
fill our members as soon as they get inside the gates 
of Christ Church. We need have no fear about the 
` future progress of our profession so long as this 
vigorous interest is displayed. 


Institute’s income 


‘One of the really important functions of our E 
is to provide the Council with the funds with 
which to carry on all this work. At the 1949 autumnal 
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meeting, Sir Russell Kettle, who was then President, 


mentioned that one of the Councils objectives 


was to restore the accumulated fund to at least its 
pre-war level. A little later in 1949 the revised 


‘rates of subscriptions were approved at a special 


eneral meeting and you will have seen from the 
E report of the Council that at the end of 1952 
the accumulated fund was slightly in excess of the 
1939 figure. 

The deficits incurred ‘during the war and the 
immediate post-war years have therefore now been 
repaired, subject to any charge which may have to 
be borne in respect of staff pensions when the new 
acheme has. been settled. But the restoration of the 
accumulated fund was not the only objective. An even 


more important objective was to ensure an annual 


income adequate to the needs of the Institute and all 
the activities it may wish to undertake. Any successful 
enterprise needs not only to be able to finance its 
current expenditure but also to be able to build up 
reserves, and this we are now doing. 


The Council of the Institute 


There was a time when some members were inclined 


to regard the Council as a sort of mutual admiration 
society of ald gentlemen, who did not really care 
very much about the interests of the general body of 
members and cared not at all for those in industry and 
commerce. I do not think this was ever really: true 
but the impression certainly existed. I do not think 
there is any excuse for such an impression continuing 
today. The Council is certainly not a body of old 
changes with 
surprising rapidity. 

Since 1937, when I became a member of the 
Council and ranked as number 45 in order of 
seniority, I have become ninth in seniority. A 
turnover of thirty-six in sixteen, years would have 
been rapid enough, but in fact it has been even more 


{ 


rapid because a number of Council members have . 


come and gone since I joined the Council. From 
1946 the rate of turnover has accelerated considerably 
— twenty-seven new members in less than eight years. 
Indeed, there are only seventeen present members 
of the Council who have been on the Council for 
more than ten years and there are only six members 
who have been there for more than twenty years. 


I doubt if this rate of change has been widely 


noticed or whether it is widely recognized that we 
have on the Council a well-balanced team, consisting 
of a considerable number of comparative newcomers 
whose energy and enthusiasm are sometimes tempered 
a little by the wisdom and experience of a bende of 
older members. 


Our Future Members 
Everything that our Institute does today or has 
done in the past, will eventually come to nothing 
unless we see to it that wè have each year a flow 
of new members who will not merely add to our size 
but will also add to our stature and reputation. We 
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can only do this by recruiting for service under 
articles, the right kind of student and this rests not 
in the hands of the Council but in the hands of each 
practising member. It is a heavy responsibility, calling 
for great care. 

When we are considering taking a person under 
articles, we should ask ourselves whether the candidate 
appears to have the educational and cultural back- 
ground, the ability and the character which are 
likely in (say) ten years’ time to enable him to be a 
successful practitioner or to hold a senior position in 
industry or commerce. I know it is difficult to 
visualize how a candidate will develop, but there are a 
good many indicators which we can look at and it is 
essential that our practising members should take the 
greatest possible care. A short trial period, as recom- 
mended by the Council, may often be desirable, 

I know that differing opinions are held in regard 
to premiums and salaries. A majority of the articles 
now entered into are without premium and many 
of them carry a salary. There is, however, still a 
considerable number of articles for which premiums 
are paid or which provide.for no salary. I do not 
wish to express any view on these matters. I think 
the Council said all that needs to be said, at any rate 
for the time being, in its statement of August 1946, 
which is available for everyone to see in the syllabus 
booklet. What I do want to say is this: when a 
member is considering taking a clerk under articles, 
the primary consideration should not be financial but 
whether the proposed articled clerk is likely to become 
a worthy member of the Institute. : 


Service under Articles 


Once the selection has been made and articles 
have been entered into, the principal has definite 
duties to perform. In the syllabus booklet there is a 
copy of the certificate which a principal is required 
to give, in support of an application for admission to 
membership by an articled clerk who has passed the 
Final examination. This certificate is an important 
document and should not be signed without full 
realization of its significance. Its terms are a forceful 
reminder of the principals responsibility to the 
Institute as well as to the articled clerk. 

It would do none of us any harm if about once a 
year we were to re-read the Council’s statements 
about service under articles as set out in the syllabus 
booklet. After refreshing our minds in this way we 
could usefully ask ourselves whether, the kind of 
experience and treatment generally which we are 
giving to our articled clerks is up to the standard 


expected, 
I do not believe in a lot of spoon-feeding, of which 
we see far too much in all walks of life today. An 


articled clerk should learn to stand on his own feet: 


and in his anxiety to equip himself properly he should 
be prepared to devote a good deal of his spare time 
to his studies. The world tends to be a hard place to 
live in and we are better fitted for it if we are brought 
up the hard way. Nevertheless, all principals should 
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see to it that they are not denying their articled clerks 
any experience or opportunities, which they ought 
properly to have. 

I suggest that every principal should consciously 
and conscientiously weigh up the position of each 
articled clerk after he has completed not more than 
three years of the normal period of five years’ service. 
Where there has been a failure in the Intermediate 
examination, some help can be derived from the 
additional detail which is now given in the failure 
notice and from reports from the students’ society 
and tutors, but these are not enough. Only the 
principal has the means to assess those other qualities 
which are of the greatest importance in a professional 
man. 

Even if a candidate has not been too bright in the 
Intermediate examination, he may well be worth 
encouraging because he has other qualities which are 
first-class. On the other hand, if an articled clerk has 
a good brain but does not have the right kind of 
character and professional outlook he can later prove 
a menace to our Institute and a danger to the public. 
Again, if an articled clerk is so lacking in ability and 
aptitude as to be really unsuitable for the profession 
he will just go on wasting his time failing the 
Intermediate examination time and time again, unless 
he is persuaded to seek some more suitable career. 
A principal should not hesitate to come to a mutual 
arrangement for cancellation of articles, whenever 
he is satisfied that the articled clerk does not have the 
right aptitude, ability or professional outlook. 


Activities of Students’ Societies 


One particular aspect on which I would like to 
touch is the activities of the students’ societies. In 
spite of compulsory membership, these societies do 
not seem to be receiving anything like the. support 
they should have from their student members. The 
societies have an important part to play, not as a 
means of providing examination tuition but as a 
means of enabling articled clerks to take an interest 
in a broad range of subjects and to obtain the very 
real; but too often unappreciated, benefits to be 
derived from meeting other students and discussing 
problems with them. A great deal of voluntary work 
is done by the committees and officers of students’ 
societies and all this work is worthy of better 
recognition than it seems at present to receive. 

I hope that my remarks will be noted by both 
principals and articled clerks and I look forward to 
the display of substantially greater interest in the work 
and activities of students’ societies. 


Duty to Communicate on a Proposed 
Change of Auditor 


I am sure you are all familiar with the Council’s 
statement of June 6th, 1951, about changes in 
appointment as’ auditor or professional accountant. 
The statement is reproduced at pages 144 to 145 of 
the members’ handbook:.  - 
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- Tt is the duty of any member of the Institute 
before accepting nomination for appointment as 
auditor or professional accountant to a company, 
partnership or private individual; to communicate 
with the previous auditor or professional accountant. 

‘The Council indicated in its statement of April 
1937, that such communication should be made with 
a view to ascertaining the circumstances in which a 
change of auditor was proposed. Some members 
appear to have assumed that if the person proposed 
to be appointed believes himself to be aware of the 
circumstances in which the change is proposed, then 
he is relieved from the duty of communicating; the 
Council therefore wishes to make it clear that the 
duty to communicate exists in every case. It is 
essential that the member who is proposed for 
appointment, whether as auditor or as professional 
accountant, shall have an opportunity of knowing 
all the reasons for the change and this requirement 


‘can only be fulfilled by direct communication with 


the holder of the existing appointment. 

‘Apart from any question of professional courtesy 
it is important that the legitimate interests of the 
public and the independence of the existing auditor 
or professional accountant should be safeguarded 
and that a communication should take place even 
though the change is a matter wholly within the 
discretion of the appointer. The duty to communicate 
is not confined to cases where the previous appoint~ 
ment was held by a member of the Institute. 

‘Compliance with the duty to communicate will 
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not necessarily preclude the Disciplinary Committee 
from considering any complaint which may be made 
under clause 21 (3) of the supplemental Royal 
Charter. 


‘Where a member is invited to undertake special 
professional work for a company, partnership or 
individual, such work being in addition to that 
already being carried out by the clients auditor 
or professional accountant and where no question of 
replacement arises, it is normally desirable, as a 
matter of professional courtesy, for the member 
invited to undertake the special work to notify the 
client’s auditor or professional accountant unless 
the client advances satisfactory reasons for the 
member not so doing.’ 


I will not read it to you. Inforniation which reaches 
me from time to time suggests that there may be some 
misunderstanding about the nature of the communica- 
tion which should be sent and the time at which it 
should be sent. I would therefore like to offer you 
some advice on these two points. 


Reason for the Duty to Communicate 


Although professional courtesy does enter into the 
matter, the primary reason for requiring a member 
to communicate with the existing auditor or profes- 
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sional accountant (whp may not necessarily be a 
member of the Institute) is to give the member an 
opportunity of knowing all the reasons for the change, 
thereby safeguarding his own interests, the legitimate 
interests of the public and the independence of the 
existing auditor or professional accountant. 

It is therefore inappropriate to make the communi- 
cation in the form of a request to know whether the 
existing auditor or accountant has any objection to 

‘the change. None of us likes to lose business, 
especially if the client in question is one for whom 
we have acted for a great many years and to whom, 
so far as we are aware, we have given every satisfac- 
tion. We may well object to the change in the sense 
that we do not wish to lose a client. This is irrelevant 
so far as the proposed new auditor or accountant is 
concerned. What he wants to know is whether there 
is any professional reason why he should not undertake 
the work. 

When the member has considered any information 
which the existing auditor or accountant may, give 
to him, it is up to him to decide whether to accept 
nomination, bearing in mind that a client who has 

*decided upon a change is likely to make a change in 
any event and may well be driven into the hands of an 
unqualified practitioner if he is not able to get a 
qualified accountant to undertake the work. The 
important feature is the duty to communicate. This 
enables the existing auditor or accountant to give any 
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information which he thinks the proposéd new one 
should have. SI ! a 


When Communication should be made. 


As to the time at which the communication should 
take place, I think the best attitude is ‘the sooner the 
better’. A member should certainly not allow his 
name to go forward for nomination (for example, in 
the notice convening a company meeting) until he 
has communicated. There is, unfortunately, nothing 
to prevent a company issuing a notice in which a 
member is named as proposed new auditor without 
that member’s permission having first been obtained. 
This is a defect in the Act to which the Council has 
already drawn the attention of the Board of Trade. 
Cases have been known where a firm of accountants 
has been nominated and named in a notice issued by 
a company of which the firm had never even’ heard. 
Fortunately these cases are rare. a 

The usual position is that a member is approached © 
by a company or other prospective client. When this 
happens, the member should immediately make it 
clear to the prospective client that before accepting 
nomination he is obliged to communicate with the 
existing auditor or accountant. The question then 
arises whether the first step should be taken by the 
member or by the prospective client. I think it, is 
best for the member to ask the prospective client to 
inform the existing auditor or accountant of his 
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intention to make a change and to Jet the member 
know when this has been done, so that the member 
fan communicate. i 

If the prospective client is not prepared to make 
the first move and the member wishes to undertake 
the work, he has no alternative but to take the first 
step himself by communicating with the existing 
auditor or accountant. There may be unusual cases 
where the prospective client refuses to allow any 
communication to be sent. The member’s duty is 
then quite clear. He must decline to act. 


International Congresses 


Accountancy is international in outlook and much of 
our work has taken many of our members to all parts 
of the world. We therefore had particular cause to 
welcome the opportunity we had in June last year, 
at the Sixth International Congress on Accounting, 
bro maintain and increase our friendly relations with 
accountants from other countries. Arrangements are 
now in progress for the holding of the Seventh 
International Congress in the Netherlands in 1957, 
and our Secretary, Mr Maclver, has only recently 
returned from there, where he has been passing on 
to the organizers the benefit of the experience he 
gained in dealing with Oe many problems he 
encountered as secretary of the last congress. 


National Outlook 


Although as a profession we stand aside from party 
political controversy, there is no doubt that our 
knowledge and daily experience give many of us 
grounds for concern about the national economy. 
The excessive taxation which we have to bear in this 
country, combined with the building up of a welfare 
state at a time when the national economy is strained, 
is rapidly producing a situation which makes some 
of us fear for the future. 

The high rates of taxation on income since the 
beginning of the war have made it virtually impossible 
for individuals to accumulate capital in the form of 
savings. Moreover those who have been able, in 
better days, to accumulate capital have now been 
obliged or encouraged to delve into it for current 
expenditure. In addition, they are aware that a 
substantial part of anything they leave behind when 
they die will also be taken away in taxation and this 
is a further discouragement to any attempt at current 
saving. 

Indeed, proprietors of private businesses need to 
think carefully whether they are justified in ploughing 
back profits in order to maintain and expand, bearing 
in mind the future inroad of estate duty. The normal 
person could hardly be expected to sacrifice the 
enjoyment of current income in the knowledge that 
the result may well be to cause distress to his wife 
and family after his death. 

These evil effects of high taxation have, as I say, 
come into existence at a time when a welfare state is 
being built up. The rising generation has been 
brought up on welfare principles which certainly do 


THE ACCOUNTANT 


445 


not foster the desire to stand on one’s own feet or 
the ability to face adversity when it comes along. We 
cannot, of course, ignore the need for a certain 
amount of welfare arrangements, but personally I 
think we are tending to go much too far. We ought 
to be careful that social security for the individual 
does not lead in time to social insecurity for the whole 


country. 
Hard Work and High Production 


We can only have real social security on the basis of 
hard work and a high level of useful production. We 
are not going to encourage either hard work or produc- 
tion by high taxation, which removes incentive, or by 
excessive welfare legislation, which leads people to 
suppose that whatever they do, the State will take care 
of them and relieve the parent from his family respon- 
sibilities, thus aggravating the present tendency to- 
wards the disintegration of the family as a corporate 
unit and towards the loss of independence and dignity 
of the individual. Such a state of affairs is against all 
Christian principles and the end of what, to my mind, 
has been a cardinal feature of this island’s greatness. 

A short time ago I was reading that for every six 
persons productively engaged there is one pensioner, 
and that in twenty-five years’ time there would be one 
pensioner for every three productive persons. If 
these figures are right they present a horrifying 
picture of the further burdens which the whole 
working population will have to endure. 

Our daily work as chartered accountants brings us 
into contact with the hard facts of our economy and 
we cannot help but have misgivings about the road 
we are travelling. It is not, however, for us as a 
profession to solve problems of national economy. 
We can only do our best to carry out our duties by 
presenting to managements and shareholders a true 
and fair view of the facts and by helping managements 
to derive the greatest benefit from accounting records. 


Conclusion 


In conclusion, I hope that this twenty-first autumnal 
meeting will be no less successful than its predecessors. 
Indeed, I hope that as a coming-of-age meeting it 
will prove something of a special occasion. I wish 
to meet as many of you as possible and I hope you 
will make yourselves known to me at any available 
opportunity during the course of the meeting. I am 
bere to serve you. 


Welcome to Foreign Visitors 


The President of the Institute extended a warm 
welcome to several visitors at the autumnal meeting 
from the Continent: they were Herr H. L. Van den 
Bosch and Mevrouw Van den Bosch — Van Douwe 
(Holland); Professor Van Rietschoten and Mevrouw 
Van Rietschoten — Goppel (Holland); and Dr A. 
Meier and Frau Meier (Germany). 





Fourth annual report of the Ministry of National In- 
surance, Cmd. 8882. H.M.S.O., 3s 6d net. See The Account- 
ant dated July 25th, 1953. 
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Mannequin Parade 
For the entertainment of the ladies on Thursday 
morning, a mannequin parade was held in the 
restaurant of Messrs Marshall.& Snelgrove, during 
which coffee was served and some outstanding ex- 
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amples of this season’s fashions were shown to the 
enjoyment of those present. 

For the benefit of ladies who were unable to attent 
in the morning, the show was repeated during the 
afternoon. 


Receptions and Luncheons 
At The Grand Hotel 


The opening luncheon at The Grand -Hotel was 
preceded by the reception of membera and ladies by 
Mr Blakey and Mr C. M. Strachan, F.c.a., vice-chair- 
man of the district society’s conference committee. 

Mr Strachan presided at the luncheon and 
proposing the toast of “The Borough of Scarborough’, 
commended to those present this ‘historic and gracious 
borough’ where organized existence goes back to 
prehistoric times, with Iron Age settlements 1,000 
years B.c. He continued: 

‘In the year of Hastings, Harold Hardrada burned 
the town by casting blazing bales from Castle Hill. 
He looted all the wealth so that when Domesday Book 
was compiled 20 years later there is no record of the 
the place; but the virtue of the situation and the virtue 
of the people was such that too years later the borough 
was in being, and a charter was granted, now nearly 
800 years ago.’ 

Mr Strachan went on to say that in this period of 
800 years Scarborough had taken its full share in 
history and that in 1354 auditors were assigned to 
deal with accounts of harbour dues, for through all 
these centuries it has been a fishing port. 

He concluded with words of appreciation for 
the welcome and the help accorded to the autumnal 
meeting by the officials of the Borough of Scarborough. 


In his reply, Councillor N. Walsh, M.B., CH.B., 
J-P., Mayor of Scarborough, said that during his 
period of office he had had the very pleasant duty to 
perform of welcoming many and diverse conferences 
to the town. From each conference he had tried to. 
learn something, and had had the opportunity or 
discussing matters and subjects which in the ordinary 
way would not have entered into his ken. 


He continued: 


‘It is quite true that in our early days we had auditors 
— we have suffered from them ever since. (Laughter). 

‘There is something in common between auditors 
and the medical profession. We have both the highest 
regard for the responsibilities of our professions, and 
it is very important that these responsibilities should 
be maintained. But also we have something in common 
apart from that — you spend most of your time dealing 
with figures and we do our little bit in the same way.’ 
(Laughter). 


Councillor Walsh concluded: 


‘I used to think that members of the accountancy 
profession were people who always went about with 
long and serious faces, muttering to themselves — 
about figures of course — and I am pleasantly surprised 
to see so many cheerful faces present.’ 


At The Royal Hotel 


At the opening luncheon at The Royal Hotel, 
members and ladies were received by Mr N. B. 
Hart, 0.B.E., T.D., D.L., M.A., LL.B., F.C.A., President 
of The Hull, East Yorkshire and Lincolnshire 
Society of Chartered Accountants, and Mrs Hart, 
together with Mr D. V. House, F.c.a., Vice-President 
of the Institute, and Mrs House. 

Proposing the toast of ‘The Borough of 
Scarborough’, Mr Hart extended a warm welcome to 
members and ladies and went on to thank Councillor 
and Mrs Edwin Priestley, the Deputy Mayor and 
Mayoress of Scarborough, who were guests at the 
luncheon, for the great help that had been received 
from the Scarborough Corporation in organizing the 


conference. Nobody could have been more helpful, 
he said, and it had made the task much easier. / 

There was applause when Mr Hart said he hoped 
that the ladies had found flowers in their rooms 
when they arrived. He added, ‘the small bowls are part 
of the gift, so please don’t think you are running away 
with hotel property if you take them when you leavel’ 

Councillor Priestley, replying, said he had been 
going through accounts of the corporation of 100 
years ago, and it was staggering to see the difference 
in costs between then and now. He said: ‘I think 
last year our financial reckonings were in the region 
of over half a million pounds, whereas one hundred. 
years ago they were in the region of £4,000 


First Conference Session 
The Accountant as Financial Adviser 


The paper at the first conference session on Thursday 
afternoon was given by Mr K. A. E. Moore, F.C.A., 
who spoke on ‘The accountant as financial adviser’. 
The first part of Mr Moore’s paper appears on other 
pages of this issue. 


Mr Blakey presided at the session and introduced: 
the speaker whose address was followed by a dis- 
cussion which was wound up by Mr Moore. A vote- 
of thanks to the speaker and to the President of the - 
Institute for taking the chair was proposed by Mr- 
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A section of the assembly at the Olympia Ballroom, during the opening session on Thursday morning 


A group of members and ladies from Manchester at the EE before the opening luncheon at The Grand Hotel 
Mr C: 


on Thursday. 


(Left to right) Mr H. C. Gill, M.C., F.C.A.; B. H. Gill, B.A., A.C.A; Mr H. Sutherst, r.c.a.; Mrs 
Sutherst; Mrs A. Rigby; Mrs D. N. Walton; Mrs J. Allured, and Mr D. N. Walton, F.c.a. 
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G. R: Smith, F.c.a., chairman of the Grimsby Group of 
The Hull, East Yorkshire and Lincolnshire Society of 
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Chartered Accountants; and seconded by Mr E. T. 
Coulson, F.c.A., chairman of the Scarborough Group. g 


Civic Reception and Ball 


A civic reception and ball at the Olympia ballroom 
by kind invitation of the Mayor of Scarborough, 
was the final event of the autumnal meeting’s 
enjoyable opening day. 

-Mr and Mrs Blakey, Mr and Mrs Hart, Mr and 
Mrs House and Mr and Mrs C. M. Strachan joined 
the Mayor and Mayoress in the manager’s office 
and then went out to the ballroom, where the Mayor 
shook hands with the party as a token reception. 
Dancing then continued until midnight, the floor 
being well filled all the evening, although many 
members and ladies were interested to watch the 


dancers from the balcony which surrounded three 
sides of the floor. Midway through a gay evening, 
there was a cabaret turn in which Miss Joyce Golding 
gave an amusing selection of impersonations. 

Before the ball, Mr Hart (President of the Society) 
and Mr C. M. Strachan (Vice-Chairman of the 
Society’s conference committee) together with Mrs 
Hart and Mrs Strachan, invited members of the 
Society’s conference committee to a cocktail party 
at The Royal Hotel to meet the President of the 
Institute and members of the Council. Lord and Lady 
Downe were also present. 


A Wide Selection of Tours on Friday 


Scarborough was shrouded in what is locally termed a 
‘sea fret’ early on Friday morning, but by the time 
members and ladies were setting off on the various 
tours the mist had cleared and for the rest of the day 
the weather was bright and sunny. 

There were seven whole-day excursions and three 
afternoon ones. The programmes were as follows: 
(1) Official visit to Kingston upon Hull; (2) the Vale 
of Pickering, Rievaulx Abbey, Wass Bank and 
Malton; (3) Goathland Moors and Whitby; (4) 
Rosedale and Whitby; (5) York; (6) tour of the 
factory of Rowntree & Co Ltd at York; (7) Whitby 
moors, Bilsdale and the Vale of Pickering; (8) Flam- 
borough Head and Bridlington (afternoon tour); 
(9) Whitby (afternoon tour), and (10) Troutsdale and 
Hackness (afternoon tour). All were reported as 
most enjoyable and not without event, for the party 
on the Goathland moors tour discovered that 
Goathland sheep have a hearty appetite for sweets ~ 
a taste that may extend to headgear on the Whitby 
moors, where Mr W. S. Carrington’s hat unaccount- 
ably disappeared. Nearly sixty members and ladies 
took part in the official visit to Kingston upon Hull. 
On arrival at the Guildhall, Mr J. Blakey, F.C.A., 


the President of the Institute, and Mrs Blakey, 
were welcomed by Mr B. Svenson, the Sheriff of 
Kingston upon Hull and Mrs Svenson. After cock- 
tails had been taken, at the invitation of the Lord 
Mayor, luncheon was served in the reception room, 
where the chair was taken by Mr Hart. The chair- 
man was supported by Mr Bernard Robins, F.c.a. 
(immediate Past President of the local Society). ` 

After the loyal toast had been honoured, Mr Blakey 
expressed the thanks of the members to the civic 
heads for their hospitality and for the opportunity 
afforded to the members and their ladies of seeing 
something of the ancient city and port of Kingston 
upon Hull. 

In his reply, the Sheriff expressed his pleasure at 
being able to be present and referred to the high place 
occupied by The Institute of Chartered Accountants 
in the estimation of the public. 

In addition to the Sheriff and Mrs Svenson, there 
were present Alderman H. Fairbotham, J.P., chairman 
of the Property Committee; Mr E. H. Bullock, 
Town Clerk, and Mrs Bullock; Mr C. H. Pollard, 
O.B.E., F.S.AA., F.I.M.T.A„, City Treasurer, and Mrs 
Pollard. 


Golf Competition at Ganton 


The golf competition on Friday was played over the 
course of the Ganton Golf Club which, when 
stretched out to its championship length, measures 
nearly 7,000 yards, This competition however, was 
played from the medium tees. There were 44 
competitors for the morning round which consisted 
of a Stableford bogey in conjunction with a medal 
round for those interested in a prize for the best 
gross medal score. The weather was foggy at first 
but cleared, and everyone enjoyed the day on this 
most beautiful and well-kept course. Luncheon and 
tea were taken in the clubhouse. 

There was keen competition for the various prizes, 
an innovation this year being the provision of a 


special prize for the lowest number of points scored 
by a competitor for six sealed holes. The results 
were as follows: Best gross medal round: Mr D. C. 
Stuart Downs, 83; Stableford Bogey: 1st, Mr H D 
Anderson, 36 points; znd, Mr H. C. Mounsey, 
35 points; Special prize (6 sealed holes): Tie between 
Messrs H. J. Cole, G. W. Clough, F. H. Turner and 
R. McNeil; Bogey foursome (14 holes): Mr T. Burdon 
and Mr R. F. Tetley. 

The contributors to the prize fund, to whom 
everyone was most grateful, were: Mr James Blakey; 
Mr N. B. Hart; Mr H. F. Strachan; Mr C. M. 
Strachan; Mr D. C. Stuart Downs, and the Chartered 
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| A+ the reception before the op 


ening luncheon at The Grand Hotel on Thursday. (Left to right): Mrs Walsh, Mayoress 
ot Scarborough; Mr James Blakey, r.c.a., President of the Institute; Mra Blakey; Mr C. M. Strachan, F.c.a. (who 
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Accountants’ Golfing Society. The prizes purchased 
out of this fund were as follows: Best gross, (shooting 
stick); Stableford 1st prize, (leather travelling grip); 
2nd prize, (hide wet pack); Special prize, (1 dozen 
golf balls); Bogey foursomes winners, (a new gas- 
type Ronson lighter each). 
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At the conclusion of the day, Mrs Blakey, the wife 
of the President of the Institute presented the prizes. 
A vote of thanks was then passed to her by Mr- 
Downs and also to Mr Sam Smith, the Captain of 
the Ganton Golf Club, for the use of the course and 
clubhouse facilities. 


The Receptions and ‘Banaue on Friday 
Banquet at The Grand Hotel : 


The large number attending the autumnal meeting 
made it impossible to accommodate everyone at 
one hotel for the banquet on Friday evening, so 
function, as with the opening and concluding 
luncheons, was divided between the Grand and Royal 
Hotels. 


There were 271 members, ladies and guests at . 


the banquet at The Grand Hotel and. they were 
received by Mr James Blakey, F.C.A., President of 
the Institute, and Mrs Blakey, together with Mr 
C. M. Strachan, 0.3.2, F.C.A., a member of the 
Council of the Institute and Vice-Chairman of the 
conference committee, and Mrs Strachan. 

The principal guesta were Brigadier The Right 
‘Honourable The Viscount Downe, 0.B.E., T.D., and 
Viscountess Downe; Mr F. Spink, deputy ‘Chairman, 
Rowntree & Co Ltd, and Mrs Spink; Mr H. Wilson, 
Borough Treasurer, Scarborough; Mr S. H. Fewster, 
Conference Officer, Scarborough Corporation, and 
Mrs Fewster. i 

‘Among those present were: Sir Harold Barton 
F.C.A., (Past President of the Institute), and Lady 
Barton; Sir Bernhard Binder, F.c.a., (Past President 
of the Institute), and Lady Binder; Mr C. W. Boyce, 
£.B.E., F.C.A., (Past President of The Institute), and 
Mrs Boyce; Mr T. B. Robson, M.B.E., M.A., F.C.A., 
(Past President of the Institute), and Mrs Robson; 
_ Mr Gilbert D. Shepherd, M.B.E., F.C.A., (Past President 
of the Institute), and Mre Shepherd. 

Proposing the toast of “The Institute of Chartered 
Accountants in England and Wales’, Viscount 
Downe expressed his pleasure at the invitation to 
propose the, toast and said he wished to couple 
with it the name of Mr James Blakey. 


Viscount Downe went on.to say that no one with 
common sense could fail to be apprehensive of the 
present and future of our country, and he felt that 
in such times not only our national and Empire 
liabilities but also our assets should be counted. 
Having travelled a good deal and having lived in other 
‘countries, he considered that Britain had one price- 
less possession, namely, that of British integrity. 


‘This quality was held in high esteem by The Institute - 


of Chartered. Accountants, being in no small measure 
due to the traditions of the Institute which had been 
built up painstakingly stone by stone through 
‘previous generations. We all respond to the power 
and leadership of esprit de corps that can be built 
up only on the qualities which we both admire and 


respect. These were the qualities on which the 
Institute was built and upon which it stands. ` 
Responding to the toast, Mr Blakey thanked 
Viscount Downe for his kind reference to the 
Institute, and for the charming reference to himself. 


Three Alibis 


Mr Blakey stated that he was in possession of thre 
alibis whereby he had been relieved of saying anything 
profound at this banquet — firstly, he had two most 
charming companions and therefore had not had an 
opportunity of preparing a reply, secondly, according 
to the time-table he was due to speak at o o'clock 
and, therefore should not be there at all, and thirdly 
there was dancing to follow and his doctor had always 
stipulated that at about ro o’clock in the evening a 
little light exercise was an excellent thing. (Laughter.) 


He continued: 


‘I am delighted, and I know we all are, to see so 
many ladies present this evening. I have come to the 
conclusion that the success of ‘we mere males, be it 
great or.small, is entirely due to the care end the 
stimulus of some member of the fair sex. Any encourage~ 
ment we get is certainly not to be despised, and it is 
only on occasions such as this that we can say thank 
you for what you have done for us. " (Applause.) 


The toast of ‘Our Guesta’ was proposed by the 
chairman, Mr Charles M. Strachan, who said in 
the course of his speech:. 

‘An accountant is liable to think of any subject in 
terms of figures and I cannot resist quoting to you 
certain statistics. It was 1,000 years B.c. when Homer 
recorded traditional proposing of the toast of the 
guests so that the practice had ‘commenced before his 
time. Call it 3,000 years ago. At about the same time 
there was a settlement here in Scarborough by pro~- 
gressive Europeans and it is fair to assume that they 
forgathered and feasted. Suppose, allowing for the 
dark ages, the toast has since been proposed on the 
average once a week in Scarborough, that gives 
150,000 toasts to the guests, in Scarborough. And the 
population in Scarborough is only about one-thousandth 

of the population of Great Britain, so that we get 1 50 
million proposals of this toast. One cannot therefore 
hope that one’s own proposal shall be unique. 


‘Fortunately, however, in the new circumstances of 
each occasion, the toast does not become stale. As 
the hymn says: “Fresh every morning is the love our 
waking and uprising prove.” And it is the same with 
the toast of the guests; it comes to us fresh and vigorous 
with all our goodwill and all our good wishes behind it,’ 
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Human After All 
' In his response, Mr Frederick Spink, deputy chair- 
"Man of Rowntree & Co Ltd, said that most of his 
relations in dealings with chartered accountants 
hitherto had been on a business basis, and what 
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really delighted him beyond measure was to find 
that chartered accountants were human. There was 
all the evidence in the world before his very eyes. 
(Laughter.) ‘They have wives’, said Mr Spink, ‘they 
have families and presumably they live in houses.’ 


Banquet at The Royal Hotel 


The company of 258 members, ladies and guests 
who attended the banquet at The Royal Hotel, were 
received by Mr N. B. Hart, President of the Society, 
and Mrs Hart, together with Mr D. V. House, 
Vice-President of the Institute, and Mrs House. 

The principal guests were the Right Rev. Dr 
Harland, The Lord Bishop of Lincoln, and Mrs 
Harland; the Rt Hon. The Lord Derwent; Mr R. 
Grindal Gray, President of the Law Society of Scar- 

_ borough, and Mrs Grindal Gray, and Mr C. J. Lyon, 
HM. Inspector of Taxes. 

Among those present were: Mr W. L. Barrows, 
F.c.A. (Member of the Council), and Mrs Barrows; 
Mr W. S. Carrington, F.c.a. (Member of the Council) 
and Mrs Carrington; Mr T. Fleming Birch, F.c.a,, 
and Mrs Fleming Birch; Mr H. Garton Ash, ong, 
M.C., F.C.A. (Past President of the Institute), and Mrs 
Garton Ash; Sir Russell Kettle, 7.c.a. (Past President 
of the Institute), and Lady Kettle; Mr W. H. Lawson, 
C.B.E., B.A., F.C.A. (Member of the Council), Mr S. J. 
Pears, F.c.a. (Member of the Council), and Mrs Pears; 
Mr P. M. Rees, M.C., F.c.A. (Member of the Council), 
and Mrs Rees; Mr G. F. Saunders, F.c.a. (Member 
of the Council), and Mrs Saunders; Mr K. G. 
Shuttleworth, pc A. (Member of the Council), and Mrs 
Shuttleworth; Mr E. G. Turner, M.C., F.c.A. (Member 
of the Council), and Mrs Turner; Mr A. D. Walker, 
F.c.A. (Member of the Council), and Mrs Walker; 

' Miss Ethel Watts, F.c.a. 


‘The Institute’ 


The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Lord Derwent 
who referred in the course of an amusing speech to 
the difficulties of accountants in some countries — 
especially those where 50 per cent of clients carried 
revolvers in their pockets. Lord Derwent continued: 

‘Life is slightly easier for you practising in this 
country, and this is entirely due to your own high 
reputation. In this country we, your clients, know that 
within the law we won’t pay any more tax than we 
have to when we get the final figure. On the other side, 
the Treasury, although you may argue with them 
about detail and about interpretation, are perfectly 
willing to accept a certificate from you saying things 
are as stated on the certificate. This high reputation of 
yours is the thing which makes life easier for you 
and for your clients.’ 


In his response, Mr D. V. House, F.c.a., Vice- 


President of the Institute, referred to the presence of 
the ladies, and said the Institute had done many 


things in the past but none was as wise and gave it 
as much pleasure as inviting the ladies to these 
functions. 


Growth in Duties and Responsibilities 
He went on to say: 


‘The total membership of the Institute is over 
17,000; the number of articles registered annually is 
1,400, but numbers are not everything, and the growth 
in the duties and responsibilities, and in the knowledge 
required of the chartered accountant is also striking. 
It is hardly necessary to add that despite this rapid 
growth, the high standard set by the Institute remains, 
both as regards qualifications and discipline, whereas 
in such circumstances it might easily have been 
otherwise. 2 

‘Our examinations are not easy to pass. It is essential 
they should not be, but they are not impossible for 
anyone who applies himself and works hard’. 


The fact that some curious answers to examination 
questions appear from time to time was illustrated 
by Mr House to the great amusement of his audience. 

The toast of ‘Our Guests’ was proposed by Mr 
Hart, who, referring to the presence of the Bishop of 
Lincoln, and Mrs Harland, said it had been the 
practice in post-war conferences to include a church 
service in the proceedings. He commented. 

‘I think we all feel that it is highly appropriate 
that our conference should include a corporate act 


of worship, asking for the blessing of God on our 
labours.’ 


Husbands of Lady Members 


Mr Hart referred to the mannequin parades 
arranged for the wives of members, and continued: 


‘I wonder if one day we shall have to think of some 
entertainment for the husbands of lady chartered 
accountants who are attending our meetings — I do not 
think there are any here — but I am looking forward 
to the day when we have to arrange a billiards match 
for the husbands.’ (Laughter.) 


Mr R. Grindal Gray, President of the Scarborough 
Law Society, responded to the toast and entertained 
his listeners with a light-hearted glossary of account- 
ancy terms with which he had equipped himself 
for the occasion. One, he said, which appealed 
particularly to the legal mind was the fact that a ship 
on the stocks was a ‘floating asset’, but once launched 
became a ‘fixed asset.’ 


At the conclusion of the dinner there was dancing 
in the ballroom until 1 a.m. 
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Church Service 


Over 350 members and ladies attended divine service 
at St Mary’s Church, Scarborough, on Saturday 
morning. The service was conducted by The Rev. 
J. T. M. Parlow, M.A., and the lesson, Romans xiii, 
verses 1~7, was read by Mr N. B. Hart. 


The Conference Sermon 
The conference sermon was delivered by The Lord 
Bishop of Lincoln, The Rt. Rev. Maurice Harland, 
D.D., who took as his text, St Luke xvi, 2: ‘Give an 
account of thy stewardship’; he said: 

People keenly interested in their work delight to 
meet others concerned with the same affairs to 
exchange knowledge and experiences and learn 
from one another. A common interest and devotion 
to a common cause create friendship and create 
true and happy fellowship. 

Your great association has come into being and 
flourishes because of your devotion to your calling 
and your sense of fellowship in its pursuit. 

A conference such as this is a giving account of 
your stewardship. You who will be speakers will 
give a public account of your hopes and ideals and 
how far they are being realized. The greatest number 
of you will be listeners in public rather than speakers, 
but in your thoughts, and in conversation with each 
other you will be giving account to yourselves of your 
stewardship. You will be thinking of how far you 
have attained your hopes and ideals and whether your 
experience encourages your aspirations. Men of 
your profession do not, I imagine, easily attain to the 
position you now hold. I believe it is true that the 
initial examinations are distinctly stiff and difficult, 
and the many avenues, and the demands of changing 
conditions call for a high order of ability in your 
profession. 

The wise man is he who knows how little he knows 
and is always prepared to learn. The educated man 
is not he who knows, or thinks he knows, everything, 
but where to turn to gain accurate and reliable 
information. Life means discipleship, which is we 
must never stop learning and developing our gifts 
and powers. I have taken my text from what is 
perhaps the most difficult of the parables of Christ. 
He clothed his profoundest teaching in stories, or 
parables, which stick in the memory, intrigue 
intelligence, till at last they convey their meaning 
and truths. It is commonly called the parable of 
the unjust steward, but it is the story of the failure 
of success. 

The, Desire to Succeed 
I have become convinced that there are few more 
dangerous things in the world than to be successful. 
We all, naturally, desire to succeed in our under- 
takings and realize our hopes, but I submit it is true 
to say that more men, and women, are ruined by 
success than by anything else. 

In this parable we have a man who had attained to 
a great position of trust. He was steward of his 


lord’s affairs. Clearly a man of ability, or he woul 
not have gained that appointment. But when accused 
of having wasted the property he knew the charge 
was true and had no defence to offer. Dismissal was 
certain. His desperate position called forth all his 
powers and real ability. “What shall I do? — I cannot 
dig, to beg I am ashamed. I am resolved what to do, 
that when I am put out of the stewardship, they 
may receive me into their houses.’ So he called every 
one of his lord’s debtors unto him, and said unto the 
first, ‘How much owest thou’ unto my lord? ‘An 
hundred’ measure of oil.’ ‘Take thy bill, and sit 
down quickly, and write fifty’. To another, ‘and how 
much owest thou?’ ‘An hundred measures of wheat.’ 
‘Take thy bill and write fourscore.’ And his lord 
commended the unjust steward, because he had done 
wisely. 

Apparently the steward was within his right to. 
reduce his own commission or profit. His lord would 
hardly have commended him if this action was 
dishonest. But it was the wisdom of the man in a 
desperate position that was commended, not his 
morality. He had to be in a desperate position, in a 
‘real jam’ to reveal his ability, He used the short 
time remaining to purchasé respect and goodwill. 
He was seeking that which a man most needs, and 
that is friendship and regard. He needed those who 
would stand by him in trouble and help him to start 
again. A man needs respect and goodwill far more than 
success. . 

The Need to be Worthy of Trust , 

But how was it that a man of such gifts and real 
ability had come to fail so badly? I believe it was 
because he had gained his desire and fulfilled his 
ambition to be a steward of a rich man’s household. 
He had worked his way up to it and having gained 
his desire there was no more spur to his powers, 
He enjoyed the position he coveted and was satisfied. 
His sense of honour and being in a position of high 
trust was dull so he ‘let things go’..He was in the 
position of those the Bible records to whom ‘He gave 
them their desire: and sent leanness withal into their 
souls’. We all know of people today who seek a job 
which must give them a certain position and high 
rate of pay, quite irrespective of whether they have 
the necessary qualifications. Such things are disturb- 
ing in their revelation of the hireling spirit that is 
concerned more with the hire than with the steady 
determination to be worthy of the trust and able to 
fulfil it. i 

Our Lord’s commentary on the parable is ‘Make 
to yourselves friends of the mammon of unrighteous- 
ness: that when ye fail, they may receive you into 
everlasting habitations’. 

Mammon means money. It is called unrighteous 
because of the use to which it is so often devoted 
that it is stigmatized as ‘the root of all evil’. Not that 
there is anything wrong in riches or money in itself. 
Tt is neither righteous nor unrighteous. Like every- 
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thing else it can be used for Sond or evil. It is not the 
„possessions but the man who possesses them who is 
responsible for good or evil. 

One of the profoundest truths Christ expressed is 
‘Man’s life consisteth not in the abundance of the 
things he possesseth’, or perhaps more plainly, it 
is not what a man has but what he is that really matters. 
A-man may have great material possession of wealth 
and position but if he is bad they will be a curse to 
all with whom he has to do. The greater a man’s 
powers the greater is his influence for good or evil. 
How things are used depends entirely upon the soul 
and character of those who have them. 

We are disturbed by the discovery and exercise 
of what is called ‘atomic energy’ and the experi- 
ments with atomic bombs and the like. Yet there is 
nothing wrong with the power. It may be the 
greatest’ boon to humanity, but will it? that depends 
on the men who have it. 

The steward in the parable had great gifts which 
gained him a cherished position. But he never won 
respect or regard till forced to do so by extremity. 
He wasted the goods and so betrayed his trust. It 
was not his position but the way he filled it that 
brought ruin. Then he was only able to make 
temporary accommodation for himself. But Christ 
said — ‘Use your gifts and powers to make true 
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friendships, friendship based upon trust, integrity, 
and a high sense of honour and duty, then if you fail 
you will find your real friends who will stand by you 
for ever because you have made yourself to be the 
man worthy of honour and love.’ 

‘Give an account of your stewardship.’ Take stock 
of yourselves that you may see the kind of man you 
are and are becoming. You have had your triumphs 
and successes, are you a better man in consequence 
in yourself? You have your failures, your disappoint- 
ments and your anxieties. What have they made your 
This world has been well described as ‘the Vale of 
Soul-making’. A man’s soul is his true self. The things 
that come to us in life whether in the way of successes 
or disappointments are sent to try and to prove us, 
what manner of men we are. They are sent too to 
teach us humility in the knowledge that ‘we have 
no power of ourselves to help ourselves’. There are 
things that lie beyond our powers to control and for 
which we need spiritual resources which God alone 
can supply. According to what we are in our souls, so 
will our stewardship be. 


During the singing of the hymn ‘Praise, my soul, the 
King of Heaven’, a collection was.taken on behalf 
of the Chartered Accountants’ Benevolent Association 
this amounted to £110. 


Second Conference Session 
The Excess Profits Levy 


At the second conference session, held at the Olympia 

_ ballroom on Saturday morning, Mr Blakey introduced 
Mr E. N. Macdonald, p.F.c., F.c.a., who submitted a 
paper on “The excess profits levy’. 

In the discussion which followed the paper, a 
number of problems were raised on which the 
speaker later gave his opinion. A vote of thanks 
to Mr Macdonald, was proposed by Mr J. Camamile, 
F.C.A., chairman of the Society’s Lincoln Group, and 
seconded by Mr G. B. Robins, F.c.a, immediate 
Past President of the Society. We hope to EES 
Mr Macdonald’s address in an early issue. 


Presentation to Mr H. F. Strachan, F.C.A. 
At the conclusion of the business session, Mr Blakey 
spoke of the debt of gratitude which the conference 
owed to Mr H. F. Strachan, F.c.a., the Honorary 
Conference Secretary, to whom a large measure of 
the credit for the meeting’s success was due. Mr 
Blakey presented to-Mr Strachan a model television set 
to symbolize the large set which was waiting for him at 
Hull. Mr Strachan, who was greeted with applause, 
made an admirable reply. 


Overseas Visitors 
The conference ended with short speeches by 
Professor A. M. van Rietschoten and De Herr van 
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The Concluding Luncheons 


At The Grand Hotel 


Nearly 260 members and ladies were present at the 
concluding luncheon held at The Grand Hotel on 
Saturday, October roth, when the chair was taken 
by Mr N. B. Hart, opp, T.D., M.A., LL.B., F.C.A., 
President of the Society. 

The toast of ‘The Hull, East Yorkshire and 
Lincolnshire Society of Chartered Accountants’ was 
proposed by Mr D. V. House, r.c.a., Vice-President 
of the Institute. 


In his reply, Mr Hart thanked, on behalf of all 


the members and their guests who had attended the 
conference, all those who had combined their efforts 
to make the three days such a success. ‘An operation 
of this magnitude’ said Mr Hart, ‘depends entirely 
on the team-work of the various committees and their 
helpers, and if there has been any success it is 
entirely due to the help and hard work of all 
concerned.’ 
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In conclusion, Mr Hart thanked all the members 


‘and ladies for their kind support to the conference. 


At The Royal Hotel 


The concluding luncheon at The Royal Hotel was 
attended by over ‘250 members and ladies, with 
Mr C. M. Strachan,- 0.B.E., F.c.A., Vice-Chairman 
of the Society’s Conference Committee, in the chair. 

Mr James Blakey, pc A, President of the Institute, 
proposed the toast of “The Hull, East Yorkshire and 
Lincolnshire Society of Chartered Accountants’ and 
expressed in the course of his speech, his appreciation ` 
of the hospitality and entertainments which had been 
offered by their hosts. 

In his response, Mr Strachan spoke of the great 
pleasure with which the Society had acted as host _ 
and said that he wished, in particular, to record the 
thanks of the Society to Mr Hart, the President of the 
Society and Chairman of the Conference Committee. 


Members of Committees 


Membership of the committees responsible for the 
organization of the autumnal meeting was as follows: 


The Institute’s Conference Committee 

The President of the Institute: Mr James Blakey, F.c.A.; 
~ the Vice-President of the Institute: Mr D. V. House, 
F.c.A.; Messrs H. Garton Ash, 0.B.B., M.C., F.C.Aj 
S. W. Cornwell, r.c.a.; T. B. Robson, M.B.E., M.A., 
F.C.A.; Secretary: Mr A. S. Maclver, M.C, BAS 
Assistant Secretaries: Messrs C. H. S. Loveday, A.C.A., 
and F. M. Wilkinson, A.C.A. 


The Society’s Conference Committee 


Chairman: Mr N. B. Hart, opp, T.D., D.L., M.A., 
LL.B., F.C.A. (the President of the Society); Vice- 
Chairman: Mr C. M. P 0.B.E., F.C.A; Hon. 
Conference Treasurer: Mr K. Helm, F.C.A.; Hon. 
Conference Secretary: Mr CN F, Strachan, F.C.A5 
Messrs S. K. Ashworth, A.C.A., J. A. Bryden, A.C.A., 
W. J. Campbell, a.c.a., E. T. Coulson, F.c.a., A. S 
Freeth Oliver, F.c.a., W. B. Hall, F.c.a., J. Hankinson, 
A.C.A. C. G. Heselton, a.c.a., T. W. Mackrill, F.c.a., 
W. S. Marshall, a.c.a., A. G. Pearson, F.c.a., H. G. 
Sergeant, A.C.A., F. H. Smith, SESCH A.N. ‘Beet 
A.C.A, M. J. F. Willcox, a.c.a., A. A. Beardsall 
F.c.A., J. Camamile, F.c.a., R. C. Copeman, A.C.A. 
D. C 8. Downs, F.C.A., J. D. Gregory, A.C.A., Ww. H. 
Hall, aca, J. G. Hanwell, r.c.a., E. K. 

F.C.A.„ E. C. Mallett, F.c.a., F. S. 'Mowforth, FICA., 
G. B. Robins, ¥.c.a., R. G. Slack, M.A., F.C.A., N. 
Townend, F.C.A„ and W. S. Warrs, A.C.A. 


The Society’s Conference Sub-committees 


HOTELS AND Reception 
Chairman: Mr W. S. Marshall, 4.c.a.; Messrs S. K. 
Ashworth, a.c.a., W. B. Hall, F.c.A., T. W. Mackrill, 
F.c.A., A. G. Pearson, F.c.a. and R. G. Slack, M.A., 
F.C.A, 


BANQUET AND CATERING 
Chairman: Mr E. C. Mallett, y.c.a.; Messrs F. C. B, 
Ashby, F.c.a., J. Camamile, F.c.A., J. G. Hanwell, 
F.C.A„ T. Hudson, a.c.a., R. H. R. Marshall, F.c.a., 
A. S. Freeth Oliver, F.c.A., and W. J. Campbell, A.C.A. 


EXCURSIONS AND TRANSPORT 
Chairman: Mr J. A. Bryden, a.c.a.; Messrs C. G. 
ee G. B. Robins, F.C.A., ‘A. N. Townsley, - 
A.C.A., and C. R. H. Wreathall, A.C.A. 


GOLF 
Chairman: Mr D. C. S. Downs, F.c.a.; Messrs. im 
Fawcett, SOA. B. Hoole, A.C.A., and F. a. Turner, 
A.C.A. 

PRINTING, PUBLICATIONS AND PRESS 
Chairman: Mr H. G. Sergeant, a.c.a.; Messrs A. A. 
Beardsall, F.c., W. H. Hall, a.c.a., S. R. Jones, 
A.C.A., E. J. Robson, A.c.a., and N. Townend, A.C.A. 


GENERAL PURPOSES 
Chairman: Mr N. B. HART, ong, T.D., D.L., M.A., 
LL.B., F.C.A; Messrs C. M. Strachan, 0.B.E., E.C.A., 
K. P. Helm, r.c.a., J. A. Bryden, a.c.a., D. C. S. 
Downs, F.c.a., E. C. Mallett, Soa, W. S. Marshall, 
A.C.A., A. S. Freeth Oliver, F.c.a., G. B. Robins, 
F.C.A., and H. G. Sergeant, A.C.A. 


Honorary Public Relations Officer 
Mr Derek du Pré, Editor of The Accountant. 


MAC'S CARICATURES 
A further selection of caricatures of personalities 
attending the autumnal meeting, specially drawn 
for The Accountant by the well H caricaturist, 
Captain G. Machin, D.F.c., will appear in our next 
issue. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
MEETING OF THE COUNCIL 


At a meeting of the Council, held on Tuesday, October 
6th, 1953, at the Hall of the Institute, Moorgate Place, 
London, EC2, there were present: 


. Mr J. Blakey, President, in the chair; Mr D. V. House, 
Vice-president; Messrs H. Garton Ash, 0.B.E., M.C., 
W. L. Barrows, Sir Harold Barton, Mr T. Hamilton 
Baynes, Sir Bernhard Binder, Messra C. W. Boyce, C.3.£., 
W. G. Campbell, P. F. Carpenter, D. A. Clarke, S. W. 
Cornwell, E. C. Corton, A. S. H. Dicker, M.B.E., W. W. Fea, 
G. R. Freeman, P. F. Granger, Sir Harold Howitt, 0.8.E., 
D.S.O., M.C., Sir Russell Kettle, Messrs W. H. Lawson, C.B.E., 
R. B. Leech, M.B.E., T.D., K, A. E. Moore, C, U. Peat, M.C., 
P. M. Rees, M.C., L. W. Robson, T. B. Robson, M.B.E., G. F. 
Saunders, Gilbert D. Shepherd, M.B.E., B. Smallpeice, E. D. 
Taylor, E. Gordon Turner, m.c., A. D, Walker, Sir Nicholas 
Waterhouse, K.B.E Messrs M. Wheatley Jones, E. F. G. 
Whinney, with the Secretary and Assistant Secretaries, 


Welcome to New Member of the Council 


The President welcomed Mr Wheatley Jones, F.C.A., 
of Manchester, who was attending for the first time as 
a member of the Council and Mr Wheatley Jones 
briefly replied. $ 


Presentation of Prizes 


In presenting the following prizes to the under- 
mentioned candidates, who were able to attend the 
meeting of the Council, the President said: 
Gentlemen, 

On behalf of the Council, I extend to you our 
congratulations on the success you have achieved in 
the recent examinations of the Institute held in May 
1953. 

It is customary on these occasions for the President 
to say a few words which he trusts will benefit you 
and help you on your way. 

In looking at addresses by my predecessors, I have 
been struck by the excellent words of advice that have 
been given, but have sometimes felt a doubt as to 
whether your receptivity is of the highest on a day like 
today when, no doubt, you have planned it as one of 
rejoicing and relaxation. Therefore, at the risk of being 
admonished by the members of the Examination 
Committee, who are present, I propose going back in 
my own mind to my student days, when I found that 
any aid in the preparation for the examinations was 
not to be despised and I always remember that I found 
some assistance from the use of mnemonics, but 
perhaps the present generation consider them unethical. 
At any rate, for what it is worth, I am going to give 
you two, one of which, I think, is applicable to the 
Final students. 


Taking the word ‘FINAL’: 





prevent vain and unbecoming thoughts obtruding and 
elp to preserve your modesty. 

"D stands for ‘Integrity’, which it should be your 
ambition to maintain and which is a cardinal factor in 
character building. 

‘N’ stands for ‘Neighbourliness’. A willingness to help 
others without thought of self — in fact— do unto others 
as you would be done by. 

‘A’ stands for ‘Altruism’ — in other words, you should 
give a certain amount of voluntary service to the benefit 
of your fellow man and, particularly, may I suggest an 
interest in your local students’ society to enable you to 
help those who come after in preparation for the profes- 
sion. From there you will no doubt gravitate to an interest 
in your local district society and eventually stand a good 
chance of becoming a member of this Council as its 
representative, from which it follows that you may at 
some future time be occupying the place I do today. It - 
is well within the realms of possibility that one, or more, 
of you may be addressing future successful candidates — 
and then your troubles will really begin. 

‘L’ stands for ‘Loyalty’ -the loyalty you will always 
owe to the Institute — and not only if you remain in the 
profession but also if you go into commerce. 


As regards those students who have passed the 
intermediate examination, I do not propose to use the 
word ‘Intermediate’, because that would be burden- 
some and also unduly strain my ability, but it can 
safely be said that you are half-way — and therefore 
let us take the word ‘HALF’: 


‘H’ stands for the hard work which you still have in 
front of you, not only for your Final, but always ... and 
do not look upon hard work as a penalty like so many do. 
There is great satisfaction in it and it brings its own 
reward. 

‘A’ stands for ‘Application’—that is applying the 
knowledge you gain in your studies to enable you to 
answer the questions set in the examination. 

‘L’ stands for ‘Lucidity’ and the necessity for expressing 
your ideas, not only in the examination room but else- 
where, with clarity and conciseness — and I might also 
add it stands for ‘legibility’, for we must always remember 
that the examiners, in spite of what you may have been 
led to believe, are only human. It is a distressing thought, 
but no one seems to be taught good writing as such. 
I only knew two good writers — one of them is dead, and 
I don’t feel particularly bright this morning! 

‘F stands for ‘Fun’ and includes healthful recreation 
and exercise so necessary when you are in the throes of 
preparation for the examination. It also broadens one’s 
outlook and teaches you to realize there are many other 
fields of endeavour besides the profession. 


To all of you-—one last general recommendation 
I seriously suggest to you. Do cultivate a sense of 
humour, and let it be a kindly one and be ever ready to 
laugh at your own foibles. 

The Finalists have only five words to remember, 
and the Intermediates four words — and providing one 
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Final 


First Certificate of Merit, the Institute Prize, the Walter 
Knox Scholarship and the Plender trize for the English Law 


fae ID Li) paver 
D. L. Range (F. bristmas), London. 


Second Certificate of GC Si W. B. Peat Medal and Prize 
and the Plendi 
P. Sergeant (E. A. Radford), Woking. 

Second Certificate of Merit 
A. V. J. More (C. H. Mead), London. 

Fourth Certificate of Merit, the Plender Prizes for the Auditing 
and General. Financial Knowledge and Cost Accounting 


papers 
J. C. Steare (A. Smith), Manchester. 


Frederick Whinney Prize and the Plender Prize’ for the 
Advanced Accounting (Part ID) paper 
M. H. Jenner (G. Place), East Grinstead. 


Auditing Prize 
J. Clowes (J. A. ‘Caney Bolton. 


Intermediate 
First Certificate of Merit, the Institute Prize, the Stephens 
Prize and, with one other, the Frederick Whinney Prize 
P. Mendelssohn (J. F. T. Nangle), London. 


Second Certificate of Merit and, with one other, the Frederick 
Whinney Prize 
C. P. David (C. R Daniel), Cardiff. 


Third Certificate of Merit 
I. R. McNeil (A. J. Heald), Brighton. 


Seventh Certificate of Merit 
R. Kapoor (A. H. Farquhar), London. 


Ninth Certificate of Merit 
J. V. M. G. Clark (E. York), London. 


Eleventh Certificate of Merit 
M. J. Beer (N. A. Wheatcroft), Sheffield. 
P. M. D. Gibbs (F. O. M. Smith), London. 
C. P. Huckstep (R. H. Dutchman), London. 


Fifteenth Certificate of Merit and the Plender Prize for the 
Book-keeping and Accounts (Executorship) paper 
J. M. L. Jaeger (E. D. Taylor), Leeds. 


Eighteenth Certificate of Merit and the West Prize 
E. A. Eden (G. W. Tonks), Wolverhampton. 


Nineteenth Certificate of Merit 
G. J. Martin (A. L. Barnett), Bristol. 


Twentieth Certificate of Merit 
K. G. Bishop (F. C. Russell), London. 


Plender Prize for the Auditing Paper 
N. N. Sassienie (F. W. Barnes), London. 


Re-admission to Membership 
One application for re-admission to membership was 


acceded to, 


Exemption from the Preliminary Examination 


One application under bye-law 79 for exemption 
from the Preliminary examination was acceded to. 


Reduction in Period of Service under Articles 


Four applications under bye-law 61 for a reduction in 
the period of service under articles were acceded to. 


Exemption from the Intermediate Examination 


Three applications under bye-law 85 (6) for exemption 
from the Intermediate examination were acceded to, 
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Final Examination 
One application under bye-law 86 for permission to y 
sit an earlier Final examination was acceded to. : 


- Intermediate Examination EE 


One application under bye-law 81 for permission to 
sit an earlier Intermédiate examination was not 
acceded to. 


_ Articled Clerks in Industrial Organizations , 
Three applications under bye-law 58 (c) from articled’ 
clerks to spend periods not exceeding six months in an 
industrial organization during their articles were 
acceded to: 


Articled Clerks Engaging in. Other Businesses 


The Council acceded to four applications under bye- 
law 57 from articled clerks’ to engage during their 
service under articles in other businesses for the sole 
purpose and to the limited extent specified in the 
applications. 


Bye-law 63: 
Concessions Relating to National Service 


The Council authorized the publication of the follow- 
ing statement: 

‘After December 31st, 1953, ‘the Council will not 
consider any further application. under bye-law 63 (a) 
for exemption from the Preliminary examination or 
under bye-law 63 (c) for reduction in period of service 
under articles.’ 


Trustee Savings Bank Inspection Committee 


Mr George R. Freeman, F.C.A., was nominated to 
serve as a member of the Trustee Savings Bank 
Inspection Committee for the four years ending 
November zoth, 1957. 


Appointments to Committees - 


Mr M. Wheatley Jone’, F.c.a., was appointed to 
serve on the Applications, Finance and District 
Societies Committees for the ensuing year. 


1 


Select Committee on Natlonalized Industries ` 


The Council authorized the publication of the follow- 
ing statement: 


‘In February 1952 a memorandum, entitled Profes- 
sional Accountants and Undertakings whose Accounts 
are Required by Statute to be Laid Before Parliament was 
submitted to H.M. Treasury. This memorandum has 
been considered by the Select Committee on Nationalized 
Industries and is reproduced at pages 21-07 of the report 
of that Committee, which was published by H.M. 
Stationery Office in August 1953. Oral evidence in support 
of the memorandum was given before the Select Com- 
mittee by Sir Harold Howitt and Mr T. D Robson.’ ` 

[The memorandum will be reproduced in our next 
issue, — Ed.] A 


z Ownership of Records 


The Council approved a revised statement regarding 
the ownership of records, to replace that which appears 
at pages 140 to 142 of the Members’ Handbook. The 
reyised statement (reproduced at the end of this 
report) will be included in the next pamphlet of 
supplements to the Members’ Handbook. 
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Certificates of Practice etc. 
It was resolved: : H 


(1) That certificates of practice be issued to thé 
following twenty-nine associates who have commence 
to practise: 

Allen, John Frederick; 1940, A.C.A.; (Mellor, Snape & ` 
Co.), 130 Nantwich Road, Crewe, and at Northwich, 
Macclesfield and Manchester. | 

Battersby, Jobn William; 1952, A.C.A.; 
Drive, Watford. 


| 


Bennett, Gordon Beresford; 1952, A.C.A.; (*Donald H. \ 


Bates & Co.), Central Chambers, 10 Cheapside, Hanley, 
Stoke-on-Trent, and at Leek, Longton and Tunstall. 

Bowman-Vaughan, Michael John; 1952, A.C.A; i 
ton, Fabian & Co.), 30 Southampton Buildings, Chancery 
Tane; London, WC2, and 65 London Wall, London, 

2. 

Brooke, Donald; 1953, A.C.A; 99 High Street, Gosport, 
Hampshire. ‘ 

Common, Samuel Ainslie; 1937, A.C.A.; (Walter Mea 
a Co.), Carlton Chambers, 45 High Street, Newport, 

on, 

Daniels, Walter Albert; 1951, A.C.A.; (Campbell & Bowden), 
Westminster Bank House, 3 York Street, Manchester, 2. 

Davies, David Clifford; SE A.C.A.; (Gowar, Ashby 
Barnadale), Staple House, 51-52 Chancery Lane, Londo 

2. 

Dumin, John Charles; 1951, A.C.A.; (Clark, Battarns 
Col 32 Victoria Street, Westminster, London, SW: 

Fairhurst, Wilfred; 1931, A.C.A.; 17 Shenstone Avenu 
Quinton, Birmingham, 32. 

Frith, John Sourbuts; 1953, A.C.A; (J. Frith & Col 89, 
Fountain Street, Manchester, 2. 

Gill, Alfred Hutchinson; 1940, A.C.A.; (Frank Shaw, Gilt 
& Co), 17 Queen Street, Oldham. i 

Glendinning, Robert Stanley; 1948, A.C.A; (Richards, 
Russam_& Co), Martins Bank Chambers, 2a Tyrrel 
Street, Bradford, 1, and at Bakewell. 

Halpern, Sidney Gerald; 1951, A.C.A.; (Cecil Halpern & 
Co), 18 Charing Cross Road, London, WC2. : 
Hill, Joseph Henry; 1950, A.C.A; (J. H. Hill & Co), 31 

Connaught Avenue, Mutley, Plymouth. 

Hodkin, Donald Henry; 1952, A.C.A; (Donald Hodkin 
Co), ‘Brantford’, Poynders Road, London, SW4. 

Ingham, Geoffrey; 1953, A.C.A; (EW. Wells & Co), r 
Hallfield Road, Bradford, x. 

John, Albert; 1953, A.C.A.; 20 Cambridge Road, Hove. 

Jones, Kenneth Watts; 1953, A.C.A.; (K. W. Jones & Co), 
25 Kirkland Avenue, Barkingside, Ilford, Essex. 

King, Leonard Charles Victor; 1953, A.C.A; (*Francia F 
King & Son), Queen’s House, Leicester Square, Londo 
WCz2, and at Amersham. 

Mellor, William; r949, A.C.A; ‘The Pebbles’ Hayfiel 
Road, Birch Vale, near Stockport. 

O’Malley, James Patrick; 1952, A.C.A; 1 Scape Lan 
Great Crosby, Liverpool, 23. : f 

Prior, Allen James, B.sc.; 1937, A.C.A.3 179 Ruden Wa 
Epsom Downs, Surrey. 

Schlee, Robert Anthony; 1950, A. CA. (*Rowley, Pembe.. 
ton & Co), Lloyds Building, 3-4 Lime Street, Londo 
EC3, and 166 Camden High Street, London, NW1, 

Smith, Thomas Leighton; 1952, A.C.A; ("Hough & Sorfh), 
1 Newgate Street, Newcastle upon Tyne, 1. 

Spurway, Paul Francis, M.A.; 1953, A.C.A; (R, H. Marc 
Son & Co), Baltic House, Mount Stuart Square, an 
Windsor Place, Cardiff, and at London. 

Ward, Walter; 1952, AC.A.; 36 Walsingham R 

wo endon, E5. 
ashbrook, arles Henry; 1953, A CA Hasl 
Croft, Shirley, Birmingham. : K 

Windle, Ian Peter, M.A.; 1949, A.C.A. 21 Guildhall B 


ings, Navigation Street, Birmingham, 2. 





















* placed against a Firm Name signifies that the Firm i 


P not 
exclusively composed of members of the Institute, 
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(2) That one associate be elected to fellowship 
under clauses 9 and 31 of the supplemental Charter 
(bye-law 37). S ; 
~ (3) That thirteen associates be elected to fellow. 
ship under clause 6 of the supplemental Charter (bye- 
law 31). . A : 

(4) That ten applicants be admitted as associates 
under clause 5 of the supplemental Charter (bye- 
31). . 
(5) That seven applicants be admitted as associates 
under clause 9 of the supplemental Charter (bye- 

6). i 
SS of those who complete their fellowship or 
hip before October 2oth will appear in The 
mt of October 24th. 


Election to Council 
McNeil, F.c.a., Hove, was elected to fill 
y on the Council caused by the death of 
gan-Jones, F.c.A., Eastbourne. 


esignation from the Council 

il received with regret the resignation of 
Stuart Mackenzie, A.C.A. Manchester, of 
ership of the Council. Mr Mackenzie had 
the Council since 1948 and was a member of 
ce and Library Committees. 


eo Registration of Articles 


a retary reported that 285 articles of clerkship 

gistered during the months of August and 
._ .aber'1953, as compared with 300 in the previous 
August and September. 


Deaths of Members 
The Council received with regret the Secretary’s 













report of the deaths of the following members: 


Mr Lionel Ashley Baddeley, M.C., F.c.a., Lingfield. 
» Michael Charles, a.c.a., London. a 

Frederick Piercey Coates, F.c.A., Rotherham. 

Ernest William Glaister, F.c.a., Carlisle. 

John Albert Deakin Hale, F.c.a., London. | 

» William Price Hale, r.c.a., Coventry. 

Hari Prosad Khandelwal, B.COM., A.C.A., Calcutta. ` 

Albert Edgar Perkins, F.C.A., Bristol. 

Yorke Sails, a.c.a., Southampton. 

Edward George Thorne, F.c.a., Hereford. 

Douglas John Ward, M.C., A.C.A., Aberdovey. 

Arthur Reginald Welchman, F.c.a., London. 

Frank John Wheeler, F.c.a., London. S 

Percy Wheelock, a.c.a., Birmingham. 

Allan Herbert Wynn, a.c.a., London. 


OWNERSHIP OF RECORDS 
The following revised opinion has been given by counsel 
Sie F 53) following the decision of the Court of 
Appeal in Chantrey Martin & Co v. Martin (rosa 
3 W.L.R. 459) and replaces the statement at pages 
140- to 142 of the Members’ Handbook. 

(1) The following opinion has been given by counsel 
(September 1953) on the question whether an account- 
ant has the right to retain various types of records. ` 

(2) The opinion applies whether the accountant is 
acting as accountant or as auditor (whether under a 
private arrangement or under the Companies Act, 

8) or as receiver. 
Be The opinion is given on the basis that the contract 
between the accountant and his client is silent upon 
the matters in question. The accountant’s rights could, 
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of course, be altered expressly or by necessary implica- ~ ants and the Inland Revenue in regard to the company’s 
tion in any such contract and to some extent they depend ‘accounts and tax computations thereon (both the 
upon the ‘facts and circumstances of each particular S Copies of letters sent and the originals of letters 


case, 
Working Papers 
(4) An accountant’s working papers are his own 
property and he is entitled to retain them. His right to 


received) were the property of the client. This decision 
on the basis that the accountants had been acting 
as agents for the client for the purpose of settling with 


| the Inland Revenue the client’s tax liability; and 


retain his working papers is not altered by the state of Maccordingly the Court followed the principle expressed 


his client’s records, ‘The expression ‘working papers’ is 


used here to mean any document that the accountant’ 


_ or his staff may prepare in order to help him carry out 
the work which he is engaged to do; for examp 
draft profit and loss accounts and draft balance gh 
schedules prepared from incomplete records 
to enable such draft accounts to be prepared, 
anda and draft reports. These documents ar, 
prepared for the accountant’s own p sg 
client can have no claim to them. ; 

(5) The above opinion is in accordance 
decision of the Court of Appeal in Chantrey 
Co v. Martin, where the Court held that thi 
documents were the property of the firm of a 
who acted as auditors of a company: work] 
and schedules relating to the audit, draft ai 
the company, the accountants’ office copy of 
typed accounts of the company, notes and ce 
relating to these draft accounts made by a p 
the firm of accountants, and the draft tax con EEN 

q prepared by an employee of the firm of accour ts, ` $ 
‘Yo 





- Correspondence with Clients 


(6) Letters received by the accountant from bäi 
i the actountant’s property and mayi: be 


ent are 
retained by him. So may the accountant’s copies of 
his letters to his client. Clearly when the accountant 
writes to his client he is not writing on his client’s 
behalf or anyone’s behalf but his own, Equally clearly; 
the accountant’s copies of such letters are made solely 
for his own purposes, (In re Wheatcroft (6 Ch.D.97).) 


Communications with Third Parties 
(7) In Chantrey Martin & Co v. Martin the Court of 


Appeal held that correspondence between the account- | 


FINDINGS AND DECISIONS OF 


Findings and Decisions of the Disciplinary Committee | 
appended to the suppla 
oupst 5th and September and, 1953. 


to bye-law 103 of the bye-laws 
; hearings held on A 


A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Arthur 
Harry Greenwood, F.C.A., (a) was at the Bow Street 
Magistrate’s Court on December 18th, 1952, con- 
victed for failure to send the prescribed statement to 
the Ri of Companies contrary to Section.342 
of the Companies Act, 1948, as liquidator of a limited 
company; (b) was at the Magistrate’s Court, Kingston- 
on-Thames, Surrey, on February 25th, 1953, con- 
victed for failure to send the prescribed statement to 
the Registrar of Companies contrary to Section 342 
of the Companies Act, 1948, as liquidator of a second 
limited company; (c) had been guilty of a default 
discreditable to a member of the Institute within the 
meaning of clause 21, sub-clause (3) of the supple- 














































“Council v. Michael Faraday & Partners Ltd (rou) 
2 K.B. 216) that if an agent brings into existence 
-certain documents whilst in the employment of his 
principal, they are the principal’s documents and the 
principal can claim that the agent should hand them 
over, 

(8) Having regard to the basis on which the Court of 
Appeal reached its decision regarding correspondence 
with the Inland Revenue, it is considered that the 


GG Lord Justice Mackinnon in Leicestershire County 


“Courts would hold that communications with ‘third 


Sarties and copies of communications by the account- 
mt to third parties are the property of the accountant 
- where the relationship is that of client and professional - 

an and not, as in the case of communications with 
the Inland Revenue, that of principal and agent, It is 
nsidered, for example, that certificates of bank 
lances, certificates of the custody of securities, state- 
nts confirming or otherwise the balance of an 
account between a third party and the client, and, 
other documents which the accountants have obtained 
‘for their own use in carrying out their duties in a 
professional capacity would be held to be the property, 
of the accountants, notwithstanding that they have 
been brought into existence in connection with work 
done for the client. ; 


Compliance with Clients’ Requests 

(9) Where there is any doubt as to the legal owner- 
ship of communications with third parties, it would 
generally be wise for the accountant, whilst keeping 

opies for his own protection, to supply the client 
with ang documents the client may require (unless the 
giccountant desires thé doubtful distinction of giving his 
ame to a leading case). . S 


HE DISCIPLINARY COMMITTEE 
of the Council of the Institute appointed pursuant 
ental Royal Charter of December 21st, 1948, at 


ental Royal Charter in that he failed to.reply to two 
tters addressed to him by the Secretary of the 
stitute on the subject of the conviction on February 
th, 1953, 80 as to render himself liable to exclusion 
suspension from metnbership of the Institute. The 
mmittee found that the formal complaint against 

ur Harry Greenwood, F.c.A., had been proved 
der all headings and the committee ordered that ` 
ur Harry Greenwood, F.c.a., of 4 Market Place, 
gston-on-Thames, be excluded from member- 
of the Institute. 


rmal complaint preferred by the Investigation 
ittee of the Council of the Institute to the 
iplinary Committee of the Council under clause 
ub-clause (2) of thessupplemental Royal Charter 





~ 


th, 1953 - 


ound to be proved, but the committee decided, 
view of the most exceptional circumstances, to take 
no action and to omit the name of the member from 
the publication of the Finding and Decision. 


A formal complaint was preferred by the Investiga- 


` tion Committee of the Council of the Institute to the 


Disciplinary Committee of the Council that Wilfrid 
Harry Godwin, a.c.a., had been guilty of an act or 
default discreditable to a member of the Institute 
within the meaning of clause 21, sub-clause (3) of the 
supplemental Royal Charter in that being a co- 
trustee of the estate of a deceased person he mis- 
appropriated to his own use the sum of £200, being 
moneys belonging to the said estate, so as to render 
himself liable to exclusion or suspension from 
membership of the Institute. The committee found 
that the formal complaint against Wilfrid Harry 
Godwin, A.C.A., had been proved and the committee 
ordered that Wilfrid Harry Godwin, A.C.A., of 50 


THE ACCOUNTANT 


459 


Market Square, St Neots, Huntingdonshire, be 
excluded from membership of the Institute. 


` A formal complaint was preferred by the Investiga- 


tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that John 
Alexander Holmes, A.C.A., had been guilty of an act 
or default discreditable to a member of the Institute 
within the meaning of clause 21, sub-clause (3) of the 
supplemental Royal Charter in that while in employ- - 
ment he misappropriated and/or failed to account for 
moneys belonging to his employers amounting to 
£395 175 2d so as to render himself liable to exclusion 
or suspension from membership of the Institute. 
The committee found that the formal complaint 


- against John Alexander Holmes, A.C.A., had been 


proved and the committee ordered that John 
Alexander Holmes, .a.c.a., of or High Street, 
Stevenage, Hertfordshire, be excluded from member- 
ship of the Institute. 


NOTES AND NOTICES ` 


The Institute of Chartered Accountants in 
l England and Wales 
LIST OF MEMBERS, 1954 
We have been asked by the Secretary of the Institute 
to remind members that the latest date.for the receipt 
of changes of address and other details for inclusion 
in the 1954 List of Members is November zoth, 1953. 


Personal d 
Messrs Joan H. Saunrer & Co, Chartered 
Accountants, of 2 Clements Inn, Strand, London, 
WCa, announce that they have admitted as a partner, 


. from October rst, 1953, Mr Jack Royston CHAPPELL, 


A.C.A., who has been associated with the firm for some 
years. The practice will be carried on under the style 
of SAUNTER, CHAPPELL & Co. 

Messrs Josian Beppow & Son, of 15-17 Eldon 
Street, London, EC2, announce that Mr Donan 
SLADDEN, F.C.A., retired from the firm as, from 
October ist, 1953 to take up a commercial appoint- 
ment. The practice will be carried on by the remain- 
ing partners and the style of the firm -will remain 
unchanged. 

Messrs Foster, Linron & Co, of 3 Barn Rise, 
Wembley Park, announce that as from October 19th, 
1953, they are removing their offices to 11-12 Neeld 
Parade, Wembley Hill Road, Wembley, Middlesex. 
Telephone: Wembley 9686-8. 





56 VICTORIA STREET, LONDON, SWI 


JOHN FOORD & COMPANY 
VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


_ Messrs J. Earte Hopes, Wricut, Jupp & Co, 


\Shartered Accountants, of Ridgway House, 41 and 


42 King William Street, London, EC4, announce 
that Mr R. D. Jupp, F.c.a., has resigned as a partner 
preparatory to taking up residence in Southern 
Rhodesia, and that Mr T. H. C. AMIES, F.c.a., the 
remaining partner, has taken into partnership Mr 
GEOFFREY BOWYER, M.A., A.C.A. 


Ki 


Professional Notes 
Mr Walter Oppenheimer, F.c.a., has been appointed 
to the board of Westland Aircraft Ltd and will be 
in charge of finance. 

Mr S. C. Hand, F.c.a., has been appointed a 
director of Henry Boot & Sons Ltd. 

Mr E. Shires, a.c.a., has been appointed secretary 
of Joshua Hoyle & Sons Ltd, of 50 Piccadilly, Man- 
chester, 1, as from October rst, 1953. Mr Shires was 
previously assistant secretary of the company. 


e 


The Chartered Accountant Students’ Society 
of London i ` 
Presipent’s MEETING 
Marshal of the Royal Air Force Sir John Slessor, 
G.C.B., D.S.O., M.C, was the guest speaker at the 
president’s meeting of the Chartered Accountant 
Students’ Society of London, held in Guildhall, on 
Wednesday of last week. The Lord Mayor of London, 
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Sir Rupert De la Beré, k.c.v.0., M.P., was also present 
and addressed the meeting, which was attended by well 
over 600 members. Sir Harold Gillett, M.C., F.C.A., 

President of the Students’ Society, was in the chair. 


z Next WERS MEETINGS 


The following meetings of the London Students’ 
Society will be held during next week: : 

Monday — Final Course Lectures: 11.15 a.m.: ‘Cost 
control for management’, by Mr P. Wood, A.C.A: 
(Controller, Colgate-Palmolive-Peet Ltd). 2.0 p.m.: 
‘The work of executors and trustees’, by Mr M. W. 
Lockyer, A.I.B. 

5-30 pam A discussion on a set of final accounts, 
by Col. J. D. Crosthwaite, D.5.0., M.C., F.C.A. (stock- 
Ere, Mr T. J. Cogar (banker), and Mr E. A. 
Crossland (H.M.I.T.). Chairman: Professor W. T. 
Baxter, B.COM., 
University of London). 

Tuesday — Final Course Lectures: 9.30 a.m. : ‘Assur- 
ance and insurance’, by Mr S. R. Fenwick, F.c.1.1. 
(Assistant Manager, Home Accident Dept., Prudential 
Assurance Co), rr.75 amm.: ‘Dollars and sterling’, by 
Mr H. Hunter. 2.0 p.m.: ‘Banking practice’, by 
Mr G. I. Williamson (Assistant manager, Midland 
Bank, Overseas Branch). 3.45 p.m.: “The effects of 
rising price levels upon accounts’, by Mr F. R. M. 
de Paula, C.B.E., F.C.A. 

5:30 p.m: Demonstrations of Burroughs and 
Underwood Mechanized Accounting (limited parties). 

Wednesday ~ 12.30 p.m.: Visit to Ford Motor Works 
(limited party). 

Thursday — 5.30 p.m.: Beginners debate (limited 
numbers). Motion: “That the present licensing laws 
encourage drunkenness and disorder’. 

Friday — Visits to the Royal Mint (limited parties). 
5.15 p.m.: Introductory course lectures on (1) ‘The 
REA of auditing’; (2) “The law on agreements 


and ` 


The Institute of Cost and Works Accountants 
The one-day North Regional Conference of the 
Institute of Cost and Works Accountants held last 
Saturday in Sheffield, was opened by the Lord Mayor 
of Sheffield, Councillor O. S. Holmes, J.P., F.C.A., 
A.C.W.A. Two papers were presented: that at the 
morning session was on “The evolution of manage- 
ment accounts’, by Mr C. A. Wilkes, A.C.W.A., 
A.C.LS., and in the afternoon Mr R. G. Ward, F.c.w.a. 
spoke on ‘Co-ordination of production planning and 
cost accounting in management.’ 

The guest of honour at the conference luncheon 
was Mr R. L. Walsh, the Master Cutler. 
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Cost Accounting and Productivity 


At the request of the Board of Trade the Institute 
of Cost and Works Accountants „is arranging 4 
public meeting to hear a panel discussion between 
members of a team of representatives from a number 
of European countries who went to the U.S.A. 
under the auspices of the Organization for European 
Economic Co-operation, on a mission somewhat 
similar to that of the British Management Account- 
ancy team. 

Sir Leslie Boyce, a past Lord Mayor of London, 
will be in the chair and the speakers will be: 


Mr Ronald W. Parker, C.a. (Team Leader); 

M Paul Francin (France); 

Professor van der Schroeff (Holland); 
supported also by: 

M Francois M. Richard (Leader of the French Account- 
. ancy Team); 

Mr Ian T. Morrow, C.A., F.c.W.A. (Leader of the ‘British 

Management Accountancy Team); . . 


Mr John Craig, CA, (Member of the British Management 
Accountancy Team); 


Mr ‘Stanley J. D. Berger, M.C., F.c.1.8. (Member of the 
British Management Accountancy Team). 
The meeting will be held at Beaver Hall, Garlick: 
Hill, London, EC4, on’ Thursday, October 22nd, 
commencing at 5.30 p.m. 

A cordial invitation to attend is extended to all our 
readers. Free tickets of admission may be obtained 
on application to the Institute of Cost and Works 
Accountants, 63 Portland Place, London, Wr. 


SEVENTY-FIVE YEARS AGO 
From Ghe Accountant or OCTOBER 19TH, 1878 ` 
Extract from a Note in Passing 
Professional Etiquette 


Those of our readers who read either for amusement 
or instruction the Law Times, cannot have failed to 


_notice the difference between the tone which pervades 


its principal editorial columns, and that of those over 
which 4 solicitor maintains an advertised control. The 
former reflects a moderately impartial mind, which at 
least strives to be fair; the latter mirrors a petty spirit, 
which is never happy but when flattering the caste to 
which it belongs, and traducing its competitors towards 
the goal of success. Not that the flattering is always 
straightforward, though the traducing generally is; but 
beneath the guise of a care for “professional etiquette” 
(a most elastic term), selfishness of the most pro- 
nounced type may generally be discerned... . 
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LOSING A CLIENT 


‘None of us likes to lose business, especially if the client in 
question is one for whom we have acted for a great many years 
and to whom, so far as we are aware, we have given every 
satisfaction.’ 


HESE are the words of Mr JAMES BLAKEY, F.C.A., in his 

opening address at the Institute’s recent autumnal 

meeting.1 Mr BLAKEY was speaking about professional 

conduct when a change of auditor or professional accountant 
is proposed. He continued: 

“We may well object to the change in the sense that we do not wish 

to lose.a client. This is irrelevant so far as the proposed new auditor 


or accountant is concerned. What he wants to know is whether there 
is any professtonal reason why he should not undertake the work.’ 


The President was, of course, addressing members of the 
Institute and his remarks were by way of advice to members on 
the method of carrying out the duty, as laid down in the Council’s 
statement of June 6th, 1951, of communicating with the previous 
auditor or professional accountant before accepting nomination. 
Nevertheless, there are two excellent reasons why the President’s 
remarks should be read and appreciated by all public accountants. 

One reason is that every public accountant worthy of the name 
will readily accept the duty to communicate. The other, and 
perhaps more pertinent, reason is that the Council’s statement 
specifically says that a member’s duty to communicate is not 
confined to cases where the previous appointment was held by a 
member of the Institute. Thus the recipient of the communication 
may be a member of another body or of none. 

There has apparently been some misunderstanding of the 
purpose of imposing the duty to communicate and, in consequence, 
some misconception of the nature of the communication. Such 
misunderstanding ought not to have existed since the Council 
issued its 1951 statement amplifying those previously made. The 
1951 statement sets out the purpose in the clearest terms: 


“It is essential that the member who is proposed for appointment, 
whether as auditor or as professional accountant, shall have an 
opportunity of knowing all the reasons for the change and this 
requirement can only be fulfilled by direct communication with the 
holder of the existing appointment. 

‘Apart from any question of professional courtesy it is important 
that the legitimate interests of the public and the independence of 
the existing auditor or professional accountant should be safeguarded 
and that a communication should take place even though the change 
is a matter wholly within the discretion of the appointer.’ 





1 The Accountant, October 17th, 1953, page 444. 
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A client’s legitimate Geen of choii is in no 
way threatened or interfered with by this state- 
ment. Nothing could be more remote from the 
object than to give the existing auditor or profes- 
sional accountant the opportunity of responding 
on the lines of ‘I have’held this job since the 
business was founded fifteen years ago. It would 
be unprofessional for you to take it away from 
me’. It is therefore inviting trouble if the com- 
munication is in the form of a request to know 
whether the existing auditor or accountant has 
any objection to the change. Of course he objects! 

As Mr BrageY has pointed out, what the 
proposed new auditor or accountant wants to 
know is whether there is any professional reason 
why he should not undertake the work. Mr 
_BLAKEY continued: 

"When the member has considered any informa- 
_tion which the existing auditor or accountant may 
give to him, it is up to him to decide whether to 
accept nomination, bearing in mind that a client 
who has decided upon a change is likely to make a 

in any event and may well be driven into 
the hands of an unqualified practitioner if he is 
not able to get a qualified accountant to under- 
take the work. The important feature is the duty to 
communicate. This enables the existing auditor or 
accountant to give any information which he thinks 
the proposed new one should have.’ 

These are wise words. If the existing auditor 
or accountant is being removed because of his 
integrity, it is clearly essential that this should be 
known to the proposed successor. It is also clear 
that a client who is determined to make a change 
will in fact make a change, whatever obstacles are 
in his path. Usually, therefore, more harm than 
good is likely to result from efforts to retain an 
appointment. This is equally true where the 
client’s motives are in no way suspect. Anything 
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keeping with the dignity of the profession. No 
is it consonant with self-respect. The likelihooc 
is that, in general, reputable accountants adopt £ 
‘grin and bear it’ attitude. 

For example, a private company’ which, fo! 
good reason, desires to change its auditor, may 
find that it can do so only at the next annua 
general meeting, although no audit work has yer 
been done since the last meeting. It seem: 
desirable that there should be a resignation anc 
the filling of a casual vacancy, rather than. the 
creation of much ill feeling by an attempt te 
stand on technicalities. 

Where a client, for good reason, desires ar 
immediate change by voluntary resignation, th 
alternatives to resignation may be continuanc: 
until the next accounts are presented, or precip? 
tate removal accompanied by-the gek of actior 
in the Courts. If the auditor facilitates the change 
by voluntary resignation, it would not be un. 
reasonable, in some: circumstances, to expec: 
some voluntary financial compensation. Such ar 


- expectation is unlikely to be fulfilled if the share- 


holders, with or without valid reasons, have los 
confidence in the auditor. But it would be : 
reasonable expectation where an audit has beer 


. held for many years and the only reason for the 


which savours of an attempt to restrict the legiti- ` 


mate free choice of auditor or professional account- 
ant will not add to the public esteem of which 
the profession is proud. 

It follows that there is much to be paid in 
favour of the existing auditor or professional 
accountant doing his best to facilitate the change- 
over, where the proposed new auditor or açcount- 
ant holds a ica Kees and the 


ka 


change is the desire of a new controlling share- 
holder to use the services of the auditor of othe: 
companies under his control. 

Sometimes another aspect of fees arises on : 
proposed change. of auditor or professiona 
accountant. Arrears of fees of the existing audito: 
or accountant may be unpaid and he may take 
the view that his proposed successor shoulc 
require the account to be settled as a condition o 
accepting appointment. Such an attitude does no! 
seem reasonable. The settlement of the account 
should concern only the parties to it, though it: 
existence may indicate a need for caution on the 
part of the proposed successor and it may have 
given rise to a lien on records which the succesao1 
will need. 

’ Questions of compensation and outstariding 
fees were not, of course, mentioned by Mr 
Bakery. He did make some remarks on a furthe 
matter not dealt with`i ‘in nthe foregoing observa- 
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COSTS AND REMUNERATION OF TRUSTEES 


by SPENCER G. MAURICE 


NEROUS indeed is the office of trustee 
CO): one not lightly to be undertaken. 
Too often trusteeship brings hours of 
weary toil, and the law, solicitous for the welfare 
of the beneficiaries, is a stern taskmaster, ever 
ready to castigate the trustee for the slightest 
derogation from his duty. Yet how often it is an 
office undertaken purely from a sense of duty or 
because its acceptance is for some reason virtually 
unavoidable. 
Save for those corporations, ae as certain 
banks, which undertake executor and trustee 
F business in accordance with a scale of charges, 
p there is usually no hope of gain, and always the 
danger that some unwitting but foolish action 
may involve recompense out of the trustee’s 
private purse of loss suffered by the trust estate. 


Costs Generally Allowed 


The invidious position of a trustee is illustrated 
by the recent case of In re Dargie, Miller v. 
Thornton-Fones and Others ([1953] 2 All E.R. 577), 
where the trustees embarked on litigation and 
suffered heavily in the matter of costs. It is, of 
course, most common for trustees to be forced 
to invoke the aid of the Court to settle some 
problem arising from the administration of the 
trust, and, great though the time and trouble in- 
volved may in that event be, they are not as a rule 
required to put their hands in their own pockets. 
Though the law deals severely with trustees, 
-it recognizes that there must be reason in all 
things, and accordingly that the trustee who 
properly executes his trust must be indemnified 
for his out of pocket expenses. Were#nis not the 
rule, it would be virtually impossible to find 
anyone to act as trustee at all. Thus in Poole v. 
Pass ((1839), 1 Beav. 600), Lord Langdale, M.R., 
on counsel for the trustee asking for costs, as 
between solicitor ahd client, and the costs of 
opinion taken, said (at page 605): 
‘Yes; I think no trustee would be safe unless such 
costs were allowed.’ 
The taxing master was accordingly ordered to 
tax the trustee 
‘his costs of this suit, as between solicitor and 
client, and to tax him his charges and expenses, 
properly incurred. .. .” (tbid.). 


Costs Disallowed 


In In re Dargie, however, there was litigation of 
a hostile nature between the trustees and the 


beneficiaries. The latter issued a writ claiming, 
inter ala, an account of remuneration received 
by the trustees as directors of a limited company 
in the shares of which trust moneys were in- 
vested, and Wynn-Parry, J., before whom the 
matter was tried, came to the conclusion that 
the trustees were right in some respects but that 
in others their claims were not well founded. 
The order which he made as to costs was that the 
costs of all parties as between solicitor and client 
should be taxed and paid out of the estate, and 
the taxing master, on the costs being referred to 
him, disallowed a certain amount on the bills 
both of the beneficiaries and of the trustees, in 
the case of the trustees some £437. This sum of 
£437 the trustees claimed to be entitled to 
withdraw from the trust estate, and one of the 
beneficiaries issued an originating summons, 
which came before Vaisey, J., to determine 
whether, having regard to the order of Wynn- 
Parry, J., the trustees were entitled to do so. 


The Indemnity Basis 

Vaisey, J., considered whether the intention of 
the trial judge was that the trustees should have 
their costs on an indemnity basis and came to the 
conclusion that it was not, and that all that they 
were entitled to under his order was taxation of 
their costs on a generous scale falling short of a 
taxation which was intended entirely to indemnify 
them. He went on (at page 580): 

‘I know that there is a general idea that trustees 
are always entitled to their costs on an indemnity 
basis, and there is a certain amount of truth in 
that, provided always that the costs in question 
have been incurred solely for the purpose of 
benefiting the trust estate. There is no such 
rule — certainly I can find no trace of there being 
any such rule — where the litigation, for it is litiga- 
tion that we are speaking of in this case, was 
designed to define and secure the personal rights 
of the trustees as individuals, and I cannot see 
on what ground it should be said that it would 
follow as a natural consequence that, if the judge 
had been asked, he would have said: “Oh, of 
course, as trustees they are entitled to be fully 
indemnified”’.’ 

He pointed to the different wording of the order 
in Poole v. Pass, where, as he said, 
‘s. . counsel was very careful to ask for some 
additional words to be put in to entitle his clients 
to more than the solicitor and client costs of an 
action, something for the extra costs and expenses 
incident to and arising out of the action.’ 


H 
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Trustees Must Not Help Themselves 
To the suggestion that the trustees should be 
entitled to recoup themselves from the trust 
fund the amount disallowed, Vaisey, J., thought 
that he ought not to give the slightest approval. 
As he said (at page 581), 

‘The trustees would be saying to the taxing 
master: “Tax our costs as between solicitor and 
client. Disallow anything you like. It does not 
matter to us in the very least how you tax these 
costs because we shall, as a matter of right, take 
out of the trust estate and put into our own pockets 
the whole of our bill of costs whether you allow 
it or disallow it.”’ 

Clearly, that could not be right. 

The learned judge referred to a decision of 
his own, Jn re Robertson, Public Trustee v. 
Robertson ([1949], 1 All E.R. xr042), as an 
authority which shows that the proper procedure 
to be followed by a trustee, part of whose expenses 
is disallowed on a solicitor and client taxation is, 
not to put the amount in question into his pocket, 
but to seek the directions of the Court. If, as in 
In re Robertson, the Court takes the view that 
the expenses were properly incurred, the trustee 
will get an order allowing him those expenses. 
If, on the other hand, as In re Dargie shows, 
the Court is of the opinion that the expenses in 
question were incurred for the trustees’ own 
benefit rather than that of the trust estate, the 
application of the trustee will not succeed. 
Moreover, there is a final warning to be drawn 
from In re Dargie, the plaintiff's application 
having succeeded, the defendant trustees were 
ordered to pay the cost of it personally as between 
party and party: a trustee who makes an un- 
successful application regarding costs disallowed 
may expect to be similarly mulcted. 


aed 
The Nature of Remuneration 

Whereas, then, a trustee may normally expect to 
receive his out of pocket expenses, unless in 
incurring expenses he has been acting on his 
own account, he can seldom hope for any profit 
from his labours, except where he has entered 
into a contract with the founder of the trust, 
undertaking to act only for some agreed reward; 
and such an arrangement in no way lessens his 
responsibilities as a trustee. Not uncommonly, 
however, the founder of a trust, whether found- 
ed by will or otherwise, makes provision for 
some remuneration of his trustee, albeit that 
remuneration is generally not commensurate with 
the time and trouble involved in the trusteeship. 
What are the rights of the trustee in such a case? 

The most usual case of a trustee in receipt of 
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remuneration is that of a solicitor who, on being 
appointed as a trustee, is given the right to profit, 
costs out of the trust estate. This happened in 
In re Pooley ((1888), 40 Ch. D. 1), where the 
solicitor in question also acted as a witness to the 
will. The Court of Appeal had to decide whether 
the right to profit costs was such a benefit under 
the will as is contemplated by Section 15 of the 
Wills Act, 1837, which precludes a witness to 
a will, and the spouse of such witness, from any 
benefit under it. 

The Court decided that it was such a benefit, 
being none other than a legacy, so that the 
solicitor could not have his profit costs. Though 
not having to decide the point, Cotton, L.J., 
wondered what would be the position of another 
solicitor, succeeding the first solicitor as trustee 
and, by the terms of the will, also entitled to 


-profit costs; not being a witness, there would " 


be no objection to him having his profit costs, 
but would they be chargeable to legacy duty? 
The question was answered in the affirmative, 
both by North, J., and, on appeal, by the Court 
of Appeal (Lindley, Bowen and Kay, L.JJ.) in 
In re F. Thorley, Thorley v. Massam: In re W. R. 
Thorley, Thorley v. Massam ([1891] 2 Ch. 613), 
where it was held that the fact that services had 
been rendered did not prevent a sum from being 
a legacy and liable to duty as such. That decision 
is, in spite of the abolition of legacy duty by 
Section 27 of the Finance Act, 1949, of more 
than academic interest, as an authority on the 
nature of such an interest created by will. That 
the right to profit costs was of the nature of a 
legacy was accepted also by Eve, J., in In re 


1 


Brown; Wace v. Smith ([1918] W.N. 11:8), and 4 


he accordingly directed that such costs earned” 


by a solicitor-trustee in that case should abate 
with the otĦer -legacies contained in the will. 


Competition with Creditors 


That a right to profit costs ranks lower than a ` 


right to a debt is shown by In re White: Pennell v. 
Franklin. There first Kekewich, J. ([1898] 1 Ch. 
297), and subsequently the Court of Appeal 
(Sir Nathaniel Lindley, M.R., Chitty and Collins, 
L.JJ.) ([1898] 2 Ch. 217), held that a solicitor 
who was given such costs could not compete 
with ordinary creditors when the estate was 
insolvent. Chitty, L.J., observed that this rule 


applied, not only to solicitors, but to other pro- ` 


fessional trustees, and he instanced accountants, 
architects and surveyors. In re White was applied 
by Eve, J., and the Court of Appeal (Sir H. H. 
Cozens-Hardy, M.R., Farwell and Kennedy, 
L.JJ.) in In re Salmen, Salmen v. Bernstein 
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([1912] 107 L.T. 108). There one of the trustees 
was employed by his co-trustees to manage the 
testator’s business at a salary; the estate was 
insolvent, and he was held not entitled to com- 
-pete with the creditors. 

An interesting point about In re Salmen is that 
a summons was taken out, asking that the 
executors and trustees might be at liberty to 
carry on the testator’s business and employ one 
of their number to manage it, but, unaccountably, 
no order was made on the summons. If an order 
had been made, and the manager’s remuneration 
had been fixed by it, it seems not improbable 
that the Court would subsequently have held 
him entitled to claim as a creditor of the estate 
on a par with the other ordinary and unsecured 
creditors. 

The Court’s power to order remuneration of a 
trustee has long been recognized. In Foster v. 
Ridley ((1864) 4 De G. J. & S. 452), for example, 
the Court of Appeal in Chancery (Knight Bruce 
and Turner, L.JJ.) fixed the remuneration of 
executors and trustees for trouble and loss of 
time in managing the testator’s leaseholds: and 
carrying on his business, and although in that 
case the Court fixed the remuneration itself 
without an inquiry what would be appropriate, 
such an inquiry is in fact quite commonly 
ordered. 


Jurisdiction of the Court 


In In re Salmen, Eve, J., cited Foster v. Ridley 
as authority for the Court’s jurisdiction to pro- 
vide for remuneration out of the trust estate 
even in the absence of special provisions in a 
testator’s will. But he thought it was 


‘ .. a jurisdiction which must be founded on 
some proposition of this sort: that the circumstances 
of the case raise an implied contract on the part 
of those persons against whom the claim for 
remuneration is made to remuneration for ser- 
vices which the person claiming to be remunerated 
has discharged, or must be presumed to have 
discharged, at the invitation of the person against 
whom the remuneration is sought to be recovered, 
and who must, therefore, be presumed to have 
agreed to pay such remuneration in consideration 
of services so rendered. Apart from that, I cannot 
think that the Court would ever impose upon 
creditors in the position of the creditors in the 
present case an obligation to pay executors and 
trustees for work which, in the absence of express 
contract, they are bound to do without remunera- 
tion.’ (at page 110). 

It may be observed that Eve, J., only had to 

consider the competing claims of creditors since 

there was nothing for beneficiaries in any case; 
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but it is reasonably clear that the Court can order 
trustees to be remunerated at the expense of any 
type of legatee under the will. Section 42 of the 
Trustee Act, 1925, gives the Court jurisdiction 
to authorize remuneration of a corporation which 
it appoints as trustee, and in the recent case of 
In re Masters; Coutts & Company v. Masters 
and Others ([1953] 1 All E.R. 19), Danckwerts, J., 
held that the Court had similar jurisdiction 
where a corporation was appointed as an admini- 

strator, quite apart from its inherent jurisdiction 
to authorize remuneration of a trustee. 


Income Tax and Estate Duty 


Another aspect of the matter of trustees’ re- 
muneration is that of liability to income-tax and 
estate duty. Reference has already been made to 
In re Thorley, where the Court of Appeal held 
that the remuneration of a trustee was liable to 
legacy duty. In Attorney-General v. Eyres and ` 
Others ([1g909] 1 K.B. 723) the question for 
decision was whether estate duty was payable 
when one trustee succeeded another on the. 
other’s death. Channell, J., decided that duty 
was not payable, because the case was within the 
exception in Section 2 (1) (b) of the Finance Act, 
1894, which provides that property in which the 
deceased or any other person had an interest 
ceasing on the death of the deceased, to the 
extent to which a benefit accrues or arises by the 
cesser of such interest, is deemed to pass, so as 
to be liable to estate duty 
. but exclusive of property the interest in 
which of the deceased or other party was only an 
interest as [inter alia] holder of an office. . . . 
Trusteeship, the learned judge held, is an office 
within the meaning of the section. 


The Nature of Remuneration for 
Tax Purposes 
In Baxendale v. Murphy ([1924] 3 A.T.C 518; 
2 K.B. 494), Rowlatt, J., held that annual re- 
muneration payable to a trustee was payable 
wholly out of profits or gains brought into charge 
to tax within Rule 19 of the All Schedules Rules in 
the Income Tax Act, 1918 (see now Income Tax 
Act, 1952, Section 169), and assessable under Case 
II of Schedule D. It seems that since that case 
the annual remuneration of trustees has generally 
been treated in this way for tax purposes, though 
it is to be observed that Rowlatt, J., in a later 
case (Fones v. Wright ([1927] 44 T.L.R. 128)), 
distinguished Baxendale v. Murphy and held that 
profit costs received by a solicitor-trustee were 
chargeable to tax under Case II of Schedule D 
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on the basis that there were the elements of a 
contract between the solicitor and his co- 
trustees so that the remuneration should be 
treated as profits and earnings arising from 
employment; in that case, therefore, the pay- 
ments did not constitute annual payments pay- 
able wholly out of profits and gains- brought into 
charge to tax within Rule 19. 

The recent case in the House of Lords of 
Dale and Others v. CIR ([1953] 2 All E.R. 672), 
though concerned with the transitory — and, it 
is to be hoped, extinct —special contribution 
imposed by Part V of the Finance Act, 1948, 
raised a question of importance in income-tax 
law. The testator appointed five persons to be 
his executors and trustees, and directed that each 
was to receive the sum of £1,000 per annum free 
of tax so long as he should continue to act as 
trustee. The duties of the trustees were heavy 
and responsible, and entailed the holding of 
frequent meetings. The question was whether 
the annual sum received. by one of the trustees 
was ‘investment income’ within Section 47 (1) 
of the Finance Act, 1948, and so liable to special 
contribution, or earned income, which is defined 
in Section:14 (3) of the Income Tax Act, 1918 
(see now Income Tax Act, 1952, Section 525 (DI 
to include income arising in respect of remunera- 
tion from an office of profit, in which case it was 
not so liable. 

~ Earned Income 
As there was no employer, there could be no 


question of the income arising from an employ- ` 


meni of profit, but Lord Normand (with whom 


the other noble and learned lords, Lords Oaksey, ` 


Morton of Henryton, Reid and Cohen, agreed) 
thought that ‘office’ was an apt word to describe 
the position of a trustee or any other person 
who rendered services but had no employer. 
Referring to Attorney-General v. Eyres, he agreed 
with Channell, J., that the word ‘office’ included 
trusteeship, and he took the view that if a trustee 
was given an annuity under a will on condition 
that he continued to act as a trustee, he held an 
office of profit. 

“The phrase’, said his lordship (at page 673), ‘is 
not a term of art and there is .. . no context 
which prevents it from being understood in its 
ordinary sense. To my mind, a remunerated office 
is an office of profit. Equally clearly the income 
received by the appellant because he continues to 
act as trustee is income arising in respect of re- 
muneration from his office of trustee.’ 

Hence he thought that the income was clearly 
earned income within the meaning of Section 
14 (3) of. the Income Tax Act, 1918. 
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Fiduciary Duty of Trustees 


This was enough to decide the case in favour of 
the appellant taxpayer, but Lord Normand. went 
on to consider the judgment of Sir Raymond 
Evershed, M.R., when the case was before the 
Court of Appeal ([1952], 31 A.T.C. 237; 2 
All E.R. 89), which had decided in favour of 
the Crown, reversing the decision of Harman, J. 
(oer), 30 A.T.C. 2353.2 All E.R. 517), who 
had allowed the taxpayer’s appeal from the 
Special Commissioners. The learned Master of 
the Rolls had voiced the opinion that the office 
of trustee involved a denial of any right to make a 
profit out of its performance. This, thought Lord 
Normand, was an incorrect description of the 
fiduciary duty of trustees. 


‘The fiduciary duty’, said Lord Normand (at 
page 674), ‘may arise, not only from trust, but 
also ex lege and ex conventione. . . . The duty is, 
to use the Latin phrase, that the person subject to 
it must not become auctor in rem suam. It applies 
to tutors and curators in the civil law, and it 
applies to tutors and curators in the Scots law. 
It applies also to judicial factora appointed by the 
Courts in Scotland, and to partner’ and to agents. 
‘under a contract of agency, and, of course, to 
trustees under a settlement or under a will. That 
by no’ means exhausts the area of its operation. - 
. . . Some who are subject to the duty are never 
entitled to remuneration; some are ex lege entitled 
to payment for their services; some are entitled to 
payment ex conventione; and some are entitled to 
payment if the settlor or testator so directs. The 
rule is the same for all: it is not that reward for 
services is repugnant to the fiduciary duty, but 
that he who has the duty shall not take any secret . 
remuneration or any financial benefit not autho- 
rized by the law, or by his contract, or by the 
trust deed under which he acts, as the case may be. 
In England, moreover, the Court has power to 
order %ayments to be made to trustees for whom 
the truster has made no such provision, a power 
which it is difficult to reconcile with a general 
principle that remuneration is repugnant to 
trusteeship.’ 

Reference has already been made to Foster v. 
Ridley, where the Court of Appeal in Chancery 


exercised just that power of ordering payments 
of which Lord Normand spoke. 


Is it Bounty ? 


Lord Normand pointed out that the question 
whether or not income was earned income was 
one arising between the trustee and the Inland 
Revenue, and had no relation either to the. 
trustee’s legal duty towards the trust and the. 
beneficiaries, or. to the legal conception that such 
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a payment as the one which the House of Lords 
was considering derived from the testator and 
could be regarded as a legacy. There was no 
incompatibility in saying that the income which 
the appellant received from the trust was the 
conditional gift of the testator, but that it had to 
be earned by compliance with the testator’s 
condition of serving a trustee. Referring to the 
argument that the annual payment proceeded 
from the bounty of the testator, Lord Oaksey 
found it 
‘, . . no more a matter of bounty than the appoint- 
ment of a particular person to any office of profit 
may be said to be the bounty of the person who 
makes the appointment.’ (at page 677.) 
Furthermore, he thought that there was no 
sound distinction between solicitors, who were 
frequently appointed trustees under wills provid- 
ing for their remuneration, and the appellant, 
who was, indeed, a professional man. The Court 
of Appeal, in deciding in favour of the Crown, 
was influenced by In re Pooley, In re Thorley, 
and In re White, which have been referred to 
above, but Lord Cohen said of them (at page 678): 
‘I am unable to see anything in these decisions 
which prevents a trusteeship being properly 
described as an office of profit if a testator creates 
the office and attaches remuneration to it.’ 


Anomalies which Arise 


It was contended for the Crown in Dale v. CLLR. 
that, for reasons of construction which need not 
be considered in detail here, Section 14 (3) of 
the Income Tax Act, 1918, was not a self- 
contained definition of ‘earned income’, and did 
not cover the present case. The House of Lords 
rejected that contention, which was backed by an 
argument ab inconveniente to the effect that a 
decision in favour of the appellant taxpayer 
would involve anomalies. This supporting argu- 
ment fell to the ground by reason of the fact that 
their lordships did not think that Section 14 (3) 
was in any way ambiguous, but the anomalies in 
question, which were considered by Lord 
Normand, are worthy of notice, even though in 
two out of three instances neither Lord Normand 
nor the other noble and learned lords expressed 
any opinion. 

In the first place it was argued that a decision 
in favour of the appellant would result in the 
assessment being transferred from Case III of 
Schedule D to Schedule E with consequential 
loss of the advantage obtained by the beneficiaries 
from Rule 19. This was disputed by counsel for 
the appellant, and Lord Normand expressed no 
opinion on the matter, but it is submitted that 
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the decision of Rowlatt, J., in Jones v. Wright 
is some authority in support of the point made 
by the Crown, especially since Lord Oaksey 


‘took the view (referred to above) that the position 


of solicitors for whose remuneration provision 
was made by will was not altogether peculiar. 


Once Earned, Always Earned 


Secondly, it was said that, if the appellant was 
right, then any bequest of an annuity to a trustee 
to continue as long as he continued to act as 
trustee would be earned income within the 
meaning of Section 14 (3), no matter what 
amount of work - how much or how little — was 
done to earn it: Lord Normand thought that this 
was so, and that the condition involved was 
continuing to act as a trustee, not the perform- 
ance of valuable services as such; moreover, he 
pointed out that if the annuity were considered 
as investment income then the trustee must be 
regarded as having earned nothing by his ser- 
vices, although it was obvious that the testator 
intended him to perform services. 

Thirdly, it was said that if an annuity to a 
trustee was to be regarded as remuneration, and 
therefore as earned income, so also must be a 
lump-sum legacy given to him on condition that 
he accepted the trust. Counsel for the appellant 
argued against this view, and Lord Normand 
again declined to express-an opinion, but it is 
submitted that there is some force in the argu- 
ment for the Crown: as the gift of a lump sum to 
a trustee is not unusual, it is likely that this point 
will in the future come before the Court for 
decision. 

Since Dale v. C.ILR. has decided that annual 
payments received by trustees by way of re- 
muneration are of the nature of earned income, 
it must follow, though the point was not appar- 
ently raised, that such payments may be taken 
into account by the taxpayer in calculating 
earned income relief. To that extent trustees 
have gained from the decision. But if the Crown 
in some future proceedings should succeed in 
showing that a lump-sum payment is also of Oe 
nature of income, and as such liable to tax, a 
trustee whose labours are rewarded by such 
a payment may well find the testator’s bounty 
whittled away to a fraction of what was intended, 
especially if he is in receipt of a considerable 
income. 

It seems that the testator who wants to ensure 
that his trustee receives some recompense for 
his work should think well what is the best 
method by which that recompense can be given. 
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(Left to right) Sir Bernhard Binder, F. GA. (a Past President of the Institute); Mrs T. B. Robson 
and Mr T. B. Robson, F.c.a. (immediate Past President of the Institute), before the ¢ bpening 
session of the autumnal meeting on Thursday morning 


Mr James Blakey, ¥.c.a., President of the Institute 

(on the left), and Mr N. B. ' Hart, O.B.E., T.D., D.L., M.A. 

LL.B., F.C.A., President of the Hull, East Yorkshire and 

Lincolnshire Society of Chartered Accountants, take 
coffee together on Thursday morning 








Some Hull members meet for cocktails at The Grand Hotel. (Left to right) Mr G. B. Robins, 
F.C.A., Mr E. C. Mallett, Soa: Mrs A. N. Townsley; Mrs Mallett; Mrs Robins, and 
Mr A. N. Townsley, F.c.a. 


THE INSTITUTE’S AUTUMNAL MEETING 


WIFE’S EYE VIEW 
by CHARLOTTE CLARKE 


Thursday. — Sunshine and an autumnal mellowness 
set the tone for this first day’s proceedings at the 
autumnal meeting of the Institute in Scarborough. 

Find myself much exercised over my hat. 
Husband says that the one I propose to wear is 
too frivolous — we must look dignified and 
mature at all costs. He similarly spurns the plain 
felt brought in case of rain. Wear first in despair 
and suffer throughout day from conviction that it 
is both silly and unsuitable. 

Large assembly of members and wives in 
conference hall for the Lord Mayor’s welcome. 
H. nervously points out several eminent gentle- 
men, his voice tinged with awe. Am relieved to 
find that many of them look kindly, if a little 
abstracted. H. discovers friends during the coffee 
interval, becomes involved in an argument about 
flying saucers. So that’s what they discuss at 
district society meetings! 

After listening for a few moments I venture to 





unfix my smile and suggest my departure. H. 
and friends, protesting that I must stay a little 
longer, edge me towards the door and I escape 
on to the sunlit front. The sands are smooth and 
gleaming, the sea surges to a crest of white, and 
an anxious photographer is cajoling a group of 
reluctant chartered accountants — who shuffle and 
grin and try to get behind each other’s backs — 
into ‘strolling and talking’ before the camera. 
Wait in hotel lounge for H. who is still at the 
presidential address. Observe many charming 
wives, hope that in time I may be able to emulate 
their elegance and self-possession. Sudden noise 
and laughter indicates that the morning session 
is over. H. arrives, still discussing with two friends 
the fine distinction between the industrial 


accountant’s hard-earned pound and his practising 
colleague’s aristocratic guinea. 

After the reception, sherry and introductions, 
we go into lunch. Fascinated by the Lord Mayor’s 
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account of the cross-eyed Assyrian book-keeper — 
feel that my own domestic accounts have an 
affinity with his. Am delighted to hear that the 
bowl of flowers on my dressing table is to be my 
own. Find myself hustled to my room, H. 
apparently anxious to reach the conference hall 
for the first paper. 

Cut mannequin parade for tour of the harbour 
and King Richard’s house, then return in time to 
dress for dinner and the ball. Conviction that H. 
will not approve of dress assails me, but vanishes 


when I realize that he is completely occupied. 


with his own tie. 

The Lord Mayor greets us all most graciously 
and a sparkle and abandon pervade the ballroom. 
Surprised to discover that chartered accountants 
dance so beautifully, and relieved to find that 


they can chat of this and that without constant. 


reference to the Companies Act, the significance 
of which perpetually eludes me. Get quite above 
myself with delightful junior partner, and am 
firmly withdrawn from the throng by indignant H. 

Friday. — Up early for our visit to Goathland. 
Heavy mist obscures Scarborough bay; hope it 
will allow us to see the Yorkshire moors., Coach 
carries us out of Scarborough. Notice two young 
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clerks peering gleefully from upper window of 
local accountant’s office — doubtless anxious to 
yerify their principal’s departure. Pass through 
grey stone villages, beneath trees shedding yellow 
leaves, and cross the purple-grey moors. 

Stop at Goathland and decide to visit famous 
waterspout before lunch. Sheep rush at us as we 
leave the bus and push noses into bags and 
pockets. Struggle, with others of our party, down 
a rough path to a rocky stream, then puff back.up 
again, passing elderly but active accountant who 
is persevering nobly. H. appears to: think me 
presumptuous in overtaking this nimble gentle- 
man, and himself walks respectfully behind. 

Excellent lunch, followed by sunlit run (with 
some nervous gasps from pillars of the Institute 
over steep hills) into Whitby. One hundred and 
ninety-nine steps up to the castle, solemnly 
counted aloud by conscientious accountant, who 
seems quite disappointed to confirm this figure. 
Back to Scarborough in swift-falling dusk, after 
tea in a Whitby hotel. 

Dress hurriedly, then join friends at the 
banquet. Delicious food, some amusing speeches. 
Smile modestly at one speaker’s neat turn of the 
phrase ‘true and fair’, and feel it to be a sensible 
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application of the term. Dance happily until 
midnight, then yawn my way to bed. Confidently 
estimate that I have gained three pounds in 
weight today — gloomy thought. 

Saturday. — Sad to think that we must go home 
today. Attend simple but vastly impressive 
church service, hear a sermon which captures all 
one’s attention, and join in familiar hymns. Out 
of church in uplifted mood to shop while H. 
attends last session. Contemplate several desirable 
but non-essential purchases, thought of H.’s 
wrath restrains me. 

Meet friends with H. in the lounge, exchange 
addresses and promise to meet in two years’ 
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time, and so to luncheon. More good food, 
followed by farewell speeches. Feel that the 
organizers must be very happy over the success of 
all their arrangements, and wish that I could 
thank them personally for a most enjoyable three 
days. Suggest this to H. who grimaces in horror, 
and keeps firm hand on my arm in case I should 
so disgrace him. 

Depart reluctantly for the train, attempting to 
extract definite promise from H. that we shall 
attend next conference. H. replies that we have a 
large debit variance on our high days and holidays 
account for 1953 to investigate before any plans 
for 1955 can be considered. What can he mean? 


THE ACCOUNTANT AS FINANCIAL ADVISER-II 


by K. A. E. MOORE, F.G.A. 


The Burden of Taxation 

HILE it is quite impossible within the 

compass of this paper to deal fully even 

with any one of the subjects to which I 
have referred there is a common thread which runs 
through most of them, namely, the direct and indirect 
effects of taxation. As we all know, the taxation of 
profits and personal incomes has reached a pitch in 
this country at which it intrudes at gvery turn. 
Not only is the advice of the professional accountant 
virtually essential for the computation of the liability, 
but also in the treatment of the secondary effects 
which it produces. 

We are all familiar with the debilitating effect of 
the taxation of industrial profits at around 60 per 
cent. It has almost brought to a full-stop the time- 
honoured process by which business enterprise was 
built up by the ploughing-in of undistributed profits. 
Moreover, the position is aggravated by the inflation- 
ary trend of prices or the continuing debasement of 
the currency (whichever way you like to look at it) 
which, in itself, may be to some extent the product 
of high taxation. 


Additional Capital Requirements 
Thus industry is showing signs of pernicious financial 
anaemia and to maintain and, still more, to develop 
its activities, additional capital has to be raised. The 
advice of the professional accountant is constantly 
sought on the problem generally and, more par- 
ticularly, as to the form in which the additional 
capital should be raised- whether by new share 
capital, ordinary or preference, by debenture, notes 
or bank overdraft — and the advice which is tendered 
is bound to be related to the taxation aspects in- 
volved. The subsequent stages — the framing of the 
The concluding part of a paper presented on October 8th, 
1953, at the twenty-first autumnal meeting, in Scarborough, 


of The Institute of Chartered Accountants in England and 
Wales. 





application to the Capital Issues Committee, the 
public prospectus, the negotiations with the issuing 





house or institution — all call for advice and services 
from the professional accountant. 


Pension Schemes 
Then again, in the realm of personal incomes, one 
of the secondary effects of high taxation has been 
the growing call for staff pension schemes and 
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pension arrangements for high executives who can 
no longer save for their old age — on all of which 
the accountant’s advice is sought. 


Death Duties 


Then there is the case of the prosperous director- 
controlled private company. Even if it is blessed 
with ample liquid resources it is virtually impossible 
for the proprietors to enjoy its earning power to the 
full and build up savings outside, owing to the 
incidence of sur-tax; while, if the profits are left in 
to finance the growth of the business, a death-duty 
nightmare overshadows its future. Hence the pro- 
prietors turn to their accountants to know what to 
do for the best and, more often than not, the solution 
involves the sale of the shares to one of the big 
groups whose growing organization and capital 
problems in turn call for constant professional advice 
from their accountants. 

I could go on with examples of this kind ad 
nauseam but I have said enough, I am sure, to make the 
point and must return to the more general theme. 

Whatever the problem on which the advice of the 
professional accountant is sought, I am sure that it is 
not only his professional skill and experience that 
leads to his employment but the fact that, by training 
and habit, he can be relied upon to give disinterested 
advice. That is one of the reasons why, in my view, 
no accountant who is acting in a professional capacity 
in any negotiations or in any other fiduciary role 
should ever have any personal capital stake in their 
outcome. 


The Accountant as Negotiator 


The mention of negotiations reminds me that the 
role of negotiator is amongst the most important and 
useful of the special functions which fall to the lot 
of the experienced professional accountant. When a 
delicate stage is reached in negotiations between, 
say, an industry and the Government or between the 
heads of important businesses, it is often the case 
that differences are bridged and deadlocks are 
resolved by the wisdom and diplomacy of members 
of our profession acting in an advisory capacity. 

The late Lord Plender, in a public speech nearly 
a quarter of a century ago, after referring to the great 
development of the joint-stock principle, embracing 
large and small companies, continued: 

‘The chartered accountant has, in his experience 
and in the assistance he can give, developed also. 
Few commercial and industrial concerns are content 
merely for him to audit the books and report upon a 
balance sheet; they seek his advice in innumerable 
instances in devising costing methods; in income-tax 
problems and claims for return of duty paid; 
reorganizing administrative departments; in advising 
on amalgamations and readjustments of capital, 
and in many other ways.’ 

What Lord Plender refrained from saying was that 
be was among the many distinguished pioneers of 
the profession who had laid the foundations on which 
its prestige with the public and with Government has 
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developed so remarkably. By their integrity, their 
ability and their wisdom and by the high standards 
these pioneers set, not only in work and training but 
also in the realm of professional ethics, the chartered 
accountant of today enjoys a unique standing in the 
world of business and in a multitude of ways performs 
a service of the utmost usefulness to industry and 
Government -a service which is indispensable in 
the times in which we live. 

But, lest we get an exaggerated idea of our import- 
ance, let us remember the modesty -the utter 
modesty — of the founder members of our Institute, 
who chose as their motto Recte Numerare. Let us 
remember, too, that though the range and usefulness 
of our work has broadened to an astonishing extent 
since 1880, the process of development must go on 


or we shall stagnate. 


Retrospect and Prospect 

Looking back, if I may, it seems that a century ago 
the main business of a public accountant was to 
give a decent burial to the unsuccessful business; 
later, his main business was that of auditor ~ the 
watch-dog of the shareholders. As such, he gained 
great experience of the inner working, organization 
and problems of literally every sort of business. 
This wide and diverse experience and insight made 
him a useful person to consult about many a prob- 
lem with a financial aspect, and directors, so far from 
regarding auditors as merely watchdogs, turned 
increasingly to them for guidance and advice on 
financial matters. Thus the accountant’s functions 
have gradually but notably widened and become 
increasingly constructive and more and more persons 
trained as chartered accountants have been recruited 
as whole-time executives in industry, quite apart 
from those who have been invited to join boards of 
directors. 

At the risk of over-simplification one may say, 
in broad outline and, in turn, that the dominant 
function of public accountants has emerged from 
accountancy for creditors to accountancy for share- 
holders and proprietors; and that in more recent 
times the trend has been, and still is, I venture to 
think, towards accounting for management. 

The earlier functions, of course, continue to a- 
greater or lesser extent but management more and 
more is looking to the chartered accountant for 
guidance in organization, budgeting, and the prompt 
and appropriate adjustment of selling prices in the 
world of competition and fluctuating costs which is 
rapidly replacing the rigid and artificial wartime 
economy which has been our lot since 1939. 


Qualifications and Qualities 
What are the qualifications and qualities that we 
need successfully to fulfil this most recent develop- 
ment in our function? I venture to think that, 
fundamentally, they are, as always: 
(1) the thorough practical and theoretical train- 
ing that the embryo chartered accountant 
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has to undergo during his E 
(2) the high standard required in the wide: range 
of subjects covered by the Institute’s examina- 
tions, the passing of which is a hall-mark of 
mastery of the principles underlying the whole 
‘range of subjects to which we refer collectively 
as accountancy; 
toi the trained, "Hisctplined, orderly and keenly 
analytical mind which is the outcome of hard 
practical work and wide theoretical study; 
(4) the disinterested, unbiased and unprejudiced 
` approach bred of professional training and 
experience; ` 
. (5) the high ethical standards which have been 
; established by the Institute over many years. 
:- It is on these sound foundations that the role of 
the chartered accountant as a financial adviser has 
developed so notably. 


l Management Accounting 
Accoùntancy for management involves, a natural 
projection of basic principles with particular emphasis 
on constructive rather than critical thought. In effect, 

_we have to adapt ourselves ‘to giving running com- 
mentaries and budgetary forecasts in addition, to 
_feports on, the results of a year that is dead and gone. 
_ For all these reasons there is no short-cut to com- 

ce in management accounting ~ mastery of 

ic -principles and theory, aptitude for the study 
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and analysis of the special problems of individual 
businesses developed in the course of broad practical 
experience — these are the foundations on which we 
i our duty to industry in this 
regard, as was the case with the earlier developments 
such as taxation and general financial advice. 


Gonclusion 

Finally, as we look back over the great developments 
which have taken place in the seventy-three years 
which have elapsed since the formation of Të 
Institute of Chartered Accountants, let us. be grateful 
to the distinguished men who were the leaders of 
our Institute in years gone by and who.set the highest 
of standards and laid on sure foundations the 
prestige which the chartered accountant SE 
today; let us be thankful too that, in the changi 
times in which we live and work, we have we 
many experienced and distinguished leaders to guide: 
us in the developments which face the profession. 

In this paper I have travelled over a wide ground 
some of which is, perhaps, a little remote from m 
immediate subject. I hope, however, that whatever 
its shortcomings may be, it will stimulate constructive 
thought and discussion on the wider responsibilities 
which now fall to the lot of: members of our profes- 
sion whether they are in practice or in industry, and 
so be of some assistance in the evolutionary process 
which is the foundation of progress. 





October 24th, 1953 


CONTENTS Page 

_ INTRODUCTION 430 
‘BACKGROUND TO DEVELOPMENT OF THE PROFESSION 430 
FORMATION OF THE INSTITUTE 431 

THE FAMILY BUSINESS 431 

FIRST WORLD WAR — TAXATION AND CONTROLS 431 

MEMBERSHIP OF THE INSTITUTE 432 

MEMBERS IN INDUSTRY AND COMMERCE 432 

DIRECTORSHIPS 432 

A WIDE FIELD OF ACTIVITY 432 

THE BURDEN OF TAXATION 471 

ADDITIONAL CAPITAL REQUIREMENTS 471 

PENSION 8CHEMES 47% 

DEATH DUTIES 473 

THE ACCOUNTANT AS NEGOTIATOR 473 

RETROSPECT AND PROSPECT 473 

QUALIFICATIONS AND QUALITIES 473 

MANAGEMENT ACCOUNTING 474 

CONCLUSION 474 


DISCUSSION 


The discussion was opened by Mr W. L. Barrows, 
F.C.A., a member of the Council of the Institute, who 
referred to the wide experience of Mr Moore who, 
after fifteen years as a practitioner in a leading firm, 
was now chairman of some of the leading industrial 
companies in the country and a director of many 
others. He continued: 

Mr Moore has delivered to us today a most 
inspiring, interesting and amusing address around 
his paper. I find it difficult to make constructive 
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comments on the paper because I suppose. that as 
the profession has developed, the accountant, in 
whatever position he may be, is to a lesser or greater 
degree a financial adviser — he is doing it all the time. 
For the vast majority of chartered accountants, the 
family private company or business forms the bulk 
of the work and few of us have experience of many 
public companies. In the family business, however, 
the accountant is expected to be the guide, philosopher 
and friend. He is the financial adviser, and very much 
more. He is the confidential consultant on all sorts 
of problems, on questions of remuneration, personnel 
and much else, and must be prepared to give quick 
decisions. 

Nearly all of us here who are in practice must have 
come upon the problem of .what to do when clients, 
for whom one has acted as auditor for many years, 
press one to go on the board. If it is a public company, 
the way is clear and his firm must resign as auditors; 
if a private company, I realize that another partner 
can act, but I think it undesirable for a directorship 
and the audit to be held in one firm unless all the 
shares are held round the board table. From time to 
time’ there must be a conflict of interests, and I think 
it is much better to resign and have a completely 
independent auditor. I shall be criticized for express- 
ing that view. There is one consolation, however. I 
believe it is in order for a chartered accountant who 
is a director to share in profits. 
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I was particularly impressed by Mr Moore’s advice 
to younger men in connection with directorships, 
when he said that they should be on their guard 
against taking too narrow and academic a view. As 
accountants, young and old, we must realize our 
limitations particularly in regard to technical matters 
and be guided by the technician wherever necessary. 
We must be humble. One does come across the 
criticism which I fear is fully merited in many cases, 
that we take too narrow a view. Those who are 
successful in the role of adviser are those who have 
been able to broaden their outlook and approach 
problems from a human angle. 

Mr Moore states towards the middle of his paper 
that no accountant who is acting in a professional 
capacity in any negotiations or in any other fiduciary 
role, should ever have any personal capital stake in 
their outcome. When approached to be a director 
it is often necessary to take up qualification shares, 
and in my opinion, if the accountant concerned is in 
private practice, it is desirable for the whole of his 
income as a director to go into the firm, and the firm 
in turn should take up the qualification shares on 
behalf of the partner concerned. f 

I would like to reinforce the desirability of all 
members keeping in close touch with the Institute 
as their mother society, and thus assisting the Council, 
and the district societies and taxation and research 
committees to keep in close contact with the needs 
of the members and give real effective service. 

I was pleased that under the heading of ‘Qualifica- 
tions and qualities’, Mr Moore puts first the thorough 
practical and theoretical training that the embryo 
chartered accountant has to undergo during his 
apprenticeship. I believe that during his period of 
articles a young man is in a wonderfully privileged 
position and able to see the functioning and running 
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of businesses of all types and sizes. It is a splendid 
background, and looking back, I am grateful to my 
principals for the opportunity which they gave to 
me of obtaining almost by instinct some understand- 
ing of business problems. 

As we expected, Mr Moore has given us a most 
interesting address and much to think about. 
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WEEKLY NOTES 


New Member of the Council of 
the Institute 


Readers will have noted with interest, in our report 
last week of the proceedings of the October meeting 
of the Council of The 
Institute of Char- 
tered, Accountants in 
England and Wales, 
the election to the 
Council of Mr 
Robert McNeil, 
F.C.A, ASAA, of 
Hove. 
A partner in the 
me firm of Nevill, 
§ Hovey, Gardner & 
W Co, Chartered Ac- 
§ countants, of Lon- 
don and Brighton, 
Mr McNeil joined 
his firm in 1925 as 





Mr Robert McNeil, ¥.c.a. 


managing clerk, having in November 1924 passed the 
Final examination of The Society of Incorporated 
Accountants and Auditors, with honours. He was 
articled in 1929, and in 1934 he gained Third Place 
in the Institute’s Final examination, winning also the 
‘Frederick Whinney’ prize. He was admitted an 
Associate of the Institute, and a partner in his firm, 
in 1935, and elected to Fellowship in 1945. 

Mr McNeil served on the former Taxation and 
Financial Relations Committee of the Institute in 
1942-44, and was first assistant secretary, then 
secretary of the South Eastern Society of Chartered 
Accountants from 1937 to 1945. He was president of 
the South Eastern Society in 1947-48, in which year 
the Institute’s first post-war autumnal meeting was 
held at Brighton. 3 


Balancing Charges on Nationalized Lorries 
The Finance Act, 1952, by Section 24 and the Sixth 
Schedule, greatly extended the scope of balancing 
charges on plant and machinery, but those provisions4 
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do not apply to years before 1952-53. Meanwhile, 
e construction of Section 17 of the Income "Das 
Pct, 1945, which deals with the subject for earlier 
years, continues to offer difficulties. The most 
recent point to be decided by the Courts is whether 
the compensation moneys, received for lorries which 
have been taken over by the Road Haulage Executive, 
can give rise to a balancing charge. Mr Justice 
Danckwerts has dismissed an appeal by Bramford’s 
Road Transport Ltd, of Leicester, against a balancing 
charge on such compensation moneys paid in respect 
of the taking over of the company’s undertaking in 
May 1949. His Lordship said that there had not been 
a sale of the undertaking itself so as to bring about a 
discontinuance for tax purposes. The trade had 
continued after the taking over and, accordingly, the 
taking over of the lorries themselves had occurred. 
before a permanent discontinuance of the trade. 
The balancing charge had been properly made. 
; (The Times, October 17th, 1953.) 


Political Propaganda Not a 
Deductible Expense 


The decision of the Court of Appeal in Morgan v. 
Tate & Lyle Ltd ([1953] 32 A.T.C. 152), that the 
costs of the ‘Mr Cube’ anti-nationalization campaign 
were a deductible expense, was a great victory for the 
taxpayer. However, the fact that the scope of the 
decision is extremely narrow has been emphasized in 
Boarland v. Kramat Pulai Ltd (The Times, October 
16th, 1953), where the decision was relied on in vain. 
In that case a tin-mining company had spent £2,550 
in printing and publishing the ‘supplementary 
remarks’ of its chairman — remarks made by him at 
the company’s annual meeting. The speech was 
directed at the Socialist Government, which was then 
in power, and which the chairman accused of having 
_ an adverse effect on the tin-mining industry. In an 
appeal by the company against an assessment on its 
profit, the General Commissioners for the City of 
London held that the expense was deductible as 
having been incurred wholly and exclusively for the 
company’s trade. The Crown appealed. Mr Justice 
Danckwerts said it was a question of law whether the 
pamphlet was wholly and exclusively for advancing 


the company’s trade. It contained throughout an` 


attack on the policy of the then Government; the 
effect of that policy on the tin industry was mentioned 
only incidentally. One had only to peruse it to see 
that the advancement of the company’s trade, if it 
was an object of the pamphlet, was not the sole 
object. As the Appeal Commissioners were wrong in 
law, it was unnecessary to consider whether there 
was any evidence on which they could have come to 

_ the conclusion which they fad expressed. The 
Crown’s appeal was allowed. 


Between Two Budgets 


This is the time of the year when emphasis shifts 
from the last Budget to the next. The transition was 
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marked by the banquet which the Lord Mayor gave 
this month to the bankers and merchants of the City 
of London. Mr Butler, who spoke, was moderately 
complacent about the last Budget and as enigmatical 
about the next as only a Chancellor of the Exchequer 
can be- speaking tantalizingly of possible delights 
and shocks. Mr C. F. Cobbold, the Governor of the 
Bank of England, who followed, was at pains to stress 
the danger to our industries and exports which the 
present level of taxation represented. More savings 
should be left in industry to provide for replacements 
of capital assets. Both speakers agreed on the need 
to develop the Commonwealth overseas. Sir John 
Braithwaite, the chairman of the Stock Exchange, said 
he looked forward to a further reduction in the Bank 
rate; and for a Budget next April which would take 
the country some modest step along the road to that 
lower taxation which was the key that would unlock 
so many problems and restore the country’s credit 
in the markets of the world. Although the outlook 
is better than it has been, it can hardly be said that 
all the signals are set for further progress in tax 
reduction. What, for example, will fill the gap caused 
by last year’s reduction in profits tax when the excess 
profits levy has been decently buried? 


The Motor Show 


The International Motor Show, which opened this 
week at Earl’s Court, comes at a critical time for the 
motor-car industry. Early this year the industry 
suffered quite a serious setback but during the summer 
months and in the autumn, it has shown remarkable 
resilience. The show takes place this year against a 
background of booming production. Not all manu- 
facturers are of the opinion that this happy state of 
affairs is going to continue indefinitely. Some are of 
the opinion that the post-war back-log of demand 
will be made good later this autumn and that when 
this occurs the industry will have a stern fight to 
maintain recent levels of output. 

This attitude of mind. possibly finds expression 
in the price reducing policy and less expensive 
models which were a feature of pre-show publicity 
this year. The fight in the small-car market been 
given added intensity this week by the announce- 
ment from Ford, of the new ‘Popular’, which claims 
to be the world’s cheapest car. This has occurred 
after both Standard and Austin have staked a claim 
in recent weeks for a new small car at a competitive 
price and Ford had themselves already announced 
one new inexpensive model. Not all of the Big Five 
are engaged in this particular aspect of the struggle. 
Rootes have this week announced their intention of 
keeping out of the small car struggle and have 
signalized their confidence in the future by publishing 
a £5 million expansion plan. 

All these developments will be gratifying to the 
public’s ear. At this year’s Motor Show it should -be 
possible to visit the stands and get quick delivery if 
one is inclined to purchase. ; i 
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Reassembly of Parliament and the consequent re- 
emphasis of current world ‘political problems has 
brought renewed uncertainty to stock-markets. At 
the same time, the first of the steel share operations, 
with its gilt-edged market implications, has led to a 
degree of stagnation in investment business. It seems 
likely that these two factors — political problems and 
the steel share issue — will dominate stock-markets for 
the time being to the exclusion of more helpful 
industrial and trade matters upon which the market 
could base a continued advance. 


Res Ipse 


Crown Zellerbach Corporation, whose quarterly 
report we reproduce, is rated as the second largest 
paper company in the United States. It sees paper 
through from its own timber lands to its own pulp 
-mills, on pm its own paper mills, and thence into 
wholesale distribution of the finished product 
through ‘its merchandising subsidiary. Its products 
range from facial tissue to multiwall paper bags, 
newsprint, etc. 

The reprint speaks for itself. It also shows the 
mental approach in America to prompt and frequent 
company reporting as against the annual figures, often 
four, five and six months or more old, as presented in 
this country. 

One point which might be made concerning Crown 
Zellerbach is that the company has quite recently 
obtained a quotation for its capital on the London 
Stock Exchange, and since its acquisition of ‘the 
Canadian Western Lumber Company by a share ex- 

. change operation, it has a number of United Kingdom 

shareholders. The company’s example in providing 
its shareholders with quarterly figures and, what is 
more, with figures right the way down from sales to 
net income on the common stock may, therefore, 
nudge some companies into action over here. 


American iausi 


-To show that the provision of interim igui is 
gradually becoming more widely adopted here, we 
also reprint below an extract from the half- -yearly 
statement by Monsanto Chemicals Ltd. With these 
figures there was a fully explanatory statement 
on the company’s position. It explained that produc- 
tion costs have been lowered despite higher wages 
and raw material prices, while sales tonnages have 
been increased and inventories reduced, Good 
demand for most chemical products should continue 
for the remainder of this year but the company 
remains subject to increasingly keen compention 
both at home and abroad. 

‘Stockholders in the company will undoubtedly 
welcome this interim-report. We hope it can be 
regarded as a firat se towards the Presentation of 


quarterly figures. 
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While on the subject of the American influence ir 
this matter of interim statements, we must point out 
that 66% per cent of the Monsanto Chemicals ordinary 
capital of £2,700,000 is held by the Monsantc 
Chemical Company of St Louis, and the chairman o 
the British company, Mt Edward A. O’Neal, Jnr., anc 
the director, Mr P. A. Singleton, are bott 
from the United States. 








MONSANTO CHEMICALS LIMITED ` 





Half-year to Half-year to Year 
pe 30th, June 1952 
` 1953 1952 

` Net Sales. .. £5,208,182 £5,175,902 £9,954,28 
onm e 

£ D £. 

Nat Income before taxes EZ) 608,193 780,61 

Lesa Esti taxes 265,221 381,558 486, 

Net Income aftar estimated taxes £223,665 Kee £293,711 


These figures relate ro. hb company only and do not Include earnings e 
subsidiary and associated companies. . 


© Recognized Procedure - 
The making of provision for dividends recommende 
is now recognized accounting procedure. It is now 
so old that a generation has grown nearly to middk 
age which has no’ experience of the bance sheet tha 
had to be viewed in the light of the appropriation: 
shown in the directors’. report... 

The correspondence columns of The Accountan 
of former days show the strength of the resistancc 
against what was then felt by many to be revolutior 
gone mad, Among the objections raised was Ou 
possibility that the See dividend for whick 
the accounts showed provision might not finally bx 
approved by shareholders at the subsequent meeting 

So far, we cannot remember one case wher 
shareholders have said ‘no’ to a dividend, but there 
has at last arisen an instance of non-payment and o: 
a writing-back of the amount provided to profit anc 
loss account. It occurs in the accounts to Marc 
28th, 1953, of Cellactite & British Uralite Ltd. 


; Writing -back 

Mr- George V. Parker, chairman of the Cellactite 
company, notes in his statement with the 195% 
accounts the circumstances of last year in regard tc 
the dividend.. Among other things, there was £ 
difficulty of finarice due to heavier stocks at the works 
and this position, he points out, had a great bearing 
on the question of payment of a dividend which 
subject to shareholders’ confirmation, it was proposed 
to pay. After full considération, it was resolved that 
a dividend of 124 per cent less income-tax be paid ai 
a E to be decided upon by the board to shareholders 

red at the date of payment. He reminds share- 
ho ders that under the company’s articles, the 
company ‘in general meeting sanctions the dividend 


“but. the directors declare it. From the accounts: now 






€ t 
It i 
amoui : of £9,8 
liabilities head 





provided, from under the current 


ind write it back to profit and loss 


counsel advises, should be done as 





account, which, 


sp, Hiel business at the meeting by ordinary resolution. 


This recounts 
meeting, the fac 
not intend to dec 


that the directors have not and do 
are any such dividend and concludes: 


2 dividend resolution at the 1952 


‘Now the sanction given by the said resolution be and 


the same is here 
be and the same 


) 
H 


y withdrawn and the said resolution 
is hereby EE: 


Stock Records 


The auditors ofi Fleetwood Paints Ltd are able to 
state this year that ‘the stock record system installed 


during the year 


ko reason: 
atisfactory, 
tion in order 
connection’, 
Last year, it 
report that ‘the 


(to December 31st, 1952) has 
ly successfully’. It is still not quite 


fully and ‘requires some modifica- 


y to satisfy our requirements in this 


was necessary for the auditors to 
stock records were insufficient in 


detail to enable us to identify, or to express an 


opinion on the v 
Stock-keepin 
of the sharpest 


Stock can becom 





alue of the closing stock-in-trade’, 
as accountants know full well, is one 

ocka on which a business can fall. 
stale, outmoded and derelict, and it 


is an absolute essential for those who carry the day-to- 


day responsibili 
where they stan 
for that, reliable 


for running a business to know 
in regard to the stock-in-trade. And 
stock records are necessary. 


For the auditor as well, stock records are an 


essential. He can 


but see that a reliable system is in 


operation, apply; such checks as the circumstances 


require and ass 


SE 
certificate. 


In the case of this compan 


chairman, ‘the 


SH himself that the directors should 


stand when they present the stock 


in the words of its 
stock on a realistic 





evaluation an 
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"2 ‘adds, it will be appreciated why they 
ble to do so. 


ween necessary of course to remove the 


basis has called ‘or a writing-down of some £26,000, 
of which, £10, 090 was provided for in the accounts 
of 1951’. Stock-in-trade and work in progress now 


stand at £30,999 

The company 
made public in 
and capital plus 
debit balance on 


Applications for 


against £62,350. 

bas been in misfortune since it v 
1947. No dividend has been Ge 
reserves of £90,725 is reduced 
profit and loss account of Ee 


Money Market 
the £230 million of Treasury bills 


offered at the Bank of England on October 16th, 


totalled £307 
£99 9s 


with 49 per ce 
discount rate 





05,000. The market raised the bid to 


a 
and EE 5I 


£99 9s 4d at the previous tender 

cent of requirements compared 
the previous week. The average 
reduced to £2 1s 11'57d per cent. 


This week's offer is for £240 million and ES? 


GEES 


D 


t 


turities. - 





479 
CROWN ZELLERBACH CORPORATION 
HIGHLIGHTS 
Three months ended July 3let 1953 1952 
Net Sales .. ` $70,281,778 $59,107,967 
Income before taxes on Income | 13,271,871 11,743,046 
United States and Canadan taxes on Income . 7,101,000 6,563, 
Net Income p 6,106,000 5,1 
Dividends declared ` 430,208 2,863,841 
Earnings retained in the business ib Were 2,284, 
Additions and Improvements to properties a 3,056,045 2,735,868 
Per shara of common stock, based on average 
number of shares outstanding during period: 
Income before taxes on Income. a, 2-03 156 
Net Income `. KS 90 "82: 
Dividends pald 45 Kë 
Retained in the business 45 45 


Production of paper and paper board — tons 





CROWN ZBLLERBACH CORPORATION 


and its Subsidiaries Including Canadian Subsidiaries 
Comparative Statement of Consolidated Income 


(Subject to annual audit and year-end adjustments) 





Three months ended July 3ist 1953* 1952 


Sales, net of returns, dlscounte; Wieren 
outward frelght, etc. .. à +» $70,281,778 $59,107,967 
Other operating income, net... 238,249 (52,752 


70,520,027 59,260,719 


Cost of goods sold, ee e a depreciation: 8 
amortisation and deplatio 48,788,852 40,823,975 


















































Operating expenses ae 5,953,897 §,021,527 
Denreciation a and amortisation P 2,523,360 1,675,153 
Depletion .. DÉI 312,974 193,425 
57,379,083 47,714,080 
Operating Income, net « 13,140,944 11,546,639 
Other Incom 
: Dividends from Flbreboard Products ine CN 211,088** 211,068 
Miscellaneous Income, net .. SN 440,738 435,970 
651,826 627,058 
Other expenses: 
interest on long-term debt .. 349,310 268,750 
Retirement income plan, past servico bonefits 171,589 161,901 
` 520,899 430,65 | 
Other Income, net 130,927 196,407 
Income, before taxes on Income 13,271,871 11,743,046 
United States and Serer taxes on ZE 
Income taxes. os 6,576,000 5,824,000 
Excess profits tax Dë Ve Së ere 525,000 739, 
Total taxes on Incoma 7,101,000 6,563,000 
Income, after taxes on Income š oe 6,170,871 5,180,046 
Minority stockholders’ equity In earnings Le 64,871 31,482 
Net Income for the period $6,106,000 $5,149,564 
Net Income per share of common stock based 
on average number of shares outstanding 
f period (after dividends on preferred şa 


{3 












è| Figures for three months ended July 3lst, 1953, Include results of 
operations of Canadian Western Lumber Co Ltd, and Elk Falls Co Led for 
1953, and of St Helens Pulp and Paper Company for June and July 1953. 


ge Pro rata of earnings for the three months In excess of dividends received 
$431,597, equal to 7 cents per share of Crown Zelierbach’ 3 common 
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years were almost the same as the actual profits in 
pospect of the practice, apart from the Danckwerts 
award. 

If the doctor had been in practice for some years 
prior to 1950 his assessments would have been: 





1949-50 Ni 
1950-51 250 
1951-52 1,000 
1952-53 1,000 
1953-54 250 

£2,500 


The difficulty of convincing a doctor, who has 
received .£2,500 under the Danckwerts award and 
who is already very perturbed that almost half of it 
should go to the Inland Revenue, that in point of 
fact he is going to be assessed on £3,500 can be 
appreciated, Yours faithfully, 

C 


} 


A. 


Minor’s Income and Child Allowance 


Sir, ~ I shall be obliged if any of your readers can 
assist me on the following point: 

In November 1946, a grandfather transferred 
certain shares to a trust for the benefit of his infant 
grand-daughter, the income being about £48 gross 
per annum. Under the settlement, the trustees are 
empowered to pay all the income to he child’s 
father for her maintenance, but no regular payments 
have been made, the income being accumulated 
until a substantial sum of £50 or £60 was in hand, to 
meet school fees. 

During the year to April 5th, 1949, the sum of 

£50 was paid to the father, which the Inspector of 
Taxes treated as a gross amount of £90 18s 2d, less 
tax at gs od £40 18s 2d, and repaid this tax to the 
trustees. 
_ ‘The -Inspector now contends that the child’s 
income for 1948-49 exceeded the maximum of {60 
and therefore the father was not entitled to the child 
allowance for that year. The Inspector states that as 
the child’s interest is contingent only, the matter is 
governed by Section 31, Trustee Act, 1925, which 
provides that the measure of the child’s income in 
any year of assessment is the gross trust income 
actually released in that year by the trustees for the 
child’s benefit. 

The Inspector’s attitude seems to me very unfair 
but he quotes the following cases in support of ‘his 
ruling: 3 
Drummond v. Collins ([1913] 6 T.C. 525). 

CLLR. v. Stanley (22 A.T.C. 242; 26 T.C. 12). 
The Inspector states that these cases related to sur- 
tax only, but the principle is the same. 

Acting for the father, I have lodged an appeal 
against the disallowance of the child allowance, and 
the hearing is to take, place next month. I should 
much appreciate any advice on this matter which 
readers may offer. 

Yours faithfully, 


London, WT. "FH CROUCH. 
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Finance Act, 1953, Section 20: 
Subvention Payments 
Sm, - While I have benefited greatly from reading 
your series of articles I am still not clear about 
payments to which Section. 169 or 170 applies. For 
example, I wonder if this is a correct computation of a 
deficit for 1953—54: 








Loss for year ended March 31st, 1954, as ad- £ 
justed for income-tax, before adding capital 
allowances Ta ei zi Y ia 2,000 

Capital allowances, 1953-54 .. oy . 10,000 

Loan interest paid in year ended March 31at, 

1954 Ps KC Si Së CR 4,500 
£16,500 

Less Schedule A net annual value, 1953-54 ` 1,500 

£15,000 





If there was no Schedule D assessment for 1953-54 
the Section 170 assessment for that year will be 
£3,000 (£4,500 — £1,500). Should I have included 
£3,000 in my computation in place of the £4,500? 
Yours faithfully, 
BEDRULE II. 
[Our correspondent’s computation of deficit under 
Section 20 (5), appears to be correct. It is the payments 
to which Section 169 or Section 170 of the Income 
Tax Act, 1952, applies which have to be deducted, 
not the amount of any Section 170 assessment. Other- 
wise the income of the company would be taken into 
account twice. — Editor.] 


r 


‘Replacement Profit is False’ 
Sm, — Reading a letter in the October roth issue, 
under the above heading, by Mr Briscoe, I would 
beg to point out that Lord Keynes died in April, 
1946, which was before inflation was noticeable in 
this country and before Sir Stafford Cripps devalued 
the pound; so that it would have been impossible 
for Lord Keynes to have made any comment what- 
ever regarding inflation in this country. 


Yours truly, 
Mayford, Nr. Woking. JOHN HALL. 


Sm, — In your issue of October 10th, there was a 
letter from Mr H. A. Briscoe which, because it 
dealt with an interesting subject, I read. Mr Briscoe’s 
argument and views are not very clear though it 
appears that he has proved something to his own 
satisfaction. 

This ‘proof’ might conceivably carry some weight 
had Mr Briscoe not made explicit statements in his 
letter for which there can be no foundation in fact 
and which appear to attribute motives to a sub- 
stantial part of the profession, if not indeed the 
greater part, for which he can have no evidence 
whatever. The second page of his letter as printed in 
your journal consisted entirely of declamatory 
nonsense and I can only regret that a journal of your 
standing saw fit to print it. , 


4 


4 
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It will be known to you and should be known to 
Mr Briscoe that the three recognized bodies of 
accountants in this country have admitted that 
profits calculated on a historical cost basis are in 
some respects deficient, though not all these bodies 
have been equally rapid in advocating alternatives. 
The deficiences are known and fully recognized and 
were it poehi to follow Mr Briscoe’s arguments I 
cannot feel that they would in any way affect this 
conclusion. 

It should be clear to Mr Briscoe that nobody i is 
attempting to impose an economic system ‘like the 
Douglas Credit Scheme’ on our community, but 
many members of the profession are interested in 
producing figures which have some meaning ‘and have 
agreed that historical ‘profit’ in present circumstances 
has none. Mr Briscoe is entitled to his concept of 
‘profit’, whatever it may be, but he is not entitled to 
accuse his fellow-accountants of ‘conspiracy’, ‘falsify- 
ing profit’, ‘chicanery’, and ‘dishonesty’ if they have 
an alternative concept. The best excuse that can be 
found for such expressions is that Mr Briscoe has 
thoroughly lost his temper. Yours faithfully, 

London, SE24. E. H. DAVISON. 


E.P.T. Post-war Refunds: 
Capital or Revenue ? 


Sm, — In the concluding article on the Finance Act, 
1953, it is stated, on page 427 of your issue of 
October 17th, 1953, in reference to E.P.T. post-war 
refunds, that these refunds are now available for 
distribution to shareholders and proprietors. 

Would such a refund be a distribution of capital or 
revenue, and, if the latter, would it be obligatory 
to deduct income-tax when making it? 

. Yours faithfully, 
NOMAD. 
[Section 43 of the Finance (No. 2) Act, 1945, expressly 
imposes income-tax on these refunds and enacts that 
they shall be deemed to be income for all the purposes 
of the Income T'ax Acts. They accordingly fall within 
Section 184 (2) of the Income Tax Act, 1952, and 
therefore, when they are applied in payment of dividend 
Section 185 applies, i.e. broadly speaking the dividend 
is grossed up for income-tax purposes unless it is a fixed 
preference dividend. If no tax is deducted from a 
preference dividend, that too is grossed up (Section 
186). — Editor.] 
Hiring Out Caravans: Taxation 


Sm, — In recent years there has been an enormous 
increase in taking holidays in hire caravans. Only 
a small part of this business, however, is in the hands 
of traders organized specially for it, the majority. of 
caravans on offer belonging to small investors, i.e. 
private owners who have bought two or three 
caravans to supplement their incomes, together with 
people who find it possible.to do some caravanning 
themselves by hiring out their. caravan for periods 
when they do not need it. 

There is a good deal of uncertainty doe the 
taxation aspect of this casual and small-scale hiring 
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out and as to what charges may E be set 
against the gross receipts. I should be very grate 

therefore, for any GE which your diaries, 
who may have experience in the matter, would be 


kind enough to give. Yours faithfully, 
W. M. WHITEMAN, 


London, WCI. ` Editor, The Caravan 


‘Estates of Deceased Persons: 
Published Particulars’ 


Sir, — May I add to my article on the above subject 
which was published in your issue of September 26th. 
The certificate of estate duty Pre which appears on 
grants of probate and letters of administration is now 
so worded as to show the gross estate and the net 
estate without distinguishing the realty from the 


rsonalty. 
p Yours faithfully F 
London, WC2. 


PETER’ WHITWORTH. 


Civil Engineering Plant 


Sm, ~ I was a little puzzled by your correspondent’s 
query (October 3rd issue) as surely, in a case such as 
his (i.e. where plant is used up over a small number 
of years), the prevailing income-tax capital allowances 
are both adequate and fair. If the plant is purchased, 
used and resold in, say, three years the full cost to 
the taxpayer is allowed in the corresponding assess- 
ments. Furthermore, when initial allowances can be 
claimed it is probable that the taxpayer will be in a 
better E than if your correspondent’s suggestion 
were 


Example 
Plant purchased for £2,400 in November 1951, sold for 
£300 in SE 1953. ‘Accounts made up to December 


H 




















31st. Annual allowance ro per cerit, 
“Standard Suggested 
‘Method ` Kee 
£ 
Cost 2,400 2,400 
1952-53: £ 
Initial allowance .. 960 
Annual allowance GE KS 
One-quarter 
— 1,260 700 
£1,140 £1,700 
_ 1953-54: £ > £ 
Annual allowance LIA R 
One-quarter .. ine 28 
— 142 700 
£998 £1,000 
1954-55: : D E? 
Sold for a Zi 300 300 
Balance allowance £698 £700 


— 


It is generally agreed that,it is plant with a long 
life, changed infrequently (at ever-rising cost) which 
gives rise to dissatisfaction with the present capital 
allowance system. Yours faithfully, 

S HILBY. 
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i SELECT COMMITTEE 
ON NATIONALIZED INDUSTRIES 
THE INSTITUTE’S MEMORANDUM 


Professional Accountants and Undertakings whose accounts are required 
by Statute to be laid before Parliament 


We reproduce below the full text of the memorandum submitted to the Select 
Committee on Nationalized Industries by The Institute of Chartered Accountants 
in England and Wales mentioned in the report in our last issue, of the proceed- 
ings at the October meeting of the Council. The report of the Select Committee 
was commented upon in a leading article in our issue of August 22nd last. 


(1) This memorandum is written on the basis that 
Parliament wishes to exercise a greater measure of 
supervision over the nationalized undertakings than is 
made possible by occasional debates, the annual 
“sport of the professional auditors and the periodical 
fnquiries of the Public Accounts Committee. The 
memorandum does not seek to cover the whole field, 
which would necessarily include not only finance and 
administration but also technical problems, research 
and public and labour relations. It does however 
suggest ways in which the auditor and the professional 
accountant can be of assistance to Parliament. 


Periodical Reviews of the 
Nationalized Undertakings 

(2) It has from time to time been suggested both in 
Parliament and in the Press that every nationalized 
industry should be the subject of periodical review by or 
on behalf of Parliament every few years. If such reviews 
take place, it is assumed that a committee of persons 
will be appointed which will include persons skilled 
in the various subjects which must come under 
scrutiny. Presumably, for example, if a review of the 
coal industry is embarked on, the committee would 
include experts in coal-mining, finance, administration, 
marketing, labour relations and so on. The professional 
‘accountant is well fitted to sit on or assist such com- 
mittees by reason not only of his particular knowledge 
of finance and financial administration but also on 
account of his training and skill in investigation work. 

(3) Alternatively the committee referred to in 
paragraph 2 may wish to have selected sections of the 
undertaking probed and examined in regard to par- 
ticular aspects of their finance and administration. 
Apart from the periodical review, the Public Accounts 
Committee or other body which may be asked by 
Parliament to concern itself generally with the super- 
vision of nationalized undertakings may feel as a 
result of its own inquiries that an investigation on 
these lines for a specific purpose should be made as 
an interim measure, without waiting for the more 
exhaustive periodical review of the whole undertaking 
which might not be due for some years. The pro- 
fessional accountant is peculiarly well suited to do this 
type of work. 

The Annual Audit 

(4) The nationalized undertakings have professional 
auditors who report on the annual accounts. The 
primary object of such an audit is to enable the auditor 
to report whether in his opinion the accounts show a 
true and fair view. Before an auditor can report in 
this form he makes a great many inquiries over a 


wide field with a view to forming an opinion, inter alia, 
on the following matters: 

(a) Whether the undertaking has kept books which 
record the transactions properly. 

(b) Whether a proper system of internal financial 
control and (where appropriate) internal audit 
is in operation. 

(c) Whether all the income has been properly 
received and accounted for. 

(d) Whether expenditure incurred has been properly 
authorized and has been correctly apportioned 
between capital and revenue. 

(e) Whether all payments and benefits to members 
of the Board of the undertaking have been 
properly made or received. 

(f) Whether provision has been made for all known 
liabilities and contingencies. 

(g) Whether they are satisfied as to the existence of 
the fixed assets and the basis on which they are 
stated in the accounts. 

(h) Whether the amounts of the current assets, 
comprising usually stocks, work in progress, 
debtors’ and investments, are fairly stated. 

(G) Whether adequate provision has been made for 
depreciation of fixed assets; and generally, 

(j) Whether the balance sheet is true and fair 
and whether the profit or loss for the year 
has been fairly stated. 

(s) The annual audit is thus in itself a very great 
measure of protection and should not be interfered 
with. The procedure and technique have been evolved 
over a very long period of years and are well understood 
in the profession, by informed members of the public 
and by the executive staffs of the nationalized under- 
takings. It is, however, felt that the wide extent of 
an auditor’s normal inquiries, as set out in paragraph 4 
above, culminating in a short and simple report, is 
not always fully understood or appreciated by the 
public at large. 

Extension of the Auditor’s Duties 

(6) Notwithstanding the safeguards which would be 
provided by the periodical review referred to in 
paragraph 2 and are provided by the annual audit, it is 
understood that there is a feeling in both Houses of 
Parliament that something more is required and that 
Members of both Houses desire to have their attention 
drawn to matters on which they consider they ought 
to be informed. The best analogy so far available is 
the function which is at present exercised by the 
Comptroller and Auditor-General in relation to ex- 
penditure by Government departments. 
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(7) The following procedure might be followed to 

meet this desire: 

(a) The annual audit should continue and should 
culminate as at present in the normal short 
form of audit report. e E 

(b) In addition the auditor should submit a supple- 
mentary report on any matters which come within 
the suggested terms of reference set out in 
paragraph 8. 

Where the different sections of a nationalized under- 
taking are audited by different firms of auditors (as 
for example the auditors to the underlying units of the 
British Transport Commission), this additional re- 
_ sponsibility should be extended to each firm for the 
particular section of the undertaking which is audited 
by them. Appropriate arrangements for the collation 
of the reports on the several constituent units would be 
necessary and the collated reports should be made 
available to the auditors of the main undertaking. 


(8) The terms of reference might be as follows: 


‘It shall be the duty of the auditor to submit, as soon 
as practicable after he has completed his normal audit 
report, a supplementary report upon any matter of a 
material or substantial character which may have arisen 
under the following headings even if already mentioned 
in the audit repdrt: 

(a) If, in matters of finance, the undertaking has not 
complied with the directives ‘issued to it by the 
Minister, or other higher authority, to whom it is 
responsible, or with the provisions of the Act which 
controls or governs its existence. This section of the 
report should include appropriate comments as to the 
manner in which the undertaking has discharged its 
statutory duty to ensure that, taking one year with 
another, its revenues shall be not less than its revenue 
outgoings, and as to the amount and source of the 
funds available to meet the prescribed rates of interest 
on advances, if any, from the Consolidated Fund and 
to repay those advances within the prescribed period. 

(b) If Government grants or subsidies have been given 
on the basis of estimates furnished by the undertaking 
and the subsequent results bave differed materially 
from the estimates., 

(c) If the accounts have not been drawn up so as to show 
clearly and fairly the results of the operations of the 
undertaking and, where appropriate, the effect of 
subsidies thereon, 

(d) If, in the ordinary course of the audit, the auditor 
has formed the opinion that there is a prima facie 
case for further investigation into any of the following: 

(i) Lack of proper administrative and financial 
control of revenue, expenditure (including 
p ing procedures), assets and liabilities. 

(ii) Substantial capital expenditure incurred which 
was intended to be productive but which had 
not proved productive or upon which an adequate 
return has not been received, 

(iii) Expenditure incurred which is of an extravagant 
or wasteful nature judged by normal commercial 
practice and prudence. 

(iv) Any other matters concerned with the financial 
administration of the undertaking which may be 
worthy of special comment. p 

‘In making his supplementary report the auditor will 
not normally, in the first instance, be expected to make 
exhaustive investigation of the foregoing matters. Any 
detailed inquiry and report required from the auditor 


would be a matter for subsequent specific instructions.” 


(9) Though the auditor is in most cases appointed 


by the Minister or other higher authority (e.g. by the- 


Transport Commission for-its executives or the Steel 
Corporation for its subsidiaries) it is suggested that in 
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the interest of good relationships between the auditor 
and the Board_concerned (see paragraph 10 below) 
his supplementary report should be addressed to thd 
Board but that a copy should be sent by the Board 
forthwith to the Minister or other higher authority 
to whom the Board is responsible. It should be pro- 
duced by. the Board of the undertaking Aa a matter of 
normal routine procedure when its-accounts are under 
review by higher authority or Parliamentary committee. 
It would be a matter for consideration whether the 
report should be published as a matter of routine, or 
whether publication should be a matter for decision 
in each case by the Parliamentary committee con- 
cerned. 

(roi There are certain limitations in the terms of 
reference quoted above which it is advisable to 
mention: f 

(a) The auditor should only be required to report 
matters which, in relation to the undertaking, 
are material. It is important both from the point 
of view of the auditor and of the undertakin 
that a small-minded approach should be avoided? 

(b) The auditor cannot be expected to report on 
technical matters, for example whether it would 
be better to employ wood or metal sleepers for 
the railways. The field he would cover would 
essentially be that of finance and ‘financial 
administration. j 

(c) It is above all essential that the nationalized 
undertakings should not be given grounds for 
an impression that the. auditor had become a 
professional ‘snooper’ whose task it was to 
search out the minor administrative delin- 
quencies which occur in every business. 

(d) Attention is directed to the words in paragraph 
8 (d) ‘in the ordinary course of the audit’ and 
the concluding sentence of that gub-paragraph. 
The auditor shoùld not be expected to range 
over the whole field of the undertaking deliber- 
ately searching out weaknesses in administrative 
control or extravagant or wasteful expenditure. 
In the first place it would be quite impracticable 
to do so in the time available; secondly, the cost 
would be prohibitive; thirdly, it would offend 
against the principle stated in (c) above. 

(e) The auditor should not be expected to report 
whether in his view an officer is competent or 
incompetent. Unless this is made clear, the 
relations between the auditors and the under- 
takings would soon be impossible: ~ i 

(f) Provided that all the facts are clearly disclosed 
without bias in the annual report or accounts 
of the Corporation so that the mattar i$ brought 
to the attention of the public, the auditor need 
not report it. ‘The object of this is to prevent 
needless repetition and to avoid creating the 
impression that the auditor is standing in 
judgment over the activities of the undertaking. 

The above observations are made to emphasize that 
the auditor’s additional duties would have to be 
performed with common sense and restraint and to 
make it clear that the primary responsibility of the 


` Board of the undertaking is not to be undermined. 


Public Accounts Committee 
(11) The view has been expressed that the Public 
Accounts Committee is handicapped by insufficient 
technical assistance to enable it to make appropriate 


October 24th, 1953 


inquiry into the affairs of the nationalized undertakings 
pwhich are brought before it for examination. So far as 
financial matters are concerned, the professional 
accountant might be of assistance to the Committee 
jn this difficulty, 

(12) A professional accountant other than the auditor 
or a partner of the auditor might be appointed for each 
of the nationalized undertakings by the Speaker of 
the House of Commons or other appropriate authority 
to assist the Public Accounts Committee if it required 
his services. His duties would be: 

(a) To examine the voluminous annual report and 

accounts which arg published by the under- 
` taking with which he is to be concerned. 

(b) To study the annual reports, including the 

supplementary reports, made by the auditors. 

(c) As a result of (a) and (5) to suggest to the Public 

Accounts Committee that it might wish to direct 
its inquiries into subjects which he would be 

able to indicate. 
ry The accountant so appointed would not himself 
institute inquiries or investigations into the nationalized 
undertaking but he could recommend to the Committee 
that it should in appropriate cases, call for further 
information or details. 


THE ACCOUNTANT 


485. 


(13) If an independent accountant were appointed 
for each nationalized industry as suggested in para- 
graph 12, he would be peculiarly well fitted to assist or, 
if desired, to be a member of the Committee which 
makes the periodical review referred to in paragraph 2. 


Conclusion 


(14) It is suggested therefore that the professional 
accountant may. be of assistance to Parliament in the 
following ways: 

- Paragraph 
(a) By participating in the periodical reviews 
of the nationalized industries which it 
may be decided to hold every few years .. 2 

(6) By making special ad hoc investigations KR 
into particular phases of the undertakings 
if called upon to do so by the Public 
Accounts Committee or other committeg 
concerned .. CS A ae Sé 


(c) By an extension of the normal duties of an 
auditor on the basis of the terms of refer- 
ence set out in paragraph | Par Cé 8 

(d) By assisting the Public Accounts Com- 
mittee, if called upon to do so, as to the 
lines its inquiries might take .. bs 12 


THE INSTITUTE OF oe 


CHARTERED ACCOUNTANTS OF SCOTLAN 
. LONDON LOCAL COMMITTEE 


Thirty-sixth Annual Dinner of the Association of Scottish 
Chartered Accountants in London 


The Association of Scottish Chartered Accountants 
in London held their thirty-sixth annual dinner on 
Monday, October 19th, 1953, at The Savoy Hotel, 
London, About 290 members and guests attended, 
and were received on arrival by Mr Thomas Lister, 
` MA C.A., Convenor of the London Local Committee, 
The Institute of Chartered Accountants of Scotland, 
and Chairman of the Association, who presided, and 
by Mr John L. Somerville, F.R.3.8., C.A., President of 
‘Fhe Institute of Chartered Accountants of Scotland. 


Among those present were: 
The Right Honourable Sir Norman Brook, c.c.s.; Mr James 
© «Blakey, F.C.A. (President, The Institute of Chartered Ac- 
countants in England and Wales); Mr C. Percy Barrowcliff, 
F.S.A.A. (President, The Society of Incorporated Accountants 
and Auditors); Sir Ian F. C. Bolton, Bart., opp. D.L., J.P., 
C.A. (Vice-President, The Institute of Chartered Accountants of 
Scotland); Mr W. Guy Densem, F.c.A. (Chairman, London 
and District Society of Chartered Accountants); Mr Donald 
Geddes, B.A., LL.B; Mr Harold G. Judd, C.B.E., J.P., GA, 
Past Chairman of the Association); The Rev. Dr R. F. V. 
cott, D.D. (Minister of St Columba’s Church); Mr J. 
Ivan Spens, 0.8.8, (MIL.), C.A. (Past Chairman of the Associa- 
tion); Sir Reginald Wilson, B.COM., C.A. 
The fast of “The Institute of Chartered Accountants 
d’ was proposed by the Rt Hon. Sir Norman 
Bal 
ly have never found myself among quite so 
ed accountants before’ said Sir Norman, 
sobering experience to face so many people 
d accounts, who dabble with balance sheets 
with income-tax returns — all these things I 


t 








find so extremely complex and painful — I am glad that I am 
on the right side of the table and that I can ask the questions 
instead of answering them. (Laughter)... 


The High Road to Leading Positions in Industry 


He continued: : 

‘It is doubtful whether more members of the Institute 
will continue to practice their profession as accountants, 
for this is now recognized as the high road to leading 
positions in industry, the low road is the civil service, 
and I can assure you thet it takes very much longer.’ 
(Laughter.) 

‘I believe that this graduation from one profession or one 
occupation to another could be beneficial to the life of our 
community. I myself am deeply conscious of the t debt 
that we owe to those men who gave great public service 
during the war — among these were members of your own 
Institute. 

Sir Norman concluded by saying that it would be 
a pity if mingling of the different professions and 
the pooling of their different experiences could be 
achieved only in times of war. An interchange of 
profession and outlook, where feasible, would be of 
great benefit to the country’s future, and, said Sir 
Norman, ‘I should like to think that your profession 
and mine has made and will continue to make, contri- 


butions to this end.’ (Applause.) 


President of the Scottish Institute 


Replying to the toast, Mr Somerville said that we in 
this country owe a very large debt to our civil service 
which, he was.quite sure, had been able to contribute 
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a great deal to those members of the Institute who had 
come into contact with it. 

We could look back some 100 years, said the Presi- 
-dent, and see what great steps had been achieved by 
science. Accountancy was rather like science, and it 
too had advanced rapidly, but as regards new tech- 
niques he sometimes wondered if it was not possible 
to.simplify the arrangement of the work which’ the 
students had to undertake so that the knowledge they 
had to absorb might be learnt in a somewhat shorter 
time. If they were to absorb all that there was to know, 
they needed to learn it much more quickly than they 
do now. 

Speaking of the Institute, Mr Somerville said that 
the London Association had been the first association 
where three different bodies were standing together. 
They had given a very good foundation for the forma- 
tion of the Institute. The Institute was working most 
harmoniously. 

‘Some of you, I have heard,’ said Mr Somerville, 
‘say you are going to change the rules — why don’t you 
get on with it? A lot of rules might be amended.’ 
` After an interval, the Chairman gave some details 
of the activities of the Scottish Chartered Accountants 
in London Golf Club, and amid applause, presented the 

~ Past President’s Challenge Cup to Mr R. K. Graham, 
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B.A., (Cantab.) of Messrs Brown, Fleming & Murray. 
Three couples tied for the Bogey Challenge Cup, the 
result being decided on the score for the last o holes. 
The winning couple were Messrs A. Inglis and E. F. 


an 


Milne, who received a replica each. The Wood Cup had ` 


been lost by the Scottish Chartered Accountants in 
London Golf Club to the English Chartered Account- 
ants’ Golfing Society, and the Lady Mann Challeng: 
Cup had been won by Messrs Brown, Fleming & 
Murray. 

London Discussion Group 
Mr Lister then spoke of the London Discussion Group, 


which had been set up recently. This was encouraging - 


and the group’s committee had in mind particularly 


the members in commerce and industry who, he | 


was hopeful, would be able to form a group or 
association of their own before long. 

In conclusion, Mr Lister said that the standard of 
Scottish chartered accountants would be maintained 
only if a sufficiently high standard were set in the 


training of apprentices: this lay in the hands of practis- 


ing members of the Institute. 
The toast of ‘Our Guests’ was proposed by’ Sir 
Reginald Wilson, and Mr Donald Geddes replied. 


Music was provided during the evening by pipers 


from the London Scottish. 


NOTES AND NOTICES 


‘The Institute of Chartered Accountants 
in England and Wales 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on October 6th, 1953, who 
completed their Fellowship or Membership before 
October zoth, 1953. 


Associates elected Fellows 


Ashworth, Edwin Turner, T.D.; 1936, A.C.A; (E. Newsum 
& Son), National Provincial Chambers, 48 High Street, 
Doncaster. 

Atkinson, John Francis; 1940, A.C.A; 6, Chandos Street, 
Cavendish Square, London, W1, and at Maidenhead. 
Coupland, Richard Alan; 1938, A.C.A; (*Singleton, 
Fabian & Co), 30 Southampton Buildings, Chancery 
Lane, London, WCa, and 65 London Wall, London, 

2. 

Dobson, Peter Holliday; 1948, A.C.A.; (Alfred Dobson & 
Co), Permanent House, The Headrow, Leeds, 1. 

Freeman, Sidney; 1946, A.C.A.; (Freeman, Shalson & Co), 
Town Hall Chambers, 374 Old Street, London, RBC", 

Madeley, Henry Mon e 1933, A.C.A; (C. H. Coxen 
Madeley & Co) and (C, E. Smith & Bateman), Lionel 
Buildings, 70 Lionel Street, Birmingham, 3 

Middle, eorge Frank, B.8C.; 1920, AC AS (Folkes & 
Campbell), 15 & 17 Chuich Street, Stourbridge. 

Parton, William Henry, 0.8.2. 1921, A.C.A; (Gray, 


Stainforth & Co), Monument Buildings, 11-15 Monu- - 


ment Street, London, EC3, and 3 De Walden Court, Be 
New Cavendish Street, London, W1. 

Smith, Anthony John Peter; 1948, A.C.A.; (Legg, London 
& Co), 79 Eccleston Square, London, SW. 

Sterry, Fred Haigh; 1935, A.C.A; (Crone & Sterry), 45 
Park View, Whitley Bay, Northumberland, and at 
Newcastle upon Tyne. 

Townend, Frank; 1937, A.C.A.; (A. E. Ellison & Co), 
Commerce House, Cheapside, ‘Bradford. 


*placed against a Firm Name signifies that the Firm is 
not exclusively composed of members of the Institute. 


West, John Martin; 1938, A.C.A.; (Goodland, Bull & Co), 
. 23A Fore Street, Tiverton, Devon, and at Taunton. 


(Not in England or Wales) 


Bartholomew, Edward; 1914, A.C.A.; (*Whinney, Murray, ` 


Baguley & Co), 27 Monckebergstrasse, Hamburg, 1; also 

at Antwerp and Paris, (*Whinney, Murray & Co). 
Sampson, William Stephen Bertram; 1934, A.C.A.; 

oe Plender, Griffiths & Co), Rua Mexico 3, 


), 
Andar, (Caixa Postal 1338), Rio de Janeiro, and at 


Recife and São Paulo. 


Admitted as Asociar 
(Not in Practice) ~ 


Barat Meyrick Arthur, 194 Salmon Street, Kingsbury, 


London, NWo9. 

Coey, James Edward Colin, B.A.(ECON.), with Walters & 
Noble, 55 & Welbeck Street, London, Wr. 

Everard, Gordon Geoffrey Ellis, with Ernest James & Co, 
11, 12 and 13 Dowgate Hill, ‘London, EC4. 


Hobson, Henry Jonathan, with Edmonds & Co, Pearl | 


Buildings,.Commercial Road, Portsmouth. ` 

Maitland, John Stuart, with Dixon, Wilson, Tubbs & Gillett, 
24 Basinghall Street, London, EC2. 

Preston, James Kenneth, 12 Southern Crescent, Bramhall, 
Cheshire. 

Roberts, Derek Bernard, with Ashworth, Mosley & Co, 
Midland Bank Buildings, Spring Gardens, Manchester, 2. 

Seed, William James, with Thomas Seed & Sons, 70 
Norman Road, Rusholme, Manchester, 14. 

Tetley, Sidney James, 68 Frankswood Avenue, Petta Wood, 


Kent. 
(Not in England or Wales) 
Davson, Christopher Michael Edward, c/o S. Dgyson & 
Co Ltd, P.O. Box 272, Georgetown, British 
B.W. 
Tarash, Philip Maurice, c/o W. Bain & Co, P.O 


Tanga, ‘Tanganyika. 
Former Member readmitted to Members: 


Wood, Geoffrey Flindell, 0.5.2, DEG. Roy: 
Swinderby, Lincolnshire. 
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Personal 


lp Mr Eric Green, F.c.a., practising under the style 


of Barron & GREEN, Chartered Accountants, at 
Commerce Chambers, 127 The Headrow, Leeds, 1, 
announces that as from October rst, 1953, he has 
admitted into partnership Mr GEORGE ARTHUR 
ASCOUGH, A.C.A., who served his articles with him 
and has been a member of his staff since qualifying 
in 1950. The practice will continue to be carried on 
under the name of BARRON & GREEN. 


Mr PETER LYNN, B.COM., A.C.A., announces that he 
has commenced to practise at 40 Mortimer Street, 
London, Wr, under the firm name of Peter Lynn & 
Ge Chartered Accountants, Telephone: Museum 

759. 


Messrs SIMON June & West, Chartered Account- 
ants, of Lloyds Bank Buildings, 11-13 Victoria 
Street, Liverpool, 2, announce that Mr Joun Eric 
FISCHER, A.C.A., has joined the firm as a partner, as 
from October rst, 1953. The name of the firm will 
remain unchanged. 


Messrs CLEMETSON, HILL, CROMWELL Woop & Co, 
Chartered Accountants, of 5 Dane John, Canterbury, 
announce the dissolution of their partnership as from 
September 30th, 1953, and that the practice in future 
will be carried on by Mr H E. Cromwett Woon, 
A.C.A., under the style, Cromwell Wood. & Co. 


Messrs Rowan & Co, Accountants and Auditors, of 
Cavendish House, Church Street, Malvern, announce 
that they have admitted into partnership Mr W. 
CLAUDE WALTERS, F.B.A.A., as from October rst, 
1953. The style of the firm will remain unchanged 
and the practice will continue at the same address, 
and at St Lawrence, Graham Road, Malvern. 


Messrs Cots, Dickin & Hits announce with deep 
regret, the death of SIR ARTHUR MIDDLETON, F.S.A.A., 
J-P., who was a partner in the firm for the past 
thirty-three years. He was Chairman of the London 
County Council and a member of the Council of 
the Society of Incorporated Accountants and 
Auditors. 


Professional Notes 


Mr A. M. Parsons, A.C.A, has been appointed 
secretary of Smith’s Dock Co Ltd. He is to succeed 
Mr H. W. Welch, J.P., F.c.c.s., who is retiring at 
the beginning of December. 


Mr H. A. Benson, C.B.E., F.C.A., a partner in the 
firm of Cooper Brothers & Co, has been appointed a 
director of the Finance Corporation for Industry. 
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Obituary 
WILLIAM EDWARD MOUNSEY, J.P., F.C.A. 


It is with deep regret that we announce the death at 
his home at Hoylake, on October 16th, of Mr 
William Edward Mounsey, F.c.a., who was a partner 
in the firm of Lewis & Mounsey, from 1892 until he 
retired in 1946 when the firm amalgamated with 
Harmood Banner & Son. 

Mr Mounsey, who was 83, was admitted an 
associate of the Institute in 1892 and became a 
fellow in 1897. He was a member of the Council of 
the Institute from 1923 to 1942, being chairman of 
the Applications Committee from 1931 to 1936. He 
was the senior past president of the Liverpool 
Society of Chartered Accountants, having held that 
office in 1909-10, and he was also president of the 
Liverpool Chartered Accountants Students’ Associa- 
tion in 1906-07. 

Mr Mounsey did not take any part in local govern- 
ment but succeeded his father in the office of elective 
auditor of the City of Liverpool until his firm were 
appointed professional auditors. He was appointed 
a Justice of the Peace for the City of Liverpool in 
1918 and was captain of the Royal Liverpool Golf 
Club in 1925, being also hon. treasurer for a number 
of years. 

Prior to the introduction of the National Health 
Service in 1948, Mr Mounsey was for many years an 
active member of the governing body of the Liverpool 
Stanley Hospital and Robert Davies Nursing Home. 

In recognition of his services as honorary treasurer 
of the Port of Liverpool Branch of the Royal National 
Lifeboat Institution for thirty-eight years until his 
resignation in 1950, he was appointed an Honorary 
Life Governor of the Institution, the highest honour 
which it can confer on an honorary worker. 


SIR ARTHUR MIDDLETON, J.P., F.S.A.A. 
We have learned with regret of the sudden death, 
on October 19th, of Sir Arthur Edward Middleton, 
J.P., F.S.A.A., a senior partner in the firm of Cole, 
Dickin & Hills, of London, and Chairman of the 
London County Council. 

Sir Arthur Middleton, who was aged 61, was 
elected Chairman of the London County Council in 
April of this year and received his knighthood on 
July 6th when the Queen visited County Hall to 
attend a Coronation year reception, held in her 
honour. Sir Arthur had been a member of the 
London County Council since 1942 and had served 
as vice-chairman of the hospitals and medical com- 
mittee, vice-chairman of the finance committee and 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 





488 


chairman of the restaurants and catering committee. 

He was admitted an associate of The Society of 
Incorporated Accountants and Auditors in 1917, 
having passed his Final examination with honours, 
and became a fellow in 1922. He was elected a 
member of the Council of the Society in 1946. In 
1914. he passed the Final examination of The 
Institute of Municipal Treasurers and Accountants of 
which he was a member for a period during the 
First World War whilst in the office of the Cambridge- 
shire County Accountant. 

A director of several companies, Sir Arthur had 
also been the Ministry of Agriculture’s adviser to the 
Hops Marketing Board; he was a member of the 
Royal Commission on the Press appointed in 1947, 
and was particularly concerned with the Com- 
mission’s investigation into the financial structure 
of the Press. 

In his younger days Sir Arthur was a keen athlete; 
he turned to golf in later years and became captain 
of Laleham (Middlesex) Golf Club. 


London and District Society of 
Chartered Accountants 


At a meeting of the London and District Society of 
- Chartered Accountants to be held next Wednesday, 
October 28th, at 6 p.m., in the Oak Hall of the 
Institute, Mr C. H. Scott (Solicitor), will speak on 
‘Public i issues: preliminary considerations for Se 
companies’. 


The Chartered Accountant Students’ Society 
of London 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday, - 5.30 p.m.: Lecture: “The prospectus of a 
limited company’, by Mr H, J. S. French, ong, B.C.L., 
of the London and Yorkshire Trust Ltd. 

Tuesday. ~ 5.30 p.m.: Demonstration of Kenrick & Jefferson 
Accounting Systems (limited number). 

Thursday. - 5.30 p.m.: Debate: Motion “That experience 
counts for more than a diploma’, 

Friday, ~ 5.15 p.m. Introductory course lectures on 
(x) A summary of taxation’; (2) “The law on sale of 
go 

Central London Discussion Group 


The first meeting of the Central London Discussion 
Group of the London and District Society of 
Chartered Accountants was held on ‘Tuesday, 
September 2gth, at The Lamb and Flag, 33 Rose 
Street, Covent Garden, WC2, when Mr D. J. 
Ginnings, F.C.A., F.S.A.A, introduced the topic 
‘Estate duty avoidance’, which was followed by an 
interesting discussion. The meeting was attended by 
twenty-one members of the group. 
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The next meeting will be held on Thursday 
next, October 2gth, at the same place when Mr J. W. 
Shock, M.A., A.C.A., will introduce the topic ‘Directors’ 
expenses’ for discussion. 

Information concerning the group may be obtained 
from the hon. secretary, Mr A. Child, T.D., B.COM., 
A.C.A, Hillmount, o The Woodfields, Sanderstead, 
Surrey. 

Annotated Tax Cases 


Part 6 of Volume XXXII of the Annotated Tax Cases, 
edited by Roy Borneman, Q.C., is published today 
and contains reports, with notes on the judgments, of 
the following cases: In re Cunliffe-Owen (C.A.); 
Baddeley (Newtown Trustees) v. CIR. (C.A); 
Jennings v. Middlesbrough Corporation (Ch.D.); 
Stokes v. Bennett (Ch.D.); Goff v. Osborne & Co 
(Sheffield) Ltd (CH Dr Burlah Trust Ltd v. CLR. 
(Ch.D.); Halbur Trust Ltd v. CIR (Ch.D.). 

The annual subscription to the Annotated Tax 
Cases is 30s post free, the publishers being Gee & 
Co (Publishers) Ltd, 27-28 Basinghall Street, 
London, EC2. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant op OCTOBER 267TH, 1878 
To the Editor of the Accountant. 
Bankruptcy Law Amendment: Voting by 
Proxy 

Dm, How absurd it is for solicitors or accountants, 
or others, to endeavour to prevent creditors from 
appointing any one that may have their confidence to 
represent them at meetings for the settlement of the 
affairs of debtors! In most cases of importance, the 
principal creditors, could not attend themselves; 
because, amongst other reasons, it would most 
probably happen that they were creditors in several 
estates, the meetings of which were held on the same 
day, hundreds of miles apart. How would solicitors 
like a law to be passed which restricted them to one 
client in any particular case? The same question may 
be asked with regard to accountants. To say that a 
law should be passed restricting creditors from 
appointing proxies is tantamount to saying that 
creditors, as a general rule, are such fools that they 
do not know what they are about when they sign a 
form of proxy. So again, it may be inquired, is 
Parliament to be asked to pass a law preventing 
commercial or manufacturing houses from employ- 
ing travellers who have commissions for more than 
one firm? It is simply impracticable. 
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REPORTS OF PUBLIC 
COMPANIES 


THE ACCOUNTANT ANNUAL AWARD 


LSEWHERE in this issue we publish an announcement 
Ho The Accountant proposes to make one or more awards 

annually to companies whose shares are quoted on a 
recognized stock exchange, in relation to the form and contents 
of the reports and accounts as issued to their members. 

The announcement goes on to say that the factors which will 
be considered by the panel of judges will include the adequacy of 
the information given and its presentation. 

For over twenty years the need for more informative company 
accounts has been fostered by the illustration in ‘Finance and 
Commerce’ of existing deficiencies, and by the encouragement 
of improvement in examples taken from current accounts of 
public companies. In the early days after the 1929 Act, one of the 
main difficulties was to overcome the inertia of company directors, 
but the task was made easier by the example of the pioneers in 
the development of modern account presentation and particularly 
the example of the Dunlop Rubber Company following the 
appointment of Mr F. R. M. DE PAULA, C.B.E., F.C.A., as the 
company’s chief accountant at the end of 1929. 

The example of the pioneering companies was gradually 
adopted in the years leading up to the outbreak of war, and it is 
a fair measure of the improvement in the general level of account 
form that in many ways the 1948 Act was a consolidation of the 
best practice regarding the presentation of accounts. 

Although the pioneering days are long past, the improvement 
in account presentation continues in the wider appreciation that 
the 1948 Act demands only a legal minimum. 

Mr Montacu GEDGE, Q.C., is the chairman of thé panel of 
judges of The Accountant Annual Award. He is the chairman of 
the committee set up by the Board of Trade in 1952 to consider 
the desirability of permitting the issue of shares of no par value, 
and he was a member of the Company Law Amendment Com- 
mittee, 1943. 

The other members of the panel are Mr W. L. Barrows, 
J.P., F.C.A., a member of the Council of The Institute of Chartered 
Accountants in England and Wales; Sir Harop M. Barron, 
F.c.A., a Past President of the Institute and a member of the 
Council of the Institute; Tue Rr. Hon. LORD LATHAM, J.P., 
F.A.C.C.A., President of The Association of Certified and Corporate 
Accountants and, until last month, chairman of London Transport 
Executive; Mr THOMAS LISTER, M.A., GA, a member of the 
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Council of The Institute of Chartered Account- 
ants of Scotland and Convenor of the London 
Local Committee of the Scottish Institute; Mr 
BERTRAM NELSON, J.P., F.S.A.A., Vice-President 
of The Society of Incorporated Accountants and 
Auditors; Mr G. Tyser, a director of Lazard 
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Bros. & Co Ltd, chairman of the Mercantile 
Group of Investment Trust Companies, depu 
chairman of the Phoenix- Assurance Company 
and a director of Monsanto Chemicals Ltd and 
the Colonial Development Corporation; and the 
Editor of The Accountant. 


NOT TOO OLD AT FORTY 


HE Government attaches a great deal of 

importance to the first report of the 

National Advisory Committee on the 
Employment of Older Men and Women which 
was recently published as a Blue Book. In brief, 
the report sets out to show that older people can 
and ought to remain at work beyond the currently 
accepted ages of retirement. 

The statistical background of this new concep- 
tion of the position of older people is becoming 
fairly familiar nowadays. The proportion of 
elderly folk is rising and that of persons in the 
most active age group, 20-40 years, is falling. The 
report points out that in 1911 only one man in 
fifteen was aged 65 and over. Thanks to the 
growth of medical science, the higher living stan- 
dards of the masses, and the expansion of the 


health services, this proportion had risen to two | 


in fifteen by 1951. In 1977 it will have become 
three in fifteen. On the other hand, the com- 
paratively low birth-rates of the last two or three 
decades are reducing, and will still further reduce, 
the proportion of 20~40s. 

The report of the Ministry of National 
Insurance (Cmd. 8882) published in July last 
provided evidence that the financial burden of 
retirement pensions would begin to rise rapidly 
in the near future and assume substantial 
proportions in twenty years’ time. We have the 
paradoxical situation that at a time when people 
are living longer and reaching the conventional 
‘retirement age in a state of health and efficiency, 
they are given encouragement to retire by the 
pensions available to them. Clearly production 
must rise to maintain these old people, If retire- 
ment can be postponed, however, the older people 
. will themselves be helping to provide the extra 
resources required for their maintenance. 

It is not enough to be aware of the need for 
older people to continue working after 60 or 65; 





1 Cmd. 8963. Published by H.M.S.O. price 2s net. 


employers must be convinced that it is advan- 
tageous to employ them after this age. Over the 
country as a whole, about 400,000 or half the 
men aged 65 to 70 are working, but only 250,000 
or one in five of those over 20 are still in jobs. 
The report regards it as its primary task t 
dissipate any impressions that still remain to the’ 
effect that elderly people are not worth employ- 
ment, and indeed the figures just quoted show 
that many employers do value the work of old 
people. Moreover, it may well be in the interests 
of the old folk themselves to continue to work. 
There is no medical support for retirement at a 
fixed age. Such retirement may condemn many- 
able and active people to a condition of idleness 
or boredom which has a much more deleterious 
effect that any amount of work. 


From the point of view of employment, the 
report points out many jobs ‘requiring at least 
moderately heavy muscular effort are done suc- 
cessfully by older people. The older person is at 
some positive advantage in jobs which require 
accuracy and attention to detail and in which he 
can use judgment founded on experience. For 
some employers the older worker has a rare 
value as a teacher of his craft to the young. In 
short, the retirement policy recommended is that 
all men and women employed in industry, com- 
merce, the professions or elsewhere who can give 
effective service, either in their normal work or any 
alternative work which their employer can make 
available, should be given the opportunity, without 
regard to age, to continue at work if they so wish. 

Employment in the professional, managerial 
and executive work is generally stable, but those 
who become unemployed usually find it para 
ticularly difficult to get other suitable work. 
Pensions schemes, which probably affect some 
six million employees -half of them manual 
workers — are an obvious difficulty to the recruit- 
ment of the elderly. This can be partly overcome 
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if the pension rights accorded to late entrants 
are strictly related to the actuarial value of their 
contributions and those of their employers. The 
committee is to study the possibilities of trans- 
ferable pensions schemes, but the chairman 
(Mr HaroLp WATKINSON, M.P.) seems a little 
dubious about them. 
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A further difficulty arising from the retention 
of old people is the tendency it has to block the 
promotion of those. in middle life. Should 
retention after 60 or 65 become the usual practice, 
it would also become customary to regard the 
peak of a person’s career as occurring somewhat 
later than it does now. 


DAYS FROM MY DIARY 


by A MARTYRED ACCOUNTANT 


Friday 2nd ~ L. (client) on telephone in towering 
and incoherent rage, target being F. (semi-senior). 
Unable to sort out story from epithets, ring off and 
send for F. Appears that F. has been taking L.’s 
Favourite secretary, Miss H., out to lunch and looking 
at engagement rings. F. nice chap, Miss H. nice 
girl, L. & Co very nice job. What does Martyred 
Accountant do now? 


Monday 5th — As auditor of humble subsidiary, pay 
first visit to premises of parent company. From with- 
out, these appear old, but colossal; within, receive 
formidable directions. Scale two stairways; pass three 
swing-doors; turn’ five corners; fourth swing-door 
opens on dark store-room. Am lost. Knock timidly 
nearby. Studious occupant looks blankly from behind 
huge desk. Is sorry, does not know way round, is only 
an auditor. Next room contains conference of ten 
females, all talking. Finally, bump into my director 
in corridor — he is searching for maintenance depart- 
ment, to fix his internal telephone. 


Thursday 8th — On trust job with foreign income 

and eight beneficiaries, three of them non-resident, all 
Wi them with advances in hotchpot, one of them 
just deceased with advances in excess of present 
interest, leaving children with ultimate interest on 
furthe; deaths, plus complications of special con- 
tribution and unsettled war damage claim. Getting 
to grids when enter P. (partner) who begins to 
describe his case involving Osler v. Hall double 
succession in firm of six sharing two kinds of profit 
in different ratios, with one change before and the 
other after the last. Finance Act. Resisting violent 
impulses, take him out for sherry. Tell him about 
hotchpot. Another sherry. He enlarges on double 
succession. . . . Consensus reached with third sherry; 
counsel’s opinion and a bit of smoked salmon. 


‘Wednesday 14th — At factory of manufacturing 
_chemists, learn they have opened own advertising 
department. Visit same, find emaciated gentleman 
with bobbed hair in throes of poster. This observes, 
simply and brutally: ‘Don’t be like poor Yorick ~ take 
Blugg’s paregoric’; but illustration beyond my un- 
trained appreciation. True, there is realistic and 
highly polished skull; but am unable to interpret 
presence of egg-timer, beer-bottle, leopard-skin, the 


Marble Arch, two sausages and a trombone. Am told 
their significance unimportant, so long as they arrest 
attention. Thoughts inevitably stray to recent speech 
by our (elder) brother-profession’s new president, in 
which he advocated advertisement by lawyers. Once 
they start, dare we be far behind? On way home 
examine possibilities. Would it not be nice to insert 
arresting matter in midst of auditor’s report? 

No. Perhaps we should content ourselves with a 
national C.A. week. Gather no beauty queen was 
elected at the Scarborough meeting, but that would 
be easily remedied. 


Tuesday 20th — Have to get papers to client who is 
at Motor Show. Suspect V. (articled) would like trip; 
ask him if he has finished those percentages yet. No, 
but promises by 5.30 if he may go. Dubiously agree. 
On inquiry at 5.25 find he is still out. However, at 
5.27 in he walks. ‘Lovely show, sir. You should have 
come along.’ Before I can mention the lovely per- 
centages, he whips them on to my desk. Appears he 
finished them in the driving-seat of a Coupe-de-ville, 
smoking gift cigar; strange thing is, he got them right. 


Saturday 24th — Lucky to acquire two gallons at 
local garage. On leaving am approached by person 
with unnatural shoulders and pictorial tie: “Want a 
bit more gas, guv? Real Pool! Seen yer Sunday joint? 
Infiniscopic, eh? What say a coupla nice Icelandic 
cod; see yer through?’ Unperturbed by my refusal, 
he hopefully inquires my trade. ‘Nah,’ he says when 
I tell him, ‘accounts ~ never use ’em!’ 


Monday 26th — At clients’ cocktail party, find self 
next to Sir L. S.-D., who does not know me from 
Adam Smith. Coins phrase about money being a 
curse; by the way, his figure-man, an excellent chap — 
used to take on all the worries, but now getting past 
it. Do I happen to know of a really good accountant? 
(Await Institute recommendation as to reply.) 


Thursday 29th ~ Little Woman peruses typescript 
of diary. Exercises to full undoubted gift of oral 
criticism. Example given of way in which diaries 
should be written ~ Mrs Clarke’s delightful ‘View’ 
of autumnal meeting in last week’s issue of The 
Accountant. Self-defence difficult; observe one does 
not compare champagne with soda-water, sadly 
promise not to do it any more. 


$ 
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THE EXCESS PROFITS LEVY -I 


by E. N. MACDONALD, D.F.C., F.G.A. 
Statutory references are to the Finance Act, 1952, unless otherwise indicated. 


Introduction 

] “HE writer of a paper on a professional or 

technical subject may usually be pardoned 

if he cherishes the hope that he has contributed 
something to the permanent literature of that 
subject. The hope that I cherish is radically different. 
I ask nothing better than that, not ony this paper, 
but my subject itself, will be 
obsolete and forgotten in the 
shortest possible space of time. 
The Chancellor of the Ex- 
chequer has co-operated hand- 
somely by providing for the 
repeal of excess profits levy 
with effect from January rst 
next. 

This is not the occasion, how- 
ever, on which to indulge in 
vilification of the levy. The 
Council of the Institute, in its 
second supplementary memor- 
andum to the Royal Commission 
on the Taxation of Profits and 
Income, achieved in paragraphs 
491 to 396 what The Accountant 
in a leading article described as 
‘the quintessence of all that has 
been said against it’. I do not 
propose to attempt any greater 
concentration than a quint- 
essence. I merely associate my- 
self respectfully with all that 
those paragraphs contained, 
exercising towards the dying 
that same forbearance enjoined upon us in speaking 
of the dead. 

The obvious difficulty in presenting a paper of 
this sort is in deciding what ground to cover, in 
face of the impossibility of covering it all. In general 
I have attempted to deal with matters of wide 
application, ignoring specialized aspects of the levy 
and specialized types of business, and inclining 
rather to points on which doubt or difficulty have 
arisen in my own firm, or in discussion with clients 
or with members of our profession, or in negotiations 
with H.M. Inspectors of Taxes. 

The provisions of the Finance Act, 1952, on excess 
profits levy have brought about many anomalies and 
inequities and most of us expected a long series of 
amendments in the Finance Act, 1953. Instead, 
there is only one section, occupying only one and a 
half pages of the Act. One can sympathize with the 
Chancellor’s reluctance to embark on further 
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complications to a levy which he was in the act of ` 
repealing, but the position remains unsatisfactory. 
The Council of the Institute, in its memorandum to 
the Chancellor on the Finance Bill, 1953, suggested 
as a way out that specific power should be given to 
the Commissioners of Inland Revenue to grant 
concessional treatment where it could be shown to 
their satisfaction that serious 
inequity would otherwise arise. 
Normally, one demurs at dis- 
cretionary powers in the hands 
of the Commissioners of Inland ` 
Revenue and would prefer to | 
see firm law and the remedy of 
appeal, but the circumstances 
were exceptional. However, even 
this plea did not meet with a 
favourable reception, and virtu- 
ally all the defects of the 1952 
Act remain unchanged. 


Official Aids 


Before the Finance Act, 1952, 
received the Royal Assent, re- 
quests had already been made 
to the Inland Revenue that 
explanatory leaflets on excess 
profits levy should be made 
available to the public, on the 
same lines as the leaflets on 
capital allowances which were 
issued after the passing of the 
Income Tax Act, 1945. Ady 
mittedly there was much less 
time for preparation of literature in 1952, particularly 
after the extensive changes in the proposed levy 
during the passage of the Finance Bill through 
Parliament, but the response of the Inland Revenue 
was undoubtedly disappointing to the taxpayer and 
to the accountancy profession. All that was made 
available were copies of the forms on which Inspectors 
of Taxes set out their computations, together with 
notes explaining those forms, The forms are models 
of compactness but they are drawn, quite rightly, 
for straightforward computations only, with the 
result that the notes are not in any sense an exposition 
of the levy. Important matters such as the transfer 
of a business as a going concern and the treatment of 
a group of companies are not dealt with at all. It will 
be interesting to hear whether members generally ~ 
are using the official computation forms or whether 
greater freedom of layout is preferred, relegating the 
forms to the function of a mere check that all the 
necessary adjustments have been taken into account ~ 
so far as they apply. 

Be that as it may, we have not had the guidance, 
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‚complete with examples, which was so helpful on the 
Income Tax Act, 1945, and have been thrown back 
on our own resources and the gradual teaching of 
experience to find our way through this most com- 
plicated piece of legislation, with its wealth of cross- 
references, both internal and to the profits tax 
legislation. 
Standard Profits 


The first task to which we have all had to address 
ourselves is the selection of the best possible standard 
in the light of the rules for computing profits and in 
face of an almost bewildering field of choice. Leaving 
aside territory in Japanese occupation during the war, 
there are, I think, fourteen possible standards for a 
company whose trade began on or before January ist, 
1947, with additional variations according to the 
exercise of certain options. For very many companies, 
of course, the choice of a standard has been an obvious 
one, but not by any means for all companies; for 
some of the possibilities have had to be fairly ex- 
haustively tested. 


Initicl allowances 


The treatment of initial allowances, for example, 
may interact with the selection of a standard. To 
approach the question in reverse, where the standard 
must clearly be a percentage on share capital or a 
percentage on net assets or a minimum standard, 
it will be advantageous to take initial allowances 
because only the chargeable periods will be affected 
thereby. Where profits are likely to be the basis for 
one or both of the standard years, however, it may 
prove necessary to await the end of excess profits 
levy before deciding, not only whether to abandon 
initial allowances, but which two years to select as 
the standard years and possibly whether to take a 
percentage standard for one of them. The following 
is a simplified example of the problem, ignoring 
other factors: 


£947 Se e Standard 


Profit 10,000 10,500 11,000 1948-49 £10,750 
Less Initial 
allowances 500 1,200 2,500 











£9,500 £9,300 £8,500 1947-48 £9,400 





lf, when excess profits levy finishes, initial allowances 
in the chargeable periods are found to have been less 
than $1,350 per annum on average, notice would be 
given, if this had not been done at the outset, that 
initial allowances were to be abandoned. This figure 
of £1,350, it will be noticed, is not the average of the 
initial allowances in any combination of standard 
years, but simply the difference between the best 
standard without initial allowances and the best 
standzrd with initial allowances. 

The percentage on average share capital, let us now 
suppose, was £9,000 in 1947 and 1948 and {10,000 
in 1949. The latter figure is better than the profit 
less initial allowances for 1948 and 1949 and could be 
ecmbined with 1947 to give a standard of £9,750. 
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The critical figure for initial allowances in the charge- 
able periods would then be an average of £1,000 per 
annum and notice to abandon them would only be 
given if they were less than that figure. We must 
evidently keep it in mind, therefore, that when the 
treatment of initial allowances is reviewed after the 
last chargeable period it may be necessary to review 
the choice of a standard as well. 

The rule dealing with initial allowances has a 
rather obscure sub-clause (Rule 3 (i) (d) of the Ninth 
Schedule) which has been wrongly interpreted in 
some quarters. It refers to premises on which the 
election to depart from mills and factories allowances 
and to take initial and annual allowances was only 
made after April sth, 1947. I have seen it stated that 
the clause means that on such premises the mills and 
factories allowance is to be continued for the pur- 
poses of excess profits levy, but this is not so. The 
clause merely prohibits initial allowances on such 
premises for excess profits levy purposes, even though 
initial allowances in general be taken. The reason 
for the prohibition is presumably because ‘the 
appointed day’ for an industrial building does not 
arrive until April 6th in the year of assessment in 
which the election to abandon the mills and factories 
allowance is made, and because all capital expenditure 
on the building from April 6th, 1944, onwards is, 
by Section 1 (3), Income Tax Act, 1945, deemed to 
have been incurred on the appointed day. An election 
for this treatment in, say, 1951-52 could thus 
produce an inflated initial allowance for 1952-53 
with a resulting diminution (but for Rule a (d)) 
of the profits chargeable to excess profits levy. 
One or more of the standard years could be similarly 
affected by a departure from the mills and factories 
allowance in 1947-48 or 1948-49, to the detriment 
of a profits standard. For the same sort of reason, 
but: purely by way of protection for the taxpayer, 
initial allowances on expenditure on both plant and 
industrial buildings incurred between April 6th, 
1944, and April 5th, 1946, are prohibited for excess 
profits levy because that expenditure, assuming 
industrial buildings allowance was taken for 1946-47, 
was all treated for income-tax purposes as having 
been incurred on April 6th, 1946, and gave rise to 
unnaturally large initial allowances for 1947-48. 
These two sub-rules have proved to be for many 
companies important factors in the ascertainment of 
the initial allowances to be deducted and, as a result, 
in the choice of standard years. 


The relevant date 

Another factor in selecting a standard has, for some 
companies, proved to be the relevant date from which 
under-distributions and over-distributions of profit 
are calculated. The average profits of 1947 and 1948 
may be less than the average for 1948 and 1949, 
but the percentage allowance on undistributed 
profits for an extra year, from July 1st, 1947, instead 
of July rst, 1948, may turn the scale in favour of. 
1947 and 1948. Incidentally, the fixing of these 
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relevant dates in the Act seems to have been designed 
as a rough set-off against the fact that, in each 
chargeable period, accruing profits of that period 
are ignored in arriving at the allowance for undis- 
tributed profits. This loss of six months’ profits is 
compensated by setting the starting point six months 
before the average date of the standard years. 


Borrowed money 
The existence or absence of borrowed money has 
been a further factor in selecting a standard. Standard 
years with average borrowed money of, say, £10,000, 
are poorer by {400 than standard years with no 
borrowed money and the same profit, because of the 
4 per cent allowance or penalty on the increase or 
decrease of average borrowed money in the charge- 
able period compared with the standard period. 
Where the standard is a percentage on share capital 
or on net assets at December 318t, 1946, or December 
31st, 1951, borrowed money in the standard period 
is taken as nil, with the result that it has been, for 
some companies, a factor influencing the choice of 


basis as well as the choice of one year’s profits in- 


preference to another’s. 

-A point on which I have found there is some doubt 
is the treatment of a bank account which at times is 
in credit and at times is overdrawn. If it be borne 
in mind that we are not concerned with the average 
balance on a bank account but solely with average 
borrowed money, it becomes clear that credit 
balances should be entirely ignored. If necessary, 
the bankers should be asked to analyse their charges 
so that the figure of interest on day-to-day overdrafts 
can be separately identified and, the rate of interest 
being known, the average indebtedness can be 
calculated. ‘There should not be any need to work 
on the average of the amount overdrawn on a given 
day’ in each month or similar approximations. 
Borrowed money includes accommodation obtained 
by the discounting of bills receivable, and, I should 
have thought, credit obtained through acceptance 
facilities for bills payable; for the latter the treatment 
for excess profits tax was at the option of the tax- 
payer, but I understand that the Inland Revenue is 
seeking to exclude credits from borrowed money for 
the purpose of excess profits levy. 


Increase of share capital 

Where a profits standard is in force, an increase of 
share capital after the beginning of the standard 
period naturally earns an increase in the standard. 
A point on Section 38 (2) of the r952 Act has been 
encountered, possibly not of very wide application, 
but worth a moment’s attention. A company which 
made up its accounts annually to March 318t issued 
additional share capital in June 1951. The computa- 
tions sent to H.M. Inspector for the first chargeable 
period ending on March 31st, 1952, claimed an 
addition to the standard profits for a full year of 
12 per cent on the new capital and divided the result 
by four to apply it to a chargeable period of three 
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months. H.M. Inspector contended that the addition i 
to the full year’s standard should be reduced to a“ 
nine month’s proportion of 12 per cent on the new 
capital, since the chargeable profits were an apportion- 
ment of the profits for the year to March 31st, 1952, 
and during that year the company had the benefit 
of the additional capital for only nine months. In 
reply he was referred to the proviso to Section 38 (2), 
which restricts the addition only where the increase 
in capital occurs during the standard years or during 
the chargeable accounting period; there is no 
restriction where the increase occurs during the non- 
chargeable portion of an accounting period of which 
the chargeable period is a part. H.M. Inspector 
agreed, but for once logic was undoubtedly in favour 
of his view and the law in favour of the taxpayer’s. 


Deferred repairs ; f 

The protection afforded by Rule 12-of the Ninth % 
Schedule in the matter of deferred repairs has 
proved extremely valuable to many companies and 
the adjustments to profits for which it provides 
should, of course, be carried out before selecting the 
standard years for any pre-194’7 company coming 
within its scope. Although the rubric to the rule is 
‘Repairs and renewals deferred from war years’ and 
there is a stipulation that the rule only applies if a 
deferred repairs claim was not made for excess ` 
profits tax purposes, it seems clear that there need 
not have been any question of liability to excess 
profits tax or any question of deferred repairs. The 
safeguard is purely an arithmetical one; provided 
we are dealing with ‘repairs and renewals ne 

to maintain assets in an efficient working condition’ 
the deduction in the standard years will be limited 
to a suitable proportion of the aggregate expenditure 
of the ten years 1940 to 1949, even though the cause 
of high expenditure in the standard years may. have A 
been mérely additions to plant or buildings a few 
years earlier. If, on the contrary, a deferred repairs 
claim was made for excess profits tax purposes, there 
is a measure of automatic protection for the profits 
of the standard years, because expenditure on 
deferred repairs in those years will already have been 
disallowed in the profits tax computations on which 
the excess profits levy computations are based. 


Percentage on net assets i 


Where it proves advantageous to adopt a standard. 
based on assets less liabilities at December 31st, 
1946, or December 31st, 1951, there are one or two 
points which are perhaps worth mentioning in the 
rules of the Eighth Schedule for computing the 
values of assets. Subject to specified exceptions 
(which cover a wide field), assets are to be taken at 
the amount paid therefor in cash which, by Section 
66, includes other valuable consideration. This basis 
of valuation extends to ttading stock, with the 
result that where for other taxation purposes the 
value of trading stock at the date chosen has been 
reduced below cost, it will be permissible, for the 
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imited purpose of a standard based on net assets, to 
estore the amount by which it has been written down. 

A further point which emerges from the table in 
varagraph 5 of the Tenth Schedule is that industrial 
vuildings are only required to be valued at the 
residue of expenditure’ if allowances have been made 
inder Part I of the Income Tax Act, 1945. An 
ndustrial building for which annual allowances 
aye not been claimed, possibly because its legal 
ife of fifty years has expired or is approaching 
xpiry, can therefore be included at cost, but a 
nore recent building, for which the mills and factories 
llowances have been abandoned in favour of annual 
llowances, must be written down by the total 
nitial and annual allowances granted, including 
nills and factories allowances for 1937-38 and 
ubsequent years, on the formula provided in 
šection 4 of the Income Tax Act, 1945. This may 
vell produce some very illogical results. 

If accounts were not prepared at December 31st, 
946, or December 318t, 1951, as the case may be, 
Rule ro of the Eighth Schedule provides that assets 
nd liabilities are to be taken as at the date of the 
mmediately preceding balance sheet, with an 
iddition for undistributed profits of the intervening 
riod, These undistributed profits are calculated 
xy reference to the rules of the Tenth Schedule, 
nodified to allow for the fact that liabilities for income- 
ax and profits tax are separately deducted. An odd 
joint about Rule 10, however, is that it does not 
xovide for any deduction from the net assets if 
here has been an over-distribution of profits between 
he date of the preceding balance sheet and the selected 
December 31st. 


Percentage on share capital 

The numerous options available to a pre- 1947 
company as a basis for’ its standard include a per- 
centage on its paid-up share capital at December 31st, 
:946, or December 31st, 1951. If share capital has 
zeen issued for valuable consideration between 
hose dates, it is likely that December 31st, 1946, 
s the more profitable one to choose, because the 
ssue will carry an allowance of 12 per cent if it 
presents an addition to standard capital, but only 
"0 per cent if the date selected is December 31st, 
ost, as it will merely form part of the share capital 
it that date. The advantage of choosing the earlier 
late might, of course, be nullified by over-dis- 
ributions of profit in the intervening period. 


Adjusted Profits for Excess Profits Levy 


Che starting point for the excess profits levy com- 
vutation is the profits tax computation, which is 
nodified in the light of the seven pages of rules 
constituting the Ninth Schedule to the Act. They 
ire mainly designed to eliminate the hills and dales 
oroduced in the level of profits by the artificialities of 
he income-tax and profits tax rules and I have already 
eferred to one or two of them in their bearing on 
tandard profits. 


THE ACCOUNTANT 


495 


Directors’ remuneration 


On director-controlled companies the adjustment for 
directors’ remuneration is one that we are all faced 
with. The more generous scale laid down for profits 
tax from January Ist, 1952, is applied to the standard 
years as well, although profits tax will actually have 
been paid on the old scale and, moreover, the value 
of money has decreased since the years 1947 to 1949. 
A feature which has been brought home to some 
companies is that although the extra 2 per cent for 
director-controlled companies, in their capital 
standards and on undistributed or over-distributed 
profits, is dependent on the existence of director- 
control in the chargeable period, that is not the 
criterion in dealing with directors’ remuneration. 
Directors’ remuneration will be restricted in com- 
puting the profits of any period during which they 
have a controlling interest, regardless of whether 
control exists during any particular chargeable 
period. We may thus have standard profits computed 
without restriction of remuneration and chargeable 
profits computed with restriction of remuneration, 
if in the meantime the company has become director- 
controlled. This can produce results very unfair 
to the taxpayer, but equally the converse of these 
circumstances can operate to his advantage. 


Investment income 


The treatment of investment income in computing 
excess profits levy is different from its treatment in 
computing profits tax, in that there is no such thing 
as franked investment income. Investment income 
forms part of the profits in both standard periods 
and chargeable periods, with the result that a double 
imposition arises where a company making excess 
profits receives increased dividends out of the excess 
profits of another company, and a sort of unmerited 
relief arises where a company making excess profits 
receives decreased dividends from another company 
making deficiences. The legislature has apparently 
taken the view that the only companies likely to be 
seriously affected by this anomalous state of affairs 
are investment companies, and has dealt with the 
problem in Section 52, by making them liable to 
excess profits levy on a proportional basis. The excess 
or deficiency of an investment company is arrived at 
in the normal way, with all investment income 
brought into the computation of chargeable profits 
and, if a profits standard is chosen, into the com- 
putation of standard profits too. The resulting figure 
is then diminished by subtracting from it that pro- 
portion which profits in the chargeable period 
attributable to dividends from United Kingdom 
companies bear to total profits in that period. The 
game proportion of profits is also taken for the purpose 
of ascertaining whether 15 per cent thereof is less 
than 30 per cent of excess profits. 

The application of these investment company 
provisions achieved the distinction of being one of 
the very few matters which were amended by the 
Finance Act, 1953. The intention of the provisions 
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was benevolent, but it soon became apparent that 
they could equally well be burdensome instead. 
Furthermore, they could be applied to a group. of 
companies only if every member was an investment 
company, which meant that the existence of one 
small trading member might impose a totally 
irrational liability on the group as a whole. Section 
27 (z) of the Finance Act, 1953, very properly 
rectifies these anomalies by permitting a contracting- 
out from the investment company formula and by 

ermitting the application of the formula to a group 
if substantially the whole of the functions of a single 
company which combined all the functions of the 
members, would consist in the holding of investments. 
Both these options can be exercised at any time 
before December 318t, 1954. 


The Overriding Limit 


The operation of the over-riding limit of 15 per cent 
of the chargeable profits presented the possibility 
of a good deal of complication which has been 
mercifully reduced by the curtailment of the life 
of the levy to two years. There has been evidence, 
however, of some misconception of the effect of the 
limitation which it may be desirable to dispel. 'The 
misconception arises on some awkward phrasing in 
the proviso to Section 43 (1), where the relief 
necessary to reduce the levy from 30 per cent of the 
excess profits to 15 per cent of the profits of a given 
. chargeable period is made provisional only, and, in 
the event of 30 per cent of the excess profits in a 
subsequent period being less than 1 5 per cent of the 
profits, that relief is to be adjusted ‘so as to do no 
more than’ reduce the aggregate levy for all periods 
to 15 per cent of the profits for those periods. This 
does not mean that once the overriding limit has 
come into play it becomes a minimum liability; 
it merely causes the limit to apply to the running 
total of all periods, and if the running total of 30 per 
cent of excesses less deficiencies falls below the limit 
the relief will not apply. In other words, we shall 
always be safe if we calculate on the one hand 
30 per cent of excesses leas deficiences to the end of a 
given period and, on the other hand, 15 per cent of 
profits less losses to the same point, and pay or 
receive whatever is necessary to produce the smaller 
of the two. 

As Mr J. E. Talbot pointed out in his paper at the 
summer course last year, there will always be curious 
results in a chargeable period for which it is ad- 
vantageous to change from one rate to the other. 
Furthermore, it is quite possible for a company to be 
liable for a payment of excess profits levy for a period 
showing a deficiency, even though the 15 per cent 
rate applies to each year. 





I9523 1953 Total 

SE of chargeable BEER £ 4 £ 
eriod Da 30,000 10,500 40,500 
Stindard profits Ba 9,000 11,000 20,000 
Excess or deficiency £21,000 —f£500 £20,500 
—_—j, se 





30 per cent of excess or deficiency £6,300 
15 per cent of profits + 4,500 


—£150 £6,150 
1,575 6,075 
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In the above example, relief under Section 4: 
would be given for 1952 and excess profits levy a 
1§ per cent of the profits would be paid. For 195: 
the deficiency of {500 is not effective because, ir 
total, the 15 per cent basis still gives the smalle: 
liability and excess profits levy of £1,575 would be 
paid, representing a withdrawal of relief SE 
ed. 


grant 


Undistributed Profits and Over-distributior 
of Profits 

Instead of the computations of average capital wit! 
which we were familiar for excess profits tax, wi 
now have an adjustment of the standard profits 
except where a minimum standard is taken, by 
reference to undistributed profits and over-distribu. 
tions of profits from the relevant date onwards. Ir 
order to arrive at something approximating to wha 
actually remains in or goes from a company’s coffer: 
each year, a definition of profit for this purpose i: 
laid down in Rule 2 of the Tenth Schedule, ver 
different from the profit arrived at under the Nint} 
Schedule for standard and chargeable profits. Thi: 
was a little disconcerting at first but we are nov 
accustomed to ignoring, in arriving at profits fo: 
distribution purposes, virtually all the variations o 
the profits tax rules, such as those dealing with 
initial allowances, balancing allowances and charges 
unreasonable expenses, spreading of expenses, bac! 
service payments and deferred repairs. In addition 
of course, directors’ remuneration -disallowed anc 
annual payments disallowed as not incurred for th: 
purposes of the trade, must be deducted in arrivin 
at profits for distribution purposes. 

An item which one might expect to be taken inte 
account in arriving at undistributed profits is interes 
on tax reserve certificates, but it is left out altogether 
It is true that it does not form part of the profits fo 
the purpose of any charge to taxation, but whethe 
it be regarded as tax-free income or as a diminutio1 
of the burden of taxation, it is undoubtedly a 
accretion to a company’s funds and ought to qualif 
accordingly for an allowance representing its earning 


capacity. 


Capital gains and losses 

The calculation of undistributed profits has anothe: 
somewhat surprising feature, in that capital surpluse: 
are not taken into account as such. So far as they 
arise from the proceeds of assets on which capita 
allowances have been obtained, they will be parth 
or wholly reflected, subject to a time lag, in balancing 
charges and thus find their way into the calculatior 
of undistributed profits. Where, however, capita 
surpluses arise on assets which have not been th 
subject of capital allowances, or where they represent 
an excess over original cost, they do not have any 
effect on under-distributions and over-distributions 
This is, I think, not so unfair as at first it seems 
If an asset has increased in value above its origina 
cost, possibly despite some years of use, the reasor 
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imay well be that its earning capacity has increased; 
lif that be so, the surplus on realization does not 
represent an inflow of new earning capacity calling 
for an adjustment of the standard profits. It must 
also be borne in mind that losses on the disposal 
of capital assets do not result in any adverse adjust- 
ment of the standard profits, except so far as balancing 
allowances diminish the profits brought into the 
Tenth Schedule calculations. 


Meaning of distribution 
The wide definition of distributions for profits tax 


purposes does not apply to excess profits levy. Rule 
I (3) of the Tenth Schedule refers only to: 


‘the net amount distributed for the accounting period 
by way of dividend or cash bonus to the members, 
_ or any class of the members, of the body corporate, 
as such’, 
and 
‘the value of any assets distributed in the accounting 
period in kind to the members, or any class of the 
members, of the body corporate, as such’, 


There is no distinction drawn for this purpose 
yetween director-controlled companies and other 
tompanies and there is no reference to amounts 
ipplied by way of loans or otherwise, for the benefit 
of any person. The result is that the type of dis; 
ribution frequently encountered in the 
tomputations of director-contro 
iamely, loans made to the direct 
s not classed as a distributj 
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Deg ke 


forward and applied to the next accounting period 


in the same way. 


Three points in this process are perhaps worth 


mentioning. First, the figure of loss to be dealt with, — 


although brought in to an excess profits levy com- 
putation, is the loss ascertained for income-tax 


purposes; this is quite logical since it is the non- — 
payment of income-tax which in the main has to be — 
allowed for. Secondly, the capital allowances to be _ 


dealt with are limited to those given on machinery 
and plant; no doubt this. covers by far the greater 


part of all capital allowances, but it is a curious and _ 
apparently arbitrary restriction, since capital allow- 


ances on industrial buildings are carried forward in 
exactly the same way for income-tax purposes and 
call for exactly the same modification of the assumed 
burden of tax represented by the halving of profits 
under the rules of the Tenth Schedule. Thirdly, the 
reference in Rule 1 (2) (b) to capital allowances 
carried forward under Rule 6 (3) of Cases I and II of 
Schedule D does not restrict the benefit to annual 
allowances, as one might at first think, because by 
Section 55, Income Tax Act, 1945, all allowances, 
including initial allowances and balancing allowances, 
Son ule 6 (3) of Cases I and II for 
ied forward where necessary. 


rather puzzling, 
over-distributed 
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STOCK INVESTMENT CONTROL 


By R. J. GIBBENS, F.C.W.A., A.M.LI.A. 


a few moments to consider what we really mean 
by ‘stock’ and ‘control’. 

‘Stock’, in my view, is material which has been 
delivered and which has been accepted, the cost of 
which has been paid, or is payable by the concern. 
It refers to all raw materials used in the manufacture 
of our products, ancillary 
materials for use in connection 
with production, work in pro- 
gress of manufacture, general 
stores for use on repairs, main- 
tenance and general factory 
purposes, bought-out finished 
parts and components, special 
contract materials and finished 
goods or products awaiting sale 
or delivery to customers. 

‘Control’ is defined in Nuttall’s 
Standard Dictionary as ‘Res- 
traint, authority, commang 
means of controlling, mechayg 
that controls’, which 
to me the means nde 


E the first place I think we could usefully spend 




























Method of Control 
The main difficulty is in deciding just what method 
of control should be used, and I think it is quite 
impossible to generalize as there is such a wide 
diversity in the various industries and trades, in 
customs, in methods of marketing, magnitude of 
business, modes of transport, importation, ex- 
portation, credit arrangements 
and duration of manufacture 
and treatment, that each con- 
cern has to consider and decide 
for itself upon the method best 
suited to its own purposes. 

As we are all well aware, the 
ideal situation would be one in 
which we could conduct the 
business with no ‘investment’ 
in stocks whatsoever, and I 
recall a lucrative manufacturing 
business of fair size which did 
in the past, and for considerable 
periods, function very satis- 
factorily without a penny piece 
being tied up in stocks. Gener- 
ally speaking modern business 
is not so fortunate and ways and 
wus of keeping investments at 

pleeelevels have to be 













tax 
companies, 
or other members, 
n in arriving at undis- 
ed profits for excess profits 


djustments for taxation borne or relieved 


he deductions for taxation are logical enough, 
anted the approximations on which they are based, 
ıt it is very easy to overlook that deductions for 
‘ofits tax on distributions for periods up to December 
st, 1951, are only half the amount of the tax. This 
ovision is for some reason relegated to an interpre- 
tion clause, Rule 4 of the Tenth Schedule, where it 
pears as a proviso to sub-paragraph (1). For later 
riods, profits tax on distributions is deducted in 
ll, because from January ist, 1952, it ceased to 
talify for income-tax relief. 

The incidence of income-tax and of profits tax on 
tained profits is, of course, reflected in the halving 
profits and losses ascertained by the rules of the 
enth Schedule. Tax on profits arising after the 
levant date may have been reduced, however, by 
ason of losses or capital allowances brought forward 
d credit is given for this type of relief by Rule 1 (2) 
L Once again in approximate fashion. Half the 
iount brought forward from any accounting period 
ding at or before the relevant date is brought to 
edit, limited to half the profits, computed according 
the rules of the Tenth Schedule, of the accounting 
riod for which undistributed or over-distributed 
ofits are to be ascertained; any excess is carried 











osses of a post-1946 compa 
There is another relief which 
connected with undistributed an 
profits. It was referred to by Mr J. E 
paper at the summer course last year, bu 
apology for mentioning it again, because I ha 
yet come across it in practice and it will be interesting 
to hear whether the law is being strictly applied by 
the Inland Revenue. The relief deals with companies _ 
beginning after January 1st, 1947, and is contained 
in the proviso to Section 46 (2) of the Act. It says 
that if, in the period from the relevant date to 
December 31st, 1951, losses exceed profits, the result 
may be treated as nil in ascertaining the company’s 
under-distributions or over-distributions for any ` 
period beginning with the relevant date and ending 

at any time after the end of 1951. Now under- __ 
distributions and over-distributions have to be ? 
ascertained to a date twelve months before the end ` 
of the chargeable period, so calculations for a period 
ending after the end of 1951 are only needed for a 
chargeable period ending after the end of 1952. It 
follows, therefore, that a net loss incurred by a post- —— 
1946 company between its relevant date and December ` 
31st, 1951, will inflict the normal penalty on its 
standard for its first chargeable period, but will be — 
treated as nil and inflict no penalty for all subsequent 
chargeable periods. It seems quite senseless, because 
obviously the intention is to help a new company 
which has incurred losses and it needs that help just 

as much in its first chargeable period as in later 
chargeable periods. 


(To be concluded.) 





ol is Necessary 


eel that control of the amount 
invested in stock is very neces- 
sary in any business under- 
taking, whatever its size, more 
especially in these modern days 
of credit restrictions, fluctuating 
prices and short supply, than perhaps at any former 
time. Without control there is a tendency for the per- 
sons responsible for production, for example, to carry 
more stock than is necessary in their endeavour toavoid 
any hold up of production, which in itself is a matter 
of vital importance, but in doing so they are ‘tying up’ 
funds which cannot be used for other purposes. 

If over-stocking is unchecked the amounts in- 
volved, particularly when there are several branches 
or departments holding ‘that little bit extra’ could 
not only place a very serious strain on the company’s 
finances, but may also lead to serious losses if prices 
were to recede. 

The reverse position could be equally serious in 
that factory production could be held up and plant 
rendered idle for lack of supplies. Also, when prices 
were on an upwards trend the opportunity to gain 
additional profits would be lost. In either circum- 
stances it seems to me that the answer lies in 
intelligent control which includes flexibility. 


EAST eT Se ee eee 
A paper given at a meeting of the London Chapter of the 
Institute of Internal Auditors on September oth, 1953. 


Mr R. J. Gibbens, F.C.W.A,, A.M.I.LA, 


thought out 
practice. 





Level of Stocks 


Before considering the par- 3 
ticular method by which our 
investment will be controlled, decisions have to be 
made as to what the stock requirements of the 
business will be in relation to all its activities, and 
taking into account all the many and various vital 
factors which can effect the stocks position. In other 
words, we have to decide as to what levels of 
stocks shall be held. This involves ‘planning’ or 
‘budgeting’ for some time ahead, possibly six or 
twelve months, or even longer, not only in respect 
of stock holdings, but for all activities of the busi- 
ness, which directly or indirectly affect stocks, such 
as sales, production, cash, maintenance, plant re- 
placements, etc. 

The formulation of the plans neccessitate estima- 
tion of quantities of products which will be sold, 
manufactured and held in process of manufacture, ` 
and detailed consideration of delivery problems, 
price trends, etc. We are all only too well aware of 
the complications and complexities of making such 
estimates and in this connection I would emphasize 
the urgent necessity for co-operation between the 
executives in all their various functions and of 
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employing all available assistance from technical 
- personnel, sales staffs, engineers, production staffs, 
etc., in building up the plans. Also, and I feel this to 


be vitally important, each departmental head should - 


be in complete agreement with the ultimate plan for 
his particular section -not only will he be more 
co-operative at the planning stage, in the knowledge 
that his ultimate agreement will be sought, but he 
will also do his utmost to make sure that the planned 
programme is followed; as a result diversions will be 
minimized. 


Plans must be Flexible 


Unfortunately, the best of plans and estimates seem 
to have a very nasty habit of going wrong, and un- 
foreseen circumstances do arise, such as unexpected 
price variations, temporary breakdown of plant and 
machinery, adverse weather conditions affecting 
“transport and running of plants, industrial disputes, 
international relationships, the effects of new 
inventions, customer requirements, etc., any of which 
can easily upset the whole of the programme. The 
plans have, therefore, of necessity, to be flexible and 
will most assuredly require some amendments 
from time to time. 


Stock Record System Essential 


We will now assume for our purpose that after 
considering all the various factors, our plans have 
been prepared and agreed at all levels, and that the 
stock holdings for all commodities have been decided 
upon as regards minima and maxima quantities etc 
for regular period ends either daily, weekly, monthly, 
or perhaps quarterly. The question then arises as to 
how and where the predetermined levels are to be 
recorded and by what method they are to be compared. 
with actual stocks carried. 

The answer to these questions will depend to a 
large extent upon the size of the business and the 
volume of stock items, but the important thing to be 
borne in mind is the speed and facility with which 
diversions from plan can be brought to light enabling 
the necessary corrective action to be taken. 

There are many ready-made recording systems 
on the market and according to the adverts one reads 
from time to time, they are all quite perfect and give 
results with the minimum efforts. If, however, one 
or other of these ready-mades are not entirely 
suitable, they can perhaps be modified to suit one’s 
own purpose, or, alternatively, a tailor-made system 
will have to be evolved. In any case, some efficient 
stock record system will be essential together with 
some means of bringing variations from plan promptly 
to notice. 

The most important point, in my view, is that the 


record is designed in such a manner that it is capable . 


of being maintained up to date with the least possible 
effort, Several well-known methods of stock recording 
come to mind, which have been found eminently 
satisfactory in suitable circumstances, such as: visible 
records with signalling devices; punched card 
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machines; hand-sorted| punched cards; manual and 
machine stock ledgers; card systems. 


Visual Control 


I have already endeavoured to stress the importance 
of the up-to-dateness of the records and I have found 
in practice that however good the system may be there 
always seems to be some time lag which is invariably 
unavoidable, and as a result I have come to the 
conclusion that quite efficient control, at least on the 
physical side, can ‘be attained by systematic stowage 
of the material, whether it be ‘tin-tacks’ or ‘railway 
tunnels’. 

What I am driving at is ‘visual control’ of stocks 
with all materials pre-counted or measured or weighed 
and stowed in consistent units within predetermined 
limited space enabling the assessment of stock by 
little more than the merest glance, assisted possibly by 
colour schemes to indicate predetermined minimum, 
ordering and maximum levels. 

In such circumstances, the desired information is 
automatically up to date and the true position of the 
physical stock is there for all to see. The amounts 
invested are not, of course, apparent from this source, 
nor are totals available for value or quantities, but I 
do feel that the all-important information on the 
state of the physical stock is promptly spot-lighted at 
the time when corrective action can and must. be 
taken. 

The financial aspect virtually follows the physical 
side and I feel that the control of the quantities of 
actual stocks in this manner provides the most 
speedy source of information to management and 
enables them to exercise a very practical control. 
Additional costs of such systematic storage is fairly 
expensive initially, but in the long run, with properly 
‘schooled’ personnel engaged on the work, ultimate 
economy with real ‘control’ results. The limitation 
of storage space may sound a little drastic and in 
some circumstances be very inadvisable, but with 
due care in deciding the limits and given provision for 
‘spare’ or ‘wholesale’ storage it is well worthy of 
serious consideration to ensure that overstocking can- 
not take place. 

Whatever methods or systems may be decided I 
have come to the conclusion that in order to efficiently 
control our investments in stock it is necessary for 
us to: 

i know the amount invested at any given time; 
ts know the amount intended or planned to be 
invested at that time; 

(c) have an efficient method of promptly reporting 

variations from plan, and 

(d) ensure prompt suitable action upon the reports. 


Classification of Stocks 
The detail involved in implementing the control 
will naturally vary in many ways and where the 
volume of detail is great it will probably be found 
advantageous to sectionalize or classify the various 
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stocks into groups of reasonable size in order to 
organize the clerical work over the available staff, 
each group being separately controlled to ensure 
accuracy. Top management will possibly be more 
interested in the group or class variations whilst 
the’ detailed variations within the groups can be 
handled at lower levels. The point I am trying to 
make here is that the larger and more important 
overall variations need more urgent treatment at 
higher levels than the lesser ones which can often 
be more easily and speedily rectified. Reports of all 
variations should be made at the earliest possible 
moment in each section and the sections summarized 
into a complete statement as frequently as considered 
necessary or desirable and immediate action taken 
to rectify the position. 


Assistance from Internal Auditors 


T have mentioned a few points and touched upon some 
facets of problems connected with stock investment 
control, as I see them, which, although familiar to 
most of you, are perhaps worthy of repetition. The 
question now arises: ‘In which way can we, as internal 
auditors, be of service to management in this im- 
` portant matter?’ I submit that we could assist in the 
following ways: 
(1) Evolve a method of control which would be 
suitable to the particular concern. 
(2) Assist in the determination of the practical 
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levels of stock necessary to efficiently run the- 
business. : 

(3) Systematically examine the records and make. 
recommendations in the light of changing 
conditions, as to further economies, improved 
efficiency and variations to plans. 


Ensuring Reasonable Levels of Investment 


Finally, and I think more importantly, what can we 
do to ensure that the investment remains at reasonable 
levels? 

So much depends upon the set-up of the particular 
organization and the scope of the particular job, but 
I feel that by carrying out the following procedure 
we shall go a long SS towards achieving the desired 
results: 

(1) Continually examine the planned levels in the 

light of current conditions and practice. 

(2) Carefully investigate reasons for slow movement ` 

of stocks or redundancy. 

(3) Consider effects of price variations. 

(4) Examine variation reports and check efficiency 

of system. 

(5) Produce action provoking reports to manage- 

ment. 

There are many other problems connected with 
the subject and no doubt many other ways in which 
the internal auditor can be of real assistance to 


Management. 


WEEKLY NOTES 


The Formal Principles of Company 
Accounting 


In a research lecture delivered at the Incorporated 
Accountants Hall on October rgth, Professor F. 
Sewell Bray, F.c.a., F.8.A.A., Stamp-Martin Professor 
of Accounting, re-examined the general character- 
istics of public company accounts as matters of form. 
In his opinion, there are th ee serviceable ideas 
associated with the description of economic activity 
which are relevant to‘accounting. The first, that of a 
continuous flow of goods and services and of financial 
incomings and outgoings through time. The second, 
that of changes in stocks of possessions over time. 
The third, that of stocks of possessions and financial 
claims at a moment of time. 

Mr Sewell Bray then suggested a plan of accounts 
set to this framework of economic activity: 

A profit and loss account (the ‘flow’ account) 
designed to reveal the operating profit, exceptional 
transactions, total income, transfers out of that 
income (such as taxation and dividends) and the 
retained income of the period. 


An account for sources, earmarkings and utiliza- ` 


tion of funds (the ‘capital change’ account), Part I 
of which should be designed to reveal appropriations 
of retained income, adjustments relating to past 
` years, withdrawals from reserves, and the reported 
increase in undistributed income; Part II should 


reveal capital changes, the saving’ of the period, 
depreciation and gross asset formation, changes i in 
money capital and long-term claims, capital gains 
and losses and the reconciling changes in current 
claims and monetary balances, provisions and 
deferred liabilities. 

A balance sheet (the ‘stock’ account) designed 
to show, inter alia, price change adjustments (sub- 
divided between depreciation and inventories and 
grouped with capital and reserves), and a division of 
inventories between standard inventories (shown 
with fixed assets) and excess over standard (grouped 
with current asset claims). 

In Professor Sewell Bray’s opinion, the capital 
change account is important for a company’s proper 
understanding of its own affairs, e.g. to indicate finan- 
cial limits on rea/ investment or the financial implica- 
tions of changing tax reserves. It also serves such 
factual inquiries over a wide area, as seek to provide 
information for the implementation of reasonable fiscal 
policies. ‘I shall continue to press for its permanent 
place in public company. accounting,’ he concluded: 


A Prosperous Fund 


The report and accounts for the year ended April 
5th, 1953, of the committee of management of the 
National Coal Board staff superannuation schemes 
have just become available. They record another 
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year of considerable expansion both in the total 


` numbers of contributory members and in the funds 


accumulated for investment. These increases are 
mainly due to the widening of eligibility for member- 
ship and to the incorporation in the main fund of 
pension schemes taken over by the Board when the 
industry was nationalized. At the date of the chair- 
man’s report, 81,000 members were contributing for 
the usual retirement and other benefits on their own 
account and 14,500 for widows’ pensions and depen- 
dent children’s allowances. The corresponding 
figures at April sth, 1952, were 64,000 and 4,800. In 
the year to April 5th, 1953, the total fund grew from 
£24 million to £34 million, more than half of which 
is invested with central and local government 
authorities. Debentures account for another 13°56 per 
cent and industrial preference and ordinary stocks 
for 22°67 per cent. 

The total income for the year was £9,865,874, made 
up of contributions from members of £8,743,985 and 
investment and other income of £1,121,889. Normal 
and family benefits paid out amounted to £1,139,766. 
It is expected that, on present income and expendi- 
ture levels, the annual accretion to the fund will be 
about £8 million. An actuarial valuation as at April 
sth, 1953, is now in progress and should be com- 
pleted early next year. The report and accounts, 
together with a statement by the chairman, Sir Eric 
Coates, run to thirty-two pages and are admirably 
documented and illustrated with pictograms. 


A Fuel Efficiency Company 

The debates in the House of Commons on Monday 
on the annual reports of the nationalized industries 
ranged over a variety of topics and had, what is in 
this context, a commendable freedom from party 
politics. On coal, the Minister was able to say that 
production has been improving compared with this 
time last year and, aided by mild autumn weather, 
stocks are reasonably above the danger level. Other 
points on coal were the prospect of an improvement 
in the rate of capital investment, which up until 1953 
has been woefully below the target rate, and the 
decision of the National Coal Board to look over its 
organization and, among other things, increase the 
degree of responsibility at pit and area level. 

There was a little, if only a little, news about 
atomic power stations. It is expected that the Calder 
Hall establishment in Cumberland and the new 
breeder reactor will provide about 50,000 kw. a year. 
Quite apart from the debate, rumour persists that 
Scotland will soon provide the site for the first com- 
mercial atomic power plant. 

` One of the interesting pieces of information in the 
debate was the Minister’s announcement of a ‘non- 
profit-earning company to provide increased fuel 
efficiency advisory services. In providing general 
advice and giving assistance in obtaining the econom- 
ical use of fuel, heat and power, the new company 
will take over progressively and extend the work at 
present being done by the Ministry of Fuel in that field. 
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Sir Leslie Hoilinghurst has been nominated as 
chairman of the new company which will be called 
National Industrial Fuel Efficiency Service. The 
British Productivity Council has nominated the 
following as directors: Sir Patrick J. Dollan, Sir 
John Hacking, Sir Edward Herbert, Mr Leslie A. W. 
Jenkins, Mr Henry F. H. Jones, Mr E. Julian Pode 
and Mr Jack Tanner. 


Pressure on Purchase Tax 


A campaign to abolish purchase tax on textiles is to be 
launched on behalf of seventeen textile organizations. 
This decision has come out of a joint meeting of 
leaders of trade associations covering all sections of the 
industry except wool. It is quite clear that a concerted 
attack on purchase tax is to be made by trade and 
industry to come to a head at the time when the 
Chancellor of the Exchequer prepares his budget 
for next April. 

Purchase tax, as it exists now, is no more than an 
administrative and fiscal convenience. As an adminis- 
trative convenience it has been modified, adjusted, 
and chipped away here and there in response to 
pressure from trade and industry on the one hand, 
and what are considered in the official view to be the 
needs of economic policy on the other. In conse- 
quence, it now bristles with anomalies and it is the 
anomalies which give the prima facie case for re- 
forming and perhaps abolishing the tax. The more 
basic reason for drastic change is the widely-held 
opinion in all quarters that the tax is bad in principle, 
and that a more simple, equitable impost could be 
devised which would fall at the point of sale to the 
general public, rather than at the wholesale level. 
But it is here, where reform means changing the 
method of calculating the tax on turnover, that 
divergent opinion becomes apparent within trade 
and industry itself. 

Complicated as changes may be to introduce in 
the existing tax, the greatest difficulty of all in the 
way of reform is the fact that the tax brings in 
revenue at a time when retail sales are booming and 
the economy in the official view is set fair. There is 
no urgency at such times to stimulate consumer 
demand. Official thinking is about at this stage at the 
moment, and under these circumstances the Ex- 
chequer point of view tends to be based very much 
on traditional lines. If the Treasury is persuaded 
that no new initiative is required in economic policy, 
the view tends to predominate that no tax remissions 
should be accepted without a corresponding amount of 
revenue being raised in some other way — unless a 
useful fall in the overall expenditure of the Govern- 
ment can be foreseen. 


Lower Local Loan Rates 


The rates charged by the Public Works Loan Board 
to local authorities for loans were modified as from 
Tuesday of last week. Loans up to five years now 
cost AN per cent; from five to fifteen years 3$ per 
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cent; and for periods over fifteen years 4 per cent. 


These rates compare with 2}, 3% and 4} per cent 


„respectively. 


E WW Pause in Prices 


_By coincidence, the latest available information about 
the level of the cost of living and that of basic raw 
materials shows them to be stable. The official retail 
index has not moved since March; basic raw materials 
prices in September were unchanged on the previous 

month. There is clearly a lull of some sort taking 
place. ` 

The useful decline in raw materials prices which 
has been going on for several months would normally 
have had an effect on retail prices before now 
but the removal of food subsidies and the pressure 

‘of higher wages has kept retail prices up. Between 
March and September, however, the retail index has 
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clearly benefited to some extent from the fall in 
world commodity and materials prices. This decline* 
must have played a part in keeping retail prices in 
check. But now the basic materials prices index has, 
stopped falling and the question arises whether a 
modest rise in such prices would be quickly imparted 
to the cost of living. Probably it would. The benefit 
of falling world prices should have been felt on retail 
prices this summer for among. other things it would 
have helped to keep wage costs down, since many 
workers have their wage rates tied to the cost-of- 
living index. This opportunity to chip costs and 830 ` 
improve this country’s export position by givin 

goods a better competitive edge has not been Gi 

A further fall in commodity prices could now probably 
be passed ori to the cost-of-living index fairly quickly 
— but it is by no means certain that the world price 
level will move in a way to bring this about. 


FINANCE AND COMMERCE 


Stock-markets are at present dominated by the offer 
of ordinary shares in The United Steel Companies 
Ltd, the first of the denationalized steel concerns to 
offer its equity to public investors. Lists for the offer 
do not close until November gth. Generally, the 
‘undertone of markets keeps firm. 


Burton’s Recovery 


In the 1953 aoc accounts of Montague Burton Ltd, which 
we reprint this week, this multiple tailoring company 
is able to show some recovery from the disastrous 
effects of the boom and subsequent slump iñ wool 
prices. There is a profit in the holding company of 
£167,029 following the previous loss of over £600,000 
calculated after taking £r million from general 
reserve against loss on forward commitments. The 
remaining £500,000 of the reserve has now been taken 
to stock contingencies ‘as further provision for 
possible stock losses. 

The main feature of the accounts is the reduction 
in the stock position and in the debt to bankers. Even 
at their present level of £10} million, however, the 
company’s stocks, says the chairman, ‘still present us 
with difficult realization problems’. 

The company’s difficulties were accentuated 
by the death of its founder, the late Sir Montague 
Burton. Since the close of the year under review, 
Burtons have purchased the ordinary capital of 
Jackson the Tailor Ltd, and thus secured not only a 
profitable and expanding trade investment but also 
the benefit of that company’s successful management. 
Mr Lionel Jacobson, Jackson’s chairman, has become 
Burton’s managing director. 


s Splitting the £ 
The directors of the Neepsend Steel & Tool Cor- 
poration Ltd present shareholders with the now 
amiliar segmented circle to show ‘how every £1 
sterling of sales was distributed during the year 


1952-53’. The size of the segments shows what pro- 
portion of sales went in the various ways. The story 
is then retold in plain won and figures as T 


I 








Per cent zi S e 
Purchases, including materials, i 
ed articles, services, etc. 65°04 13 or 
E and depreciation of . 
, Plant and derea 2'23 sé 
ies, bonuses; national 
TE etc, + 1503 3 o 
Rates and taxes .: ` IO'1L 2 of 
Dividends paid to. stock share- i 
holders . $ 241 2 
Retained in the business 5'18 I of 
100% £r o o. 





From this, it would seem to be only a matter of ` 
simple arithmetic to translate the £ of sales and the 
percentages into gross sales etc. via the figures in the 
actual accounts: 5#d is to £1 of sales as the amount 
shown in the accounts as paid in dividends is to total 
sales. Why not then take the thing to its logical con- 
clusion and build up the accounts from the sales 
total? f 

Facsimile Signature 

We noted last June the putting of a personal touch 
into an auditor’s certificate by making the report in 
the form of a reproduced typewritten letter from the 
auditors to shareholders with a facsimile of their 
signature. Although this is quite a common practice 
with American companies, it was an innovation here 
and we had the assurance of the company’s secretary 
that it had received the approval of the Institute. 

Messrs Moore, Stephens & Co, Chartered Account- 
ants; the auditors concerned, have, we notice, now 
extended this method of reporting to the accounts 
of another of their clients, S. Schneiders & Son Ltd, 
clothing manufacturers. The firm’s signature is by a 
different hand but the style of the report is the same. 
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The auditor’s report in both cases is given a full 
page in the report and accounts and carries an air of 
distinction and importance which is missing from the 
few printed lines one normally sees at the foot of a 
company balance sheet. 


Technicolour Bar 


Word-coining has its pitfalls. In all innocence we 
tried to give an impreasion of vividness of colour in 
our description of the pictures in colour which are 
part of the report and accounts of Sir John Hulett & 
Sons Ltd, by coining an adjective — ‘technicolour’. 
We can hardly believe that our readers were misled 
into thinking that we were describing a cinema film, 
yet it is pointed out to us by Mr A. Allen, the secre- 
tary of Technicolor Ltd, that the word ‘“Techni- 
color’ is the registered trade-mark of the Technicolor 
Motion Picture Corporation of Hollywood, Cali- 
fornia, and that his company is its registered user. 
By the use of quotation marks, we hoped it would 


THE ACCOUNTANT 


503 


be seen that the word was used out of its usual con- 
text which is, of course, the ‘Colour by Technicolor’ 
one sees at the cinema. 

Mr Allen asks us to ensure that where reference is 
made to his company’s products, the name of the 


. film in question is followed by the words ‘Colour by 


Technicolor’. As it happens, we write about company 
accounts and not films so the point is hardly likely 
to arise. 

Owners of registered trade-marks very properly do 
their utmost to protect them from wrongful applica- 
tion, but it is very difficult to keep a word in confine- 
ment once it begins to become part of a language. 


Money Market 


Treasury Bill applications totalled 353,170,000 on 
October 23rd and bidding at Zog oe 6d the market 
obtained 55 per cent of requirements. The average 
rate was {2 1s 11-67d per cent. This week the offer 
is held at £240 million. 





MONTAGUE BURTON LIMITED AND SUBSIDIARIES 
Statement showing Movement of Reserves for the year ended March 31st, 1953 


STATEMENT ‘A’ 





Capital Reserves 


Montague Burton Ltd 
Balance of Profits prior to Incorporation sé gi ge e 
Profits on Sales of Properties 


Surplus arising on changes In tenure of freehold and ieasehald properties | 


Surplus on liquidation of a Subsi . 
3} per cont First Mortgage Cie et Stock Redemption Reserve. 


Montague Burton Ltd Balance Sheet (Ref. 1i) oe Sa 


Subsidiaries 
Profits on Sales of Properties 


Surplus arising on changes In tenure of freehold and leasehold properties ` i 


Capital Redemption Reserve: 

5 per cent Redeemable Cumulative Preference Shares .. 
Debenture Redemption Reserves: 

4 per cont First Mortgage Debenture Stock 


Premium on issue of 5 per cent Redeemable Cumulative Preference Shares 


Premium on Issue of 4 per cent First Morterga Debenture Seok SS 
Excess Profits Tax Post-war Refund as 


Consolidated Balance Sheet (Ref. ii) 


























Revenue Reserves 


Montague Burton Ltd 
General Reserva .. 
Stack Contingencies Reserve. 
Profit and Loss Account Balance 


Montague Burton Ltd Balance Sheet (Ref. Il!) 


Subsidiaries 
Future Taxation: 
Income-tax Schedule D, 1952-53, franafazres to Currane Toton 
Income-tax Schedule Di 1953-54" 
Profit and Loss Account Balances oe as DÉI D . 


Consolidated Balance Sheet (Ref. H) .. | 














Besch 
At Approprk- At 
March 31st Tranders Porh March 31st 
1952 during year during year 1953 
£ £ £ £ 
19,659 19,659 
i 63,580 161,146 224,726 
ve 2,363,948 (72,941 2,536,889 
953,162 12,541 940,621 
. 243,500 48,84! 
3,643,849 321,546 48,841 4,014,236 
13,315 694 12,621 
1809 7,809 
19,559 2,727 22,286 
65,475 8,539 74,014 
7,500 7,500 
5,250 5,250 
i 2,282 2,282 
121,190 694 11,266 ‘131,762 
ek gie +» £3,765,039 £320,852 £00,107 £4,145,998 
Profits 
At and Appropria- At 
March 3ist Transfers tions March 3ist 
1952 during year during year 1953 
£ £ É £ 
500,000 500,000 — 
500,000 500,000 
214,622 2,188 216,810 
714,622 2,188 — 716,810 
55,000 55,000 
71,150 71,150 
292,598 17,999 310,597 
347,598 37,001 71,150 381,747 
£1,062,220 £34,813 £71,150 £1,098,557 
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CORRESPONDENCE. 


Letters must be authenticated by the name and address of the woriter, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Accounting Research into Retail Trade 


Sir, — Why is it that much, indeed most, of present- 
day thought and literature on costing, budgetary 
control and management, relates to manufacturing 
industry? The retail and distributive trades have 
many problems requiring as much attention as the 
factories and production centres receive. 

As an example, it is comparatively easy for the 
owner of a single retail shop to record what he has 
sold, and to replace his stocks. But multiply this for 
ten, fifty or 100 shops, and there is a major 
accounting and statistical problem — to record sales 
in sufficient detail to enable a central buying policy 
to function; add to this the problem of allocating 
merchandise in short supply to branches in relation 
to their selling capacity for that style of merchandise; 
here is a field for research as yet almost untouched. 

Likewise, the comparative costs of accounting at the 
branches or in a centralized unit, warehousing or 
direct delivery by suppliers, the difficulties of retail 
stock control, remuneration of staff, integrated cost 
and financial accounts, are all matters on which the 
retailer needs, and should have, the benefit of the best 
brains in the profession. 

If Britain is a nation of shopkeepers, let those 
engaged on accountancy research recognize the fact 

when planning the scope of their future investigations. 
Ki Yours faithfully, 
D. M. MILSTONE, aca. ` 


Wembley Park, Middx. 


Stamps on. Receipts 


Sm, -The letter from your correspondent, Mr 
Donald Barber (October roth issue) reminded 
me of a letter received from a firm which contained 
the following paragraphs: 

‘It has been our practice to issue a receipt: for 
each remittance made against our accounts. 

“We are of the opinion that the receipt does not 
serve any useful purpose in the accounting systems 
of the majority of firms, and that we could, without 
causing any inconvenience to our customers, dis- 
pense with this document, thereby saving us the 
expense of issue and you of handling. 

‘If you require receipts for the convenient 
working of your internal procedure will you please 
ask us to continue them, when we will gladly 
satisfy yeur request. 

‘Unless we receive such a request from you we 
propose to discontinue the issue of receipts to you 


forthwith, J 
i Yours faithfully, 
O. BIRLEY, 
Chief Accountant. ` 
Tre LIMMER & TRINIDAD LARR 


London, SW1. ASPHALT COMPANY LTD. 


‘Management Accounting: the Cash Forecast’ 
Sir, — I was interested to read both Mr Liddington’s 
article (September roth issue) and Mr Metcalfe’s 
letter (October 3rd issue) on the above subject. The 
examples of SI forecasts shown by both contribu- 
tors are similar as regards basic principle but different 
in form; Mr Liddington concentrates on details of 
forecasted capital expenditure whereas Mr Metcalfe 
prefers to show the movement in working capital 
requirements supported by a separate forecast of 
capital expenditure. 

I favour the latter method, but I think that the 
figures could be presented in even simpler form. I 
have used Mr Metcalfe’s figures in the following 
example, but I think that his figure of forecasted 
profit should have read £160,000 if the addition of 
£20,000 depreciation were to give a cash surplus of 
£180,000. ; 
i Caen FORECAST 

Twelve months to December 318t, 1953 
Forecast profit for year after charging E £ 











tion, but before taxation 160,000 
Add Depreciation 20,000 
£180,000 
Deduct Capital expenditure (per 
forecast on the lines of Mr 
Liddington’s example) Si 150,000 
Taxation payments . pa 100,000 
Dividends .. 50,000 
Working capital requirements: 
Debtors... «+ £50,000 
Stocks Ss 50,000 
Current liabilities . - 40,000 
; ! 60,000 : 
j 360,000 
Net cash surplus /deficit for year 180,000 
Cash balance at January rst, 1953 150,000 





Estimated overdraft at December 31st, 1953 £30,000 





This form of cash forecast can be carried a stage 
further; that is, the preparation of a forecast balance 
sheet so that the assets.and liabilities at the end of the 
period under review can be compared with the actual 
position at the date of the forecast. 

Yours faithfully, 
Dublin, C8. F. P. GUILBRIDE. 


Autumnal Meetings 

Sir, — In your issue of October 24th,’ Mr Allcoat 
considers it an advantage that ‘everyone should be 
together’ and suggests a small liner better to achieve 
his purpose. 

I venture, politely, to disagree. i 

A little experience prompts me to assert that small 
liners are not conducive to good temper. 


` Yours faithfully, 
Blackheath, SE3. GUY NEELY. 


October 31st, 1953 


Accountants’ Christian Fellowship 


Sir, — As a result of the correspondence on this 
subject which you were kind enough to publish, the 
number of people who have written to express their 
interest is now over one hundred and twenty. 

A meeting for the purpose of electing 2 chairman 
and officers and the formulation of general policy has 
been arranged for Friday, November 27th next, at 
5.30 p.m. at The Bible House, 146 Queen Victoria 
Street, London, EC4. 

Perhaps I should add that the main entrance of 
The Bible House is closed at 6 p.m. and admission 
can only be obtained by the back entrance after that 
time. 

I do hope that as many of your readers that can 
possibly do so will be present, whether they have 
already written to me or not. 

Yours faithfully, 


; BRUCE JONES. 
Wembley Park, Middlesex. 


Soft Drinks Factory: Costing System 


Sir, - I would be very glad if you could allow space 
in your columns for me to ask if any reader is able 
to tell me where I can find a fully described costing 
system for a mineral-water factory. I wish to install an 
efficient systern in two businesses — one manufacturing 
various drinks in various sizes and. also purchasing, 
from suppliers, bottled drinks such as cider, for re- 
sale; the other only manufacturing one drink in three 
sizes. In each case the products are distributed to 
customers by road, and calculating transport costs per 
dozen bottles is a difficult problem. Transport costs 
are not the sole problem, of course, and I am anxious 
to obtain a complete system. 
Yours faithfully, 
SQUASH. 


Attitude Surveys in Industry 

Sm, — The necessarily brief comment in your issue 
of September 12th [‘Weekly Notes’, p. 312] on the 
attitude surveys carried out by this Institute may 
possibly create some misunderstanding, and I shall 
therefore be grateful if you will allow me to add a 
little to what you have written. The object of these 
surveys is not to encourage people to air grievances, 
although it is true that the opportunity to voice a 
grievance very frequently has a therapeutic value, 
and the opening up of communications which can be 
achieved by such a survey is valuable in itself. The 
object is to discover what employees think of their 
jobs from every point of view, so that the manage- 
ment may be given indications of steps which should 
be taken to improve conditions. 

The comments of the employees are by no means 
all complaints and grievances; in the normal firm 
there are numerous expressions of appreciation, and 
there are always many constructive proposals for 
changes, not all of which are directly concerned with 
the workers’ welfare, since they cover questions of 
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efficiency of operation of the organization. The 
investigator sets out all the different comments he has 
received, so that they can be brought individually 
to the notice of the management. He makes no attempt 
to check the accuracy of each statement which has 
been made, since the fact that it has been made is 
itself important, and the management should con- 
sider each remark and take appropriate action on it. 
Grievances can be considered as symptoms, and 
it is not sufficient to treat symptoms alone. Conse- 
quently, the investigator has to attempt a diagnosis 
of the underlying causes of the situation as it is 
revealed by the workers’ comments. In reaching his 
conclusions he cannot, of course, accept opinions 
at their face value, but he must discover whether the 
facts of the situation are those suggested by his 
analysis of the remarks. His diagnosis will point 
to probable weaknesses in organization, policy and 
practice which demand management’s attention, 
and this is perhaps the most valuable aspect of the’ 
procedure. 
Yours faithfully, ` 
C. B. FRISBY, 
i Director, 


NATIONAL INSTITUTE OF 


London, Wr. INDUSTRIAL PsycHoLocy. 


Taxation of Doctors: Danckwerts Award 
Sir, — The problem raised by "CA." (October 24th 
issue) of the taxation of sums paid to doctors under 
the Danckwerts award, is only one special example: 
of the general difficulty, more apparent in the case of 
new businesses, of explaining to clients the difference. 
between notional profits on which income-tax assess- 
ments are raised and the actual profit earned in the 
years of assessment. Se 

The Danckwerts award is apportionable over the 
respective financial years in which it was earned and 
added to the profit for these years. However, as the 
illustration showed, the award (£2,500) covered a 
period of 24 years although it was brought into the 
computation of assessments (£3;500) in respect of 
34 income-tax years. Clearly if, as stated by ‘C.A.’, 
no advantage is gained by claiming under Section 129 
of Income Tax Act, 1952, profits must be rising and, 
therefore it could be pointed out to the client that the 
assessments for the years 1952-3 and 1953-4 were 
below actual profits earned in these years, although 
this benefit is now relatively reduced by the additional 
income in the first year which is the basis for three 
assessments. If the practice had terminated in June 
1952, only the £2,500. received would have been 
taxed. 

The position can only be assessed as a whole, and 
although additional assessments are raised because 
of the award, difficulty is created by attempting to 
compute the liability on the award separately. 

‘Yours faithfully, 
STUART M. LEVER, M.A., A.C.A. 


London, EC2. 
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‘TAXATION CONFERENCE 


HIGHLY SUCCESSFUL THIRD ANNUAL EVENT | 
AT BOURNEMOUTH 


The record attendance of nearly eleven hundred 
augured well for the success of the third annual 
conference organized by our contemporary Taxation 
at Bournemouth last week-end. 

The addresses and proceedings at the business 
sessions were of the high standard set at the previous 
conferences and the efficient organization which was 
apparent throughout the conference, coupled with the 
almost exceptionally fine weather for this time of the 
year, played no insignificant part in ensuring yet another 
success. 

Inaugural Address 


The conference commenced on Friday, October 23rd, 
with the opening address of Mr Ronald Staples, 
Founder-Editor of Taxation, in which he extended a 
warm welcome to those present, many of whom had 
taken long journeys in order to attend. There were, 
he said, 

‘. .. not only readers from all parts of Great Britain and 
Ireland, but visitors from Denmark, Hong Kong, Cyprus, 
Belgium and Egypt’. 

He continued: 

‘It gives us great pleasure also to find so many repre- 
sentatives of the Inland Revenue department amongst us, 
and I would like to say at this stage how much we appreciate 
the ready co-operation of the Board of Inland Revenue in 
permitting high officials of the department to take part in 
our deliberations. 

‘Industry also is directly represented here in a big 
way. One of my assistants took it upon himself to calculate 
the aggregate capital of the leading companies who have 
sent their own financial executives here and I find it far 
exceeds £200 million. The capital represented by the 
professional members of this audience must reach many 
hundreds of millions,’ (Laughter.) 


Taxation Diploma 


Mr Staples referred to the panel of distinguished 
speakers and chairmen which had been assembled for 
the conference, and then turning to professional 
matters, he went on: 


‘We believe that there exists today no adequate test of a 
Practitioner’s ability in the sphere of taxation. Of necessity 
the examinations of the professional bodies, while covering 
to a limited extent this most vital and specialized subject of 
taxation, nevertheless cannot provide a test which gives the 
hall-mark of the master of this subject. We propose to 
conduct a three-day examination in various parts of the 
country which will without question provide this test, 
and we believe that practitioners will welcome such a step. 
The Taxation Diploma, which will be awarded to successful 
candidates, is intended to be the “blue riband” of taxation 
practice, and we feel that a candidate for a taxation post 
may be regarded as adequately fitted technically if he holds 
that diploma and may be accepted without hesitation as a 
master of taxation. We believe, too, that many practitioners 
will desire to hold the Diploma if only to satisfy themselves 
that their knowledge is adequate and up to date. The first 
examination will be held.in November 1954. 


Initial Allowances 


‘It is pleasing to note that the national and international 
situations today are somewhat less disturbing than they 
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were at the times of our previous conferences. Yet industry 
and commerce have received but little encouragement 
from the Exchequer. Through the inability of trading 
companies to plough back into their businesses sufficient 
of their incomes to meet their needs for expansion, and 
indeed to successfully carry on their accustomed organiza- 
tions, industry has become impoverished. The needs of 
defence are tremendous and terrible, but I do believe that 
some substantial relief to industry would amply repay the 
Chancellor of the Exchequer. I feel that one of the most 
promising fields where this can be given is in regard to the 
wear and tear of plant and machinery. If the recommenda- 
tions of the Millard Tucker Committee on the Taxation 
of Trading Profits were adopted in relation to initial 
allowances, it would be a material encouragement to 
industrialists to renew obsolete plant and machinery. Such 
renewal is essential to recovery and would help our 
industrialists to meet those of other countries on more 
equal terms. It will be remembered that in the Income Tax 
Act, 1945, an initial allowance of 20 per cent was made, and 
that this was increased under the Finance Act, 1949, to 40 
per cent. Unfortunately, the Finance Act of 1952 repealed 
the initial allowance and the 1953 Act restored it only to 
the extent of 20 per cent. It is to be hoped that the Chancellor 
of the Exchequer will see his way to increase this allowance 
to at least 40 per cent in the next Finance Act. 


Investments in Government Securities may 
reduce taxation burden 


‘I believe that seldom, if ever, has so large a body of people 
met together in conference enjoying such a wide influence 
in an advisory capacity in relation to the investing of the 
taxpayer’s money. The advisers to the local tradesmen, no 
less than the accountancy and legal advisers to great 
industrial companies, are in a position to influence the wise 
investment of what savings their clients can retain. I think 
it our duty to recall here that, used in the right way, that 
body of advisory ability might well make possible a reduc- 
tion in the burden of taxation. I am convinced that we can 
serve the taxpayer in this regard if we bear in mind through- 
out the year that money invested in Government securities 
can have no effect other than to lessen the pressure on 
the taxpayer’s pocket. In looking to the Chancellor of the 
Exchequer to relieve industry, let us all do our part in tht 
way I have indicated to make it more easy for him to do so.” 


Welcome by:the Mayor 


Mr Staples concluded his address with a tribute to the 
town of Bournemouth which, he said, was ‘famed 
throughout the land as one of the most beautiful of 
British watering places’. 

The Mayor of Bournemouth, Councillor H. P. E. 
Mears, ong. then extended a civic welcome to the 
Conference. 


Taxation of Farming Profits 


The first business session was presided over by Mr 
H. J. Bicker, J.P., r.s.4.a., and was addressed by Mr 
E. A. Bell, M.A., B.SC.(AGR.), B.SC.(FOR.), F.A.C.C.A., OD 
the subject of “Taxation of farming profits’, 

Mr Bell stressed that farming was an extremely diverse 
industry embracing such widely different things as dairy 
farming in Dumfriesshire, growing seed potatoes in 
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, Perthshire and sheep-breeding in Sutherland. Just as there 
were general principles of book-keeping applicable to all, 
so there were general principles of taxation, but, nevertheless, 
each individual case had its own problems and must be 
dealt with on its merits. 

The speaker traced the history of farming taxation since 
1799 and observed that although in former times farmers 
had enjoyed favourable treatment, an important consequence 
had been that our land had been kept in good heart for the 
enormous demands to be made on it in two world wars. He 
showed that the step taken in 1941 of putting some of the 
bigger farmers on Schedule D instead of Schedule B was 
foreshadowed by the Royal Commission report of 1920. 
The Commission’s recommendation had perhaps not been 
implemented because of the depression in the inter-war 
years. The ways in which the perhaps anomalous tax 
position of the farmer was put to good advantage by 
individuals were many, and the speaker gave an interesting 
account of them. Even now, under Schedule D, the farmer 
could so arrange his policy as greatly to minimize his tax 
liability. He could grow-crops which bring comparatively 
little cash but which are extremely kind to the soil; he can 
conserve the value of his herds by retaining the best 
animals and selling the others. 

Another consequence of the change in taxation law was, 
in the speaker’s view, social rather than financial. The 
‘common purse’ system followed by farming families in 
Scotland, under which all receipts broadly speaking went 
into a common fund on which all the family could draw for 
certain conventional purposes, was being replaced by formal 
partnerships and arrangements under which the farmer’s 
wife and family received their individual weges. By and 
large this change was for the better. A third consequence 
of the change was a falling off in the practice of ex i 
commodities instead of selling and buying for cash, 


Special Schedule D Rules for Farming 


Mr Bell pointed out that although farming was now within 
Schedule D, tax law still applied special rules to it in a 
number of instances. In the first place all farming carried 
on by one person or partnership was one trade and conse- 
quently there was no question of succession when a farmer 
went from a small farm to a bigger farm or vice versa, or 
when he took over an additional farm from someone else. 
The assessment continued to be based on the preceding 
year’s profit. 

Another significant difference lay in the unusually 
generous capital allowances for agricultural capital expendi- 
ture, allowances that ran with the land rather than with the 
individual taxpayer. 

The speaker dealt finally with the various ways in which 
practical use could be made of properly drawn-up farm 
accounts. His address was supplemented by some printed 
specimen figures which members of his audience were 
supplied with. After the close of his address he answered 
a number of questions. 


Cocktail Party 
In the evening members of the conference and their 
ladies attended a cocktail party given by the Editor 
of Taxation in the Pavilion Ballroom. 


Mock Computation Interview 


On the morning of Saturday, Octeber 24th, members 
of the conference were both diverted and instructed 
by a most ingeniously staged representation of an 
interview in the office of an Inspector of Taxes, at 
which the tax computation of a large company was 
agreed. Nothing was wanting in authenticity; the 
familiar official furniture was there and the part of 
the Inspector was played by Mr H. A. Bradford, 
A.8.A.A., who is a Principal Inspector. Mr Percy F. 
Hughes, a.3.4.A., played the part of an accountant 
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representing the taxpaying company, and Mr H. M. 
Whalley appeared as a director, The audience had been 
supplied with the figures which were being discussed 
and as the computation proceeded the agreed adjust- 
ments were chalked up on a blackboard by Mr J. M. 
Cooper, A.A.C.C.A., A.C.1.3. 

It would be difficult to imagine a more effective way 
of instructing tax practitioners in the practical problems 
of negotiating liability in complicated cases, particularly 
when opportunity is taken, as happened, of introducing 
some humorous touches into what must inevitably be 
a somewhat dull and difficult subject. The organizers 
of the conference are indeed to be congratulated on a 
brilliant idea ably carried out. 


Back Duty: Penalty Sections 


In the afternoon of the same day, Sir Harold Howitt, 
G.B.E., D.S.0., M.C., D.C.L., J.P., F.C.A., took the chair 
when an address was given by Mr Roy Borneman, Q.c., 
on back duty penalty sections. 

Mr Borneman startled his hearers by observing that 
probably everyone of them must at some time have infringed 
one of the penalty sections of the Income Tax Acts and 
thereby become liable to fantastic penalties. He went on to 
explain that there were over sixty such sections and liability 
was sometimes compatible with innocence. The amount of 
the pecuniary penalties was fixed very high but of course, 
the Crown had power to mitigate their full rigour and this 
power was almost invariably exercised, to a greater or less 
degree depending on the individual case. 

Pecuniary penalties were not the whole story, however. 
If the Crown wanted to punish income-tax offenders by 
imprisonment, it normally proceeded either under Section 
; of the Perjury Act, 1911, or on the charge of a common 
aw conspiracy to defraud. Section 5 of the Perjury Act 
makes it an offence for a person knowingly to make a false 
statement in a declaration or return which he is required or 
authorized to make under a general Act of Parliament. 
Liability under Section 1 arose only where the false state- 
ment was made in the course of a Judicial proceeding. An 
appeal before Commissioners was a judicial proceedin, for 
this purpose but it was not often that liability of this kind 
arose. For a conspiracy to defraud the Revenue there must 
of course be at least two people involved. É 

It was true that the Income Tax Act, 1952, itself provided 
for imprisonment, that is by Section 505, but as the 
maximum term under that section was only six months, 
the section was not much used. Section 43 of the Act also 
provided for imprisonmeént in certain ‘circumstances, but 
only where an Inspector had made a surcharge and the 
speaker did not think that any surcharge had been made 
for the last quarter of a century; there was no need for 
surcharges as the Inspector had other remedies. 


Pecuniary Penalties 


Remedies in a criminal court were rarely pursued by the 
Revenue. Perhaps 999 out of every 1,000 back duty cases 
were dealt with by the Inspector of Taxes or by the 
Inquiry Branch and the thing was settled by the payment of 
money. Considering that the normal penalty was £20 plus 
treble the tax chargeable on all sources of income, and that 
often penalties were incurred under two or more separate 
sections simultaneously, the figure of total possible penalties 
soon became astronomical, The figure was in fact so large 
that in most cases its precise amount was perhaps academic. 


“Neglect to Make a Correct Return 


There was only one penalty section in the Income Tax Acts 
which imposed a penalty for an innocent misrepresentation 
or neglect; it was Section 25 of the 1952 Act, formerly 
Section 107 of the 1918 Act, which imposed a penalty for 
neglect or refusal to deliver within time a true and correct 
return. The penalty was £20 and treble the tax chargeable, 
but it did not arise unless the taxpayer had received a notice 
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to:make a return. This was the section on which the speaker 
relied when he said that probably everyone had incurred 
penalties, for it was almost impossible to say Chat all one’s 
returns were correct to the last farthing. The penalty was 
also incurred if no return at all had been made within the 
time limit. The section was wide enough to cover the 
common omission of bank interest or war loan interest, 
however innocent, 


The remaining penalty sections were nearly all based on d 
were cumulative in ` 


fraud or false representations. The 
effect and the Crown was not oblig 


to pick on one or the 
other and. say, ‘We rely on that’. 


‘Procedure for Recovery of Penalties 

Mr Borneman sketched the procedure for recovering 
penalties, Proceedings could only be started by an order of 
the Commissioners of Inland Revenue. Since 'the Crown 
Proceedings Act, 1947, the Crown could themselves appear 
on the writ and it was their practice to do so. Writs were 
sometimes issued because there was delay in reaching a 
settlement out of court. 


Time Limit for Recovery of Penalties 

. Dealing with the time within which the Revenue has to 
‘start proceedings, the speaker referred to Section 501 of 
the 1952 Act which permits proceedings within six 

after the date on which the penalty was incurred. That 
date, of course, depended on the circumstances of the case; 
normally, of course, it was when the return was made. 
Where there was fraud or wilful default the time limit was 
extended to three years after the assesament in question 
was finally settled, with an exception in favour of the 
personal representatives of a deceased defaulter. 

Both the Inland Revenue and the Treasyry had power to 
mitigate those astronomical penalties but Mr Borneman 
knew of no case where the Treasury had mitigated after the 
Revenue had refused to do so. 

After his address he dealt with a number of questions. 
Both speaker and chairman received a hearty vote of thanks. 


Preparing Britain’s Budget 

After Mr Borneman’s address, Mr I. J. Pitman, M.A., 
-M.P., took the chair and an address was given by the 
Rt, Hon. W. Glenvil Hall, P.C., M.P., on ‘Preparing 
Britain’s Budget’. In a stimulating and lively speech he 
threw a good deal of light into the dark corners of our 
constitutional practice in relation to the authorizing 
of State taxation and expenditure, and showed how a 
democratic control was maintained over these two 
things which directly affect the liyes of everyone. 

He explained why it was that all the new taxation for 
the year is embodied in one Act, the annual Finance 
Act, and what lies behind the feverish rush of the 
supply days in the House of Commons each spring, 
‘and the significance of the sittings of the House as a 
Committee of Ways and Means. He added some 
interesting details of just how the Chancellor of the 
Exchequer arrives at his Budget, how he conveys it to 
his Cabinet colleagues and how it is steered through 

_ the House of Commons. He also explained why there 
has to be a Consolidated Fund Bill and an Appropria~ 
tions Bill each year. 


Civic Reception and Dance 

Conference members and their ladies were entertained 
on Saturday evening at a civic reception and dance 
given in the Pavilion Ballroom by the Mayor and 
Mayoress of Bournemouth. This occasion was an 
exceptionally enjoyable one; dancing extended from 
8.30 p.m. until midnight. 

On Sunday the visitors were invited to attend 
morning prayer at the Parish Church of St Peter’s, 
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where the service was conducted by the Rev. Canon 
A. L. E. Williams; Vicar and Rural Dean of Bourne- 


‘mouth, It was interesting to note that Gladstone and 


Keble were among the many famous people who have 
worshipped in this church since it was founded a little 
Oger ga century ago. 


Golf Competition 


-The eighteen-hole medal round golf competition ` for 


the Taxation Challenge Cup was played over the 
Parkstone Golf Course on Sunday and was won by 
Mr E. K. Govett, a.s.4.4., of Poole, Dorset. 


The Valuation of Shares for Death Duty 
Purposes 
On ‘the morning of the last day of the conference, Mr 
J. N. Grange-Bennett, M.A., took the chair and an 


‘address was given by Mr P. J. Bacon, O.B.E., LL.B., on 
the valuation of shares for death duty purposes. Mr 


Bacon is a chief examiner in the Estate Duty Office, 
and at once showed a complete mastery of his subject. 

He began by pointing out that the enormous increase in 
rates of estate a uty since 1894, combined with the wide 
margins where the effective rate on increases is 100 per cent, 
had made the task of valuation much harder because Bd 
much more was at stake, 

He stressed that Section 7 (5) of the 1894 Act provided 
that the value of a share was what it was wo: in the 
opinion of the Commissioners of Inland Revenue. However 

expert the valuer employed by the yer might be, the 
Commissioners could not delegate their authority to him. 
The valuation involved, the hypothesis of two reasonable 
men, the one willing but not anxious to ‘sell, the other 
willing but-not anxious to buy. 

A good guide was the oled Stock Exchange 


for 
shares of the e type which fell to be valued. But 


ifficulty 


‘arose in using that comparison because, of course, a private 
‘company was essentially different from a public company 


with easily marketable ahares, Such companies distributed 


reasonable amounts of profit and the value of their shares | 


was determined accordingly. There ‘were many reasons 
why a private company would restrict its dividends. In those 
cases some regard must be had to profits and to assets, Some 
companies were almoat family money boxes. 


Ft 


Mr Bacon said the Estate Duty Office recognized that ` 


there was no essentially right way of valuing shares and was 
prepared to discuss valuation along any lines which took the 
basic facts into consideration — provided all those facts, and 
not just some of them, were taken into account. 

Adverting to the fall in value of shares by reason of the 
death óf one of the holders, Mr Bacon said that notwith- 
standing his long experience he was still astonished at the 
extent to which British industry would appear to be utterly 
dependent on the precarious lives of octogenarians. . 

Mr Bacon’s carefully thought-out and helpful address 
was well received and he proceeded to answer questions 
on it, 

The concluding session of the conference at which 
the chair was occupied by Mr W. W. Fea, B.A., A.C.A., 
was addressed by Mr C. E. Garland, Barrister-at-law, 
formerly ‘a Senior Principal Inspector of Taxes. An 
authority on income-tax case law, Mr Garland gave 
an excéedingly informative talk on ‘Recent legislation’. 


For the Ladies 


Special arrangements had been made for the entertain- 
ment of the ladies who did not choose to attend the 
business sessions; these included a mannequin parade 
in the Popular Restaurant at the Pavilion, and a motor- 
coach tour to the New Forest and Ke 
beauty spots. ; 
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THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


PRESIDENT’S MEETING 


The president’s meeting of the Chartered Accountant 
Students’ Society of London, briefly mentioned in 
our issue of October 17th, was held in Guildhall on 
October 7th. Sir Harold Gillett, M.C., F.c.A., was in 
the chair, and the speaker was Marshal of the Royal 
Air Force Sir John Slessor, G.c.B., D.8.0., M.C., Whose 
address was on ‘European security’. There was a 
large attendance. 


Welcome by the Lord Mayor 
The proceedings were opened by the Lord Mayor 
of London, Sir Rupert De la Bére, K.c.v.0., M.P., who, 
in welcoming the meeting to Guildhall, said that Sir 
Harold Gillett had just completed a year of office as 
sheriff and no lord mayor had ever had a man of 
greater loyalty and ability to assist him. 
The president thanked the Lord Mayor for coming to 
be with them for a short time that evening. 


European Security 
Marshal of the Air Force Sir John Slessor, in the 
course of his address, said that our lives and the whole 
future of this country depended on the answer to the 
question of European security and the North Atlantic 
‘Treaty countries. He was going to be rash enough to 
prophesy that there would not be a third world war, 
provided we played our part aright. War had always 


been insanity, and now it had reached a stage when 
it would become a sort of general suicide, and he did 
not believe that any power would deliberately risk 
starting another world war. He thought that for quite 
a long time there would be a continuance of the 
present situation of absence of real peace and absence 
of real hostilities. It was not impossible that during 
the next twenty or thirty years we should have many 
more Koreas, and our policy should be to isolate 
them and not allow them to grow into the real thing. 
It was not a very cheering prospect, but much more 
so than the prospect of a flat-out war. 


First Things First 


This country and the United States must put first 
things first and make sure that they kept the lead in 
technological and scientific developments. For over 
one hundred years before 1914 the Pax Brittanica had 
rested fair and square on the British Fleet, and in 
the future the Pax Atlantica would rest just as strongly 
on our bomber force. The most difficult problem today 
was that of a united Germany, and he thought that 
some system of mutual support guarantee, based on 
Anglo-American air power, was the best solution. 

Sir Harold Howitt, ong, D.S.0., M.C., D.C.L., F.C.A,, 
proposed a vote of thanks to the speaker, which was 
briefly acknowledged. 


NEWS FROM THE COMMITTEE 


We are glad to report that Mr G. B. C. Hughes, B.A., 
A.C.A., has become a member of the Committee of the 
Society. Mr Hughes has agreed to undertake the work 
of debates secretary. 


New Lecture Hall 


The general lectures on November gth, 16th and 23rd, 
are to be held in Caxton Hall and it is hoped that this 
will be found a convenient centre by articled clerks 
in the West End and Victoria districts, Caxton Hall 
can be reached from the City via St James’s Park 
underground station, and is also easily accessible by 
any of the bus routes running along Victoria Street. 


Friday Lunch-time Meetings 


Following the recent discussions on examination 
questions in the Society’s library at 111 Moorgate, 
the Committee has decided to hold a regular series of 
lunch-time meetings there to discuss examination 
questions and other study problems that students may 
wish to raise. The meetings will be held each Friday, 
starting at 1 o’clock and will be led by a qualified 
member of the Committee. The first meeting will be 
on November 6th. 


Visit to the Stock Exchange 
A party is being made up to visit the Stock Exchange 


on Saturday, December sth. Those who wish to be 
included are asked to send in their names to the 
Library as soon as possible. 


Library News 
Thanks to the good offices of the Editor of The 
Accountant, a large number of copies of the published 
accounts of limited companies are now available in 
the library. 
Sports 

Squash: in a match on October 6th, the Society 
defeated The Dolphins Squash Club by 4 games to 1. 

A sailing club has been proposed: members who 
are interested should send in their names to the 
Assistant Secretary: 


Christmas Dance 
Numerous applications have already been received 
for the dance to be held at the Royal Festival Hall 
Restaurant on December ruth. (N.B. not the 18th as 
previously announced). ‘Those who wish to attend are 
advised to send their applications to the Secretary as 
soon as possible. 


‘It is hoped to publish the next ‘London Students’ 
Page’ in The Accountant dated November 28th. 
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REPORTS OF PUBLIC COMPANIES 
THE ACCOUNTANT ANNUAL AWARD 


The Accountant proposes to make one or more awards annually to companies 


whose shares are quoted on a recognized stock exchange, in relation to the 


form and contents of the reports and accounts as issued to their members. 


The factors which will be considered by the panel of judges will include 


the adequacy of the information given and its presentation. 


The following have consented to serve on the panel: 


Mr Montagu Gedge, oc, Chairman; Mr W. L. Barrows; J.P., F.C.A5 


Sir Harold M. Barton, ¥.c.a.; Lord Latham, J.F., 
Mr Bertram Nelson, J.P., 


Thomas Lister, M.A, CAJ; 


F.A.C.C.A; Mr 
F.S.A.A.; 


Mr G. Tyser; Mr Derek du Pré, Editor, The Accountant. 


NOTES AND NOTICES 


Personal 


Messrs SMITH & GARTON, Chartered Accountants, 
of 23 John William Street, Huddersfield, announce 
that they have amalgamated their London office 
practice at 329 High Holborn with that of Mr FRANK 
PHILLIPS, F.S.A.A., of the same address, who has been 
associated with the firm for a number of years as 
resident manager, and that of Mr Howarp GERALD 
HAYMAN, F.c.A., who has previously carried on prac- 
tice under the style of H. G. Hayman & Co. The 
practice will be carried on under the style of SMITH & 
GARTON. 

Mr J. MAYHEW-SANDERS, F.C.A, of Maynew- 
SANDERS & Co, Chartered Accountants, of 31 St 
James’s Place, London, DW. announces that he has 
taken into partnership, as from October 1st, 1953, 
Mr Ropert WILLIAM PoLtock, a.c.a. The style of 
the firm will remain unchanged. 


Messrs Peat, Marwick, Mrrcpgtt & Co, Char- 
tered Accountants, of rr Ironmonger Lane, London, 
ECa2, announce that, as from October rst, 1953, their 
Singapore, Ipoh and Penang offices are absorbed 
into the Kuala Lumpur partnership of the firm to 
form a Malayan firm with Kuala Lumpur as its centre. 
The partners of the Kuala Lumpur firm announce 
that as from the same date, they admitted into 
partnership Mr H. R. OPPENHEIM, A.C.A., who will 
be the resident partner in Ipoh, and Mr H. K. 
FRANELIN, A.C.A., who will be the resident partner 
iri Singapore. The partners of the Malayan firm 
resident in Malaya, as from October rst, 1953, are 
as follows: Mr H. Munro Scorr, r.c.a.. Mr H. R. 
VILLIERS, F.c.A., Mr H. R. OPPENHEIM, A.C.A, and 
Mr H. K. FRANKLIN, A.C.A. 


Messrs J. L. BayLrre & Co, Incorporated 
Accountants, of 54 Hammet Street, Taunton, 
announce that as from November and, 1953, they are 
removing their offices to 2 The Crescent, Taunton. 


Messrs THomas L. THEOBALD & Son, Chartered 
Accountants, of 19 Buckingham Street, Strand, 
London, WC2, announce that Mr Perer H. WAYNE, 
A.C.A., has joined them in partnership with effect 
from ‘September 1st, 1953. The style of the firm will 
remain unchanged. 

Mr L. Faw ey JUDGE, F.c.a., practising under the 
style of Fawrey Jupce & Easton, Chartered 
Accountants, at 1 Parliament Street, Kingston upon 
Hull, announces that as from November Ist, 1953, 
he is taking into partnership Mr Epcar Gray 
CHADWICK, A.C.A., who has been associated with the 
firm for many years. The style of the firm will 
remain unchanged. 


Professional Notes 
Mr W. J. Kimpton, ASA A. has been appointed 
Principal Accountant of the Admiralty, in succession 
to the late Mr W. J. Phillips, ong, A.8.A.A. 

Mr G. Bradley, C.A., a partner in the firm of 
Thomson McLintock & Co, Chartered Accountants, 
has been appointed a director of The Grange Trust 
Ltd in succession to Sir John Morison, C.A., chairman 
of the Iron and Steel Holding and Realization 
Agency, who has left the board. 

Mr W. J. Lee, ac.a., hitherto secretary of 
Hattersley (Ormskirk) Ltd, has been appointed 
managing director of the company. He has been 
succeeded as secretary by Mr R. N. Inman, A.C.A., 
accountant of the company. 
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New Lord of Appeal in Ordinary 


` The Queen has been pleased to approve the appoint- 
ment of the Hon. Lord Keith as a Lord of Appeal 
in Ordinary in succession to the Right Hon. Lord 
Normand, who has resigned. 


Obituary 
ELIJAH SUDWORTH, F.C.A. 


We have learned with regret of the death of Mr Elijah 
Sudworth, F.c.a., of Huddersfield, at the age of 75. 

Mr Sudworth was admitted an associate of the 
Institute in 1904 and was elected a fellow in 1920. 
Until his retirement three years ago, he was 
senior partner in the firm of Wheawill & Sudworth, 
Chartered Accountants, of Huddersfield, Leeds and 
London. 

A former president of Huddersfield Chamber of 
Commerce, Mr Sudworth was a director of 
Hopkinsons Estate (Huddersfield) Ltd, Peter 
Conacher & Co Ltd, and a member of the board of 
management of Huddersfield Royal Infirmary. 


Howarp RUSSELL SELMON, A.C.A. 


We have learned with regret of the death at the age 
of 53 of Mr Howard Russell Selmon, A.C.A., chief 
accountant of James Howell & Co Ltd, of Cardiff. 

Admitted an associate of the Institute in 1923, Mr 
Selmon joined James Howell & Co in 1926. He was 
subsequently appointed chief accountant, and later 
became a director, from which position he retired 
early this year. 

Mr Selmon was a member of the Cardiff and 
County Club, the Radyr Golf Club and the Glam- 
organ Wanderers Club. - 


ARTHUR JOHN COTTERILL, A.C.A. 


It is with regret that we announce the recent death 
of Mr Arthur John Cotterill, a.c.a., joint managing 
director of Twiney Brothers Ltd, of Nottingham. 
Mr Cotterill was admitted an associate of the 
Institute in 1912 and joined his company as secretary 
in 1919. He was appointed to the board of directors 
in 1927, and became joint managing director in 1945. 


The Late Sir Arthur Middleton, J.P., ASA A. 
MEMORIAL SERVICE 


A memorial service to the late Sir Arthur Middleton, 
J-P., A.8.A.A., was held last Tuesday at St Margaret’s 
Church, Westminster. 

The Queen was represented by Lord Mancroft, 
who, with the Lord Mayor of London, Sir Rupert 
De la Bére, was among the large congregation which 
included representatives of many municipal, pro- 
fessional and educational bodies and the arts. The 
address was given by the Bishop of Kensington. 

An obituary notice of Sir Arthur Middleton 
appeared in our last issue. 
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In Parliament 

CoMPANIES: ANNUAL MEETINGS 
Mr G.envit Hatt asked the President of the Board 
of Trade for the year 1952 or the last completed year, 
the number of companies which have had to be 
reminded that they have not held an annual general 
meeting within the prescribed time; how many have 
been proceeded against; and whether he will consider 
including in the annual return form a request for the 
inclusion of the date when the last such meeting was 
held. 

Mr H. Srrauss: In 1952, 33 companies were 
reminded and proceedings were taken against two. 
I am advised that the suggestion in the last part 
of the question would require legislation. 

Hansard, Oct. 20th, 1953. Written Ans. Cols. 246-7. 


ROYAL COMMISSION ON TAXATION: REPORT 
Mr ERrrOLL asked the Chancellor of the Exchequer 
if he will give an approximate indication of when the 
Report of the Royal Commission on Taxation will be 
completed. 

Mr Boyp-CarpPenter: I understand that the 
Royal Commission are engaged in considering the 
evidence submitted to them, but I am unable to 
forecast when their Report will be received. 

Hansard, Oct. 20th, 1953. Written Answers. Col. 249. 


FOOTBALL Tax: SCOTTISH REPRESENTATIONS 
Mr Wueat.ey asked the Chancellor of the Exchequer 
if he has considered a communication from the 
secretary of the Scottish Football Association on the 
unfair incidence of entertainment tax on some out- 
door sports, and, in particular, association football; 
and what is the nature of his reply thereto. 

Mr Boyp-CarpenTer: Yes. My right hon. friend 
has informed the Association that their representa- 
tions will be borne in mind in connection with the 
undertaking that he gave during the debates on the 
Finance Bill to watch the incidence of the duty on 
football in the present season. 

Hansard, Oct. 20th, 1953. Written Anis. Cols. 249-50, 


DEATH DUTIES 
Sir G. LLOYD asked the Chancellor of the Exchequer 
if he has completed his review of the anomalies arising - 
from the death duties; and if he will make a statement. 
Mr Boyp-Carrentrr: My right hon. friend has 
not yet completed his review and I am, therefore, 
not at present in a position to make a statement. 


Hansard, Oct. 2and, 1953. Oral Answers. Col. 2149. 


London and District Society of Chartered 
Accountants 
LUNCHEON MEETING 

A luncheon is to be held on Tuesday next, Nov. 3rd, 
at the Connaught Rooms, Great Queen Street, Kings- 
way, WCa, at 12.30 p.m. for 1 p.m., to be followed 
by an address by the Rt. Hon. Oliver Lyttelton, 
D.S.0., M.C., M.P. 
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Birmingham and District Society of 
Chartered Accountants 


The winter programme of the Birmingham and 
District Society of Chartered Accountants opened 
on October 19th with a lecture by Mr E. H. Davison, 
A.C.A„ on ‘Future profit’, Monthly meetings have 
been "arranged throughout the winter, concluding 
with the Society’s annual dinner in March. 

Future lectures in the programme are as follows: 
November 17th: ‘Services which accountants can render to 

smaller undertakings’, by Mr F. T. Hunter, A.C.A. 
December 15th: ‘The iere and evaluation of death 

duties’, by Mr T. A. Hamilton-Baynes, M.A., i; P., BCA. 
January 13th: Meeting with H.M. Inspector of Taxes. 
February trth: ‘Law and procedure at meetings’, by Mr 

H. C. Cox, F.C.A. 
March 4th: Annual dinner at The Grand Hotel. 

` All lecture meetings will be held at The Queen's 
Hotel, at 6 p.m. 


Birmingham and District Chartered 
SE Accountants’ Golfing Society 


The autumn meeting of the Birmingham and District 
Chartered Accountants’ Golfing Society was held at 
Blackwell Golf Club on Geteste 24th, when 
twenty-four members competed. The morning medal 
was won by the chairman of the ee 
Branch of the Birmingham District Society, Mr 
John H. Plant, with a net 7o against a standard 
scratch score of 72. The leading scores were: 


MEDAL 
1. J. H. Plant 
2. M. Brookes 
3. L. F, Jones 
FOUR-BALL 
1. R. F. Bendall and H. D. Radford, 69 
a. H. W. Holt and J. Seedhouse, 69 
<3. W. H. Castle and E. S. Hall, 69 
(Result decided. on last nine holes) 


71-7 == 70 
82-1171 


89-17 =74 


Tax Instruction in School 


The following paragraph under the heading ‘High 
School Tax Instruction Shows -Good Results’ 
appears in the October 1953 issue of The Journal of 
Accountancy, New York: 
“Tax: returns prepared by high school students who 
` received tax instruction in school last year showed an 
“error factor” of less than 1 per cent, Commissioner 
Andrews has announced. This is significantly below the 
a5 per cent United States average. Mr Andrews says 
` that if more schools adopted courses in tax- education, 
„the Internal Revenue Service could stop spending so 
much money corr arithmetical errors, use more 
agents to ferret out the dollars that remain in the pockets 
of the unscrupulous.’ 


Overseas Economic Survey 
ECONOMIC AND COMMERCIAL CONDITIONS IN FRANCE 


A survey of economic and commercial conditions in 

France has now been published by H.M.S.O. » price 

5s GE free 5s 3d). It is the latest volume in the series 
verseas 


Economic Surveys issued by the Com- ` l 


Seel Relations & Exports Department of the Board 
of Trade. 
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Chartered Accountants’ Golfing Society 
The autumn meeting of the Chartered Accountants’ 
Golfing Society was held at Cooden Beach Golf Club 
on October 17th and 18th. Forty-six members 
attended and enjoyed the hospitality and amenities 
of the club. 

In the medal round on the Saturday morning the 
best score was returned by W. O. Newcomb, who, 
playing from a handicap of 7, returned a net score of 
71. His gross score of 78 was equalled by H. D. 


- Nicholson but Mr Newcomb had a better score 


over the last nine holes and elected to. take the 
scratch’ prize instead of the medal prize. The next 
best score was 72 net, and there was a tie between 
H. W. Pitt and T. C. Miller, Mr Pitt winning the first 
prize on the better score over the last nine holes. 

The Turquand-Youngs Challenge Cup also resulted. 
in a tie between D..V. Littlejohn and the holder, 


D. W. Gibson. The former had the best score, at, 


ths 


Cooden Beach — the first round was played at the. 


Royal Wimbledon Golf Club in June -and holds 
the cup for one year. The leading ‘results were: 

MEDAL COMPETITION 

W. O. Newcomb “8— yxx71 Elected to take 

ES scratch prize after 

„a tie with Nichol- 


= 
Si 
3 
S 


son SÉ 
81— 9=72 Wins first prize on 


last nine holes 


TC: 88—16=72 Wins second prize 
A. D. Walker go—16==74 
J. E. H. Beresford Bi 774 
L. J. Moore 97-4875 
H. D. Nicholson 7B — nal 
F. Green ` 87—11= 
H. G. Foulger ae 
D. V. Littlejohn 95-18=77 
S. W. Penwill 96—187 
D. W. Gibson 86— 8=78 
A. E. Whitcomb 88— 9=79 
C. I. Steen QI —125=79 | 
C. M. Daniel 88— 9=79. 
W. T. Dixon 93—14==79 
J. Dixon 93—13 = 80 
H. Lemmon 88— 8=80 
J. Clayton 86— 6=80 ` 

FOURSOMES OVER 15 HOLES (Stableford Scoring) S 
H. D. Nicholson and S. G. Sillem 34 points ` 
C. M. Daniel and W. O. Newcomb -© . 31 p» G 
H. A. Astbury and T. W. A. Auker 29 p» 
D. W. Gibson and S. W. Penwill 27 ji 
J. E. H, Beresford and A. E. Whitcomb ab ay n 

< J. Dixon and W. T. Dixon 26 p5 
C. E. M. Emmerson and J. B. Pittman 26 y 
FOURSOMES (Stableford Scoring) 

CM. Daniel and W. O. Newcomb ` -36 points 
A. D. Walker and P, H. Plews 32.14/16ths 
S. G. Sillem and J. B. Pittman 32.11/16ths 
D. W. Gibson and S.-W. Penwill 32. 6/16ths 
T. C. Miller and R. S. Bromhead 31. 2/16ths 
A. R. Taylor and R. Simpson 30.14/16tha 
H. G. Foulger and L J. Moore 30. 9/16ths 


PUTTING COMPETITION (36 holes) 


A. S. Maclver 93 
R. S. Bromhead - o 
D. W. Gibson 9 
S. W. Penwill b 98 


F. Green d, "op 


better score over 
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Union of Chartered Accountant 
Students’ Societies 


Members of chartered accountant students’ societies 
are reminded that all students’ societies welcome to 
their meetings members of other societies who are 
temporarily in their area. 

There is also an arrangement for transfer of 
membership without additional fee for members 
who permanently change their district. Such inter- 
change should be carried out through the secretaries 
of the societies concerned. 

A list of towns where students’ societies hold 
meetings will be found on the front cover of this 
issue of The Accountant. 


The Chartered Accountant Students’,Society 
of London 


The following meetings of the London Students’ 
Society will be held during next week: 
Monday, 5.30 p.m.: Lecture: “T'he work of the Institute 


at Moorgate Place’, by Mr Alan S. Maclver, M.C., B.A. 
(Secretary of the Institute). 


Wednesday, 6 p.m.: Demonstration of punched~card 
accounting (limited number). 


Thursday, 5.30 p.m.: Debate — motion: “That coal 
miners are more important than accountants’, 


Friday, © p.m.: Lunchtime discussion of study problems 
brought by students. 


Friday, 5.15 p.m.: : Introductory course lectures on (1) 
‘Financial institutions’; (2) “The law on banking’, 


Saturday, r0 a.m.: Visit to the Stock Exchange 
(limited party). 


The Institute of Internal Auditors 
LONDON CHAPTER 


The first discussion meeting of a series arranged by 
the London Chapter of The Institute of Internal 
> Auditors for assistants of Chapter members was held 
at Unilever House, Blackfriars, EC4, last Wednesday, 
when Mr J. R. Robinson, A.C.A., of Unilever Ltd, 
spoke on “The scope of internal auditing’. Other meet- 
ings in the series are as follows: 

November 4th: ‘Control of fixed assets’, by Mr J, O. Davies, 

A.C.A., A.C.W.A., of the National Coal Board. 


November rrth: ‘Audit of the trading account’, by Mr R. C. 
Bedford, a.c.a., of The National Cash Register Co Ltd. 

November 18th: ‘Inventory control’, by Mr J. Prince, A.C.A., 
AC.LS., of the Ford Motor Co Ltd. 


November 25th: ‘Payroll audits’, by Mr J. Shannon, a.c.1s., 
A.C.W.A., of Vitamins Ltd. 


December and: ‘Internal audit reports and the follow-up of 
recommendations’, by Mr P. B. Hills, a.c.1s., of the 
Dunlop Rubber Co Ltd. 
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Cost Accounting and Productivity 


The meeting at Beaver Hall, Garlick Hill, London, 
on Thursday evening of last week, arranged at the 
request of the Board of Trade by The Institute of 
Cost and Works Accountants - notice of which was 
given in our last issue — proved to have aroused con- 
siderable interest. 


The hall was filled to capacity by the time the chairman, 
Sir Leslie Boyce, Bt., K.B.E., Chairman and Managing 
Director of the Gloucester Railway Carriage & Wagon 
Co Ltd, and a past Lord Mayor of London, rose to introduce 
the various speakers, and the fact that the meeting did not 
finish until almost an hour after it was due to conclude, 
primarily owing to the many questions put to the speakers 
from the audience, is a measure of the success that was 
achieved. 

The theme of the meeting was ‘What makes management 
accountancy effective in the U.S.A.?’ and the discussion 
was based upon the reports of three teams which visited 
America to study management accountancy methods. One 
team was that from Britain which went under the auspices 
of the former Anglo-American Council on Productivity; 
another was a French team and the third was a European 
team drawn from eleven different countries. 

Mr Ronald Parker, Finance Director of the Scottish 
Division of the National Coal Board, who was the leader of 
the European team, said that he thought the reasons why 
management accounting is so effective in the U.S.A. 
lies primarily: (a) in the purpose for which it is used, 
namely, to reduce costs; (b) in the co-operation and mu 
confidence which exists between accountants and operators; 
(c) in the acceptance by management that by careful 

analysia and often scientific investigation, costs can be pre- 
determined. And lastly, the acceptance by management that 
corrective action can and must be taken when performance 
varies from expectation without adequate reasons. 


Monopolies and Restrictive Practices 
: Commission 


REPORT ON IMPORTED TIMBER 


D 


The seventh report of the Monopolies Commission — 
on the supply of imported timber — was published 
on Tuesday and is on sale at H.M. Stationery Office, 
price 4s 6d. 


Our Contemporaries 


THE JOURNAL OF ACCOUNTANCY. (New York.) (October.) 
‘Stock dividends and concepts of income’, by George O. 
May, c.p.a.; “Building and keeping a clientele requires 
basic analysis and military tactics’, by Dixon Fagerberg, 
Jun., C.P.A. 

Tue Law SOCIETY’S GAZETTE, (October.) 

THe SECRETARY. (October.) 

Tae New YORK CERTIFIED PUBLIC ACCOUNTANT. (New 
York.) (September.) 

THe CANADIAN CHARTERED ACCOUNTANT Tax REVIEW. 
(Toronto.) (September.) 

THe ACCOUNTANTS’ JOURNAL. (Wellington.) (August.) 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victorla 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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N.A.C.A. BULLETIN. (New York.) (October.) 
SECRETARIES CHRONICLE. (October.) 
Tue Accountants Dicesr. (Burlington, Vt.) (September.) 


Other Publications Recetved 
ENGINEERING INDUSTRIES BULLETIN. (November.) 
THE BUILDING SOCIETIES’ GAZETTE. (October.) 
INDUSTRIAL WELFARE. (September—October.) 
F.B.I. Review. (October.) 
Tue CHAMBER OF COMMERCE JOURNAL. (October.) 
THE Drrecror. (October.) 
Scoret. (October.) 
JOURNAL op THE INsTITUTE OF BANKERS. (October.) 
JournaL or THe Savincs Banx Institute. (October.) , 
SOCIETÉ DE COMPTABILITÉ DE FRANCR. (Paris.) (September.) 
Die WIRTSCHAFTSPROFUNG. (Stuttgart.) (October.) 
THE GENERAL ACCOUNTANT. (Vancouver.) (September- 
October.) 
THE CERTIFIED BOOK-KEEPER. (Cape Town.) (September.) 
‘Tur RoyvaL Army Pay Corps JOURNAL. (Autumn.) 
Tue Woman C.P.A. (New York.) (October.) 
Treasurer’s ACCOUNTS FOR THE Criry oF BRADFORD, 
1952-53. 


Assistant Official Receiver Appointed 


The Board of Trade have appointed Mr Philip 
Anthony Lawrence to be an Assistant Official 
Receiver for the Bankruptcy District of the County 
Courts of Birmingham, Walsall, West Bromwich, 
Wolverhampton, Worcester, Coventry, Warwick, 
Hereford and Leominster, also for the Bankruptcy 
District of the County Courts of Dudley, Kidder- 
minster and Stourbridge. This appointment takes 
effect from October 15th, 1953. 


Review of Commercial Conditions in Syria 
A review of commercial conditions in Syria has been 
published by Her Majesty’s Stationery Office (price 
1s, post free 1s 14d). This is the latest volume in the 
series of Reviews of Commercial Conditions issued 
by the Commercial Relations and Exports Depart- 
ment of the Board of Trade. 


TWENTY-FIVE YEARS AGO 

From (he Accountant or NOVEMBER 3RD, 1928 

Extract from a leading article. 
The Mathematical Aspect of Goodwill 

The rapid development of accounting theory is 
very well illustrated in the lecture which Mr. P. D. 
Leake, F.C.A., delivered before the Bristol Char- 
tered Accountants’ Students’ Society on the roth ult., 
and which we print in this issue. In some sense the 
whole science is continually moving forward, but 
there is no portion of the subject which has shown 
more marked signs of rapid development in the last 
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few years than the discussion of the nature and valua- 
tion of commercial goodwill. Lesa than twenty years 
ago our students were told that goodwill was a hazy 
abstraction connected with locality and reputation, 
which was only to be valued by the higgling of the 
market, based upon a process of bargaining following 
no direction which could be distinguished from mere 
tradition. In recent years, however, it has been 
pointed out, and by none more clearly and insistently 
than by Mr. Leake himself, that even what has been 
considered for generations as hopelessly intangible 
may after all be susceptible of exact measurement. In 
the lecture now under notice, Mr. Leake makes a 
praiseworthy attempt to bring the matter into the 
region of the concrete by the use of specimen 
calculations. . 


SEVENTY-FIVE YEARS AGO 
From Ehe Accountant or NOVEMBER 2ND, 1878 
Extract from a Note in Passing 
“Suffering Creditors’’ 


The most curious journalistic hotch-potch with 
which we are acquainted is found in the Times money 
article. Not only does the City editor therein direct 
the attention of his readers to the innumerable 
subjects with which it is his province to deal, but he 
also extends a sympathetic patronage to numberless 
correspondents with grievances. They are permitted 
to state their troubles in print, sometimes at consider- 
able length; and very often the City editor adds some 
remarks of his own with the apparent object of driving 
home the moral of his correspondents’ remarks, or 
supplying the solace which the Times only can supply 
to their wounded spirits. To judge by such paragraphs 
of this character with which we have to do, the task of 
editing the City article of the leading journal must be 
a surprisingly easy one... . 









ANNOTATED TAX CASES 
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of each month. Reports of Income-tax, Sur-tax, 
Profits Tax, E.P.T., Death Duties and Stamp Dury 
Cases decided in the Courts of England and Scotlanc 
The reports contain a lucid summary of the cases and 
a full report of the judgments, together with explana- 
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THE NEW SESSION 


HE QUEEN’S Speech from the throne to the Houses of 

Parliament last Tuesday was perhaps remarkable more for 

what it omitted than for what it contained, as far as the 
accountancy profession is concerned. 

One would have hoped to hear some promise of legislation 
designed to reform and perhaps simplify income-tax law. A 
Royal Commission has now been sitting on this matter for a con- 
siderable time and although the Government refused as recently 
as last month to indicate when the Commission’s report was 
likely to be available, the report surely cannot be long delayed 
now. À committee has been considering the taxation treatment of 
provisions for superannuation for a period even longer than that 
taken by the Commission but there is neither any news of its 
report nor any indication that legislation on the subject is in the 
offing. 

When the excess profits levy was introduced last year the rates 
of profits tax were reduced in consequence. The levy terminates 
at the end of next month but there is as yet no indication of 
whether the old profits tax rates will be restored, a matter of the 
very greatest concern to industry. However, this is perhaps one 
of the matters where the CHANCELLOR will refuse to anticipate 
his Budget statement, which may mean a retrospective increase, 

The CHANCELLOR did promise last June to investigate the 
anomalies of estate duty, notably the notorious Section 55 of the 
Finance Act, 1940, but the Speech gives no indication of legisla- 
tion on the subject. Again, the precise year for which new rating 
assessment will come into force is a matter of the greatest import- 
ance, but the Speech was silent on this. 

A welcome sign is the promise in the Speech to stimulate a 
vigorous resumption of slum clearance and to facilitate the repair 
and improvement of houses by local authorities and other owners. 
A White Paper issued on the same day shows that at last the 
Government is to grasp the nettle of rent restrictions, in order 
to arrest the growing deterioration of rent-controlled houses. 
The method to be adopted to this end is on the lines of that put 
forward by the Chartered Institution of Surveyors which we 
reviewed in our issue of May 26th, 1951. We hope to deal more 
fully with the White Paper proposals in our next issue. The 
financial provisions of the Town and Country Planning Acts 
are to be amended. 

It is intended to amend the existing arrangements for payment 
of the equalization grant to local authorities but this change is to 
be confined to Scotland, notwithstanding the vigorous criticisms 
of the system in England and Wales. 
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‘ESTATE DUTY AND PRIVATE COMPANIES > 
RECOMMENDED CHANGES 


URING the debate on this year’s Fin- 
D ance Act it was announced that the 
CHANCELLOR would inquire into some 
of the anomalies thrown up by estate duty, par- 
ticularly in relation to the valuation of shares in 
private companies under Section 55 of the Finance 
Act, 1940. At the same time he invited representa- 
tions. Both the Federation of British Industries 
and the Association of British Chambers of 
Commerce have now submitted useful memo- 
randa on the subject. f 
The Federation calls for action on the following 
lines: 


(i) Reduction of the severe rates and altera- 
tion of the scale of duty. 


(ii) Amendment of the rules and practice of 
valuation prescribed by Section 55 so as 
to conform with the general basis laid 
down by the Finance Act, 1894, viz. the 
open market value of the property passing 
on death. 


(iii) The narrowing of the scope of Sections 
46-54 of the Finance Act, 1940. 

(iv) The provision of equitable machinery of 
appeal so as to ensure the correct inter- 
pretation of those principles of valuation 
in particular cases. 

(v) The provision to executors of extended 
time within which payment of the duty 

` can be made. 


The tenor of the Association’s memorandum 
is similar. It produces some statistics which 
show that in the last twenty years the death 
duties contribution to the total revenue has 
fallen from ro per cent to 4 per cent. Notwith- 
standing the fall in the value of money and the 
rise in rates, total death duty receipts in 1951-52 
were only £182 millions as against {77 millions 
in 1932-33. It is inevitable that large family 
fortunes must be rapidly reduced as deaths suc- 
ceed each other, while no doubt more and more 
people are realizing that they cannot afford to 
die leaving large fortunes and they take appro- 
priate action in their lifetime accordingly. 


As long ago as February 1952 the Association 
published a booklet on The Family Business — A 
National Asset, which we reviewed in our issue 
of February 23rd of that year, and which con- 
tained representations similar to those now put 
forward. Even apart from the discontent occa- 
sioned by the way in which the Finance Act, 
1940, is applied by the Estate Duty Office, the 
crushing rates of duty are having a number of 
regrettable effects. In the first place, a good deal 
of energy and thought has to go into considera- 
tions of how to reduce the burden. Then the will 
to build up a business is sapped by the thought 
of the toll which estate duty will take. It certainly 
needs to be considered whether a return to pre- 
war rates will restore a buoyancy to the tax which 
it is obviously losing. 

The memoranda now submitted show that 
the artificial basis of valuation of private com- 
pany shares is applied to cases where it could 
not conceivably have been intended, wherever 
such cases technically fall within the section. 
There are instances given of a person having 
control of a company thrust upon him by the 
accident of someone else’s death, and of getting 
rid of that control as soon as possible. Neverthe- 
less, the section is applied if he does not survive 
five years. The answer of the Estate Duty Office 
to any criticism is that Section 55 is mandatory, 
although it is perfectly well known that the 
section was introduced to combat deliberate 
evasion. 

We are not entirely with the Federation in its 
argument that where a share is valued on the 
assets basis, goodwill should be ignored. It is 
quite true that if business assets are sold piece- 
meal, the goodwill may in certain circumstances 
be destroyed. Nevertheless, the hypothetical open 
market sale must include potential buyers of the 
whole business as a going concern. 

It is interesting to see a revival of the claim for 
a special tribunal to hear appeals from estate 
duty valuations. This suggestion was discussed 
in the recent report of the Evershed Committee 
but has not found much support. Both the 
Federation ,and the Association are perfectly 
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right in calling attention to the fact that the - 


present practice of negotiation of share valuations 
between the Estate Duty Office and the taxpayer 
is not at all satisfactory; it provides neither for 
expedition nor for equity as between one tax- 
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payer and another. Another interesting sug- 
gestion is that the present rates, which involve 
an effective rate of 100 per cent in certain ranges, 
should be replaced by a system of plural rates 
on sur-tax lines. 


THE REMUNERATION 
OF TRUSTEE DIRECTORS 


By GEOFFREY HORNSEY, LL.M. 
Lecturer in Law, University of Leeds 


HE well-known rule that a company’s 

register of members may contain no 

notice of any trust in respect of shares 
has raised several recurrent problems. It is 
quite clear, of course, that where shares are held 
on a fiduciary basis, dividends and the like must 
go to the beneficiaries rather than to the nominal 
owner, but what should happen, for instance, 
to remuneration received by the latter as a 
result of his having been elected a director of 
the company? 

It was long since held by Warrington, J., in 
Re Dover Extension Colliery Ltd ({1907] 2 Ch. 76) 
that such remuneration is not a profit derived 
from the ownership or use of the shares, but 
payment for work done by the director under his 
contract with the company. But although it is 
difficult to argue with the logic of this decision, 
it does tend to fly in the face of one of equity’s 
cardinal principles, viz. that no trustee shall 
profit from his trust. 

The generality of Warrington, J’s., decision has, 
therefore, been narrowed in later cases. In 
Re Macadam ([1946] 1 Ch. 73) a testator directed 
~ that his trustees were to accept certain shares in 
satisfaction of a debt, whilst the company’s 
articles stated that the trustees of the testator’s 
will were to appoint two directors to the company’s 
board. The testator died in 1924; X. was appointed 
trustee in 1931 and director in 1941; Y. was 
appointed both trustee and director in 1944. 
It was held, despite the fact that there was no 
suggestion of any impropriety on the part of 
anyone concerned, that both must account for 
their remuneration. Cohen, J. (as he then was), 
declared that each acquired the position in 
respect of which he drew the remuneration by 
virtue of his position as trustee, thus by-passing 
the distinction drawn by Warrington, J., in the 
earlier case. i 


‘Although the remuneration was remuneration 
for services as directors of the company, the 


opportunity to receive that remuneration was 

gained as a result of the exercise of a discretion 

vested in the trustees, and they had put themselves 
in a position where their interest and duty con- 
flicted.’ 

In Re Macadam, of course, the trustees con- 
trolled their own appointment as directors, and 
this factor must now be analysed. The decision in 
Re Gee ([1948] 1 All E.R. 498) shows clearly that 
it is fundamental. The trustee there would have 
been outvoted even had he voted against his 
appointment as director, so that Harman, J., 
held that there was no duty to account for the 
remuneration received. And according to his 
reasoning should a person with a controlling 
interest in his own right become trustee of a 
minority holding, he would still be entitled to 
use his controlling vote to procure his appoint- 
ment as director, and, of course, to retain the 
remuneration therefor. The existence of the trust 
does not affect his own voting power, nor could 
the use of the trust votes prevent the majority 
prevailing. It cannot be said in such cases that 
the emolument is gained by virtue of the trust. 


It must also be pointed out that a settler or 
testator may authorize the acceptance of re- 
muneration of this sort by an express provision 
in the instrument setting up the trust. Thus in 
Re Llewellin’s Will Trusts ([1949] 1 Ch. 225) the 
testator empowered the trustees to appoint 
themselves directors of the company concerned, 
whilst the articles of the company provided that 
the remuneration of directors was to be regulated 
by Ahe board. That the trustees were not to be 
liable to account, followed, in the opinion of 
Jenkins, J., by necessary implication. He recog- 
ized that the trustees, being in complete control 
he company, were in the invidious position of 

g their own remuneration, with an inevitable 
onflict between interest and duty, but that 
esult was considered inevitable in view of the 
tator’s direction. 
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THE EXCESS PROFITS LEVY-II 
by E. N. MACDONALD, D.F.C., F.C.A. 
Statutory ee are to the Finance Act, 1952, unless otherwise indicated. 


Transfers of Businesses 


The adjustments resulting from the transfer of a 
business are, in a sense, a specialized aspect of 
excess profits levy, but it is one on which we are all 
liable to be asked for advice, often at short notice, 
although the significant period has not much longer 
to run. For most of us, I think, one of the main 
difficulties has been to extract from the ten pages of 
lawyers’ prose devoted to this subject in the Act, 
the general meaning and shape of what is intended. 
For this reason, if for no other, a brief survey of 
what happens in excess profits levy computations 
when a business is transferred as a going concern, is 
perhaps desirable. I am not now referring to a 
transfer by means of the purchase and sale of the 
shares of a company. 


Principal points 

It is convenient to deal first with the transfer of a 
business from one company to another. The two main 
points are the effect of the transfer on standard 
profits and the effect on excesses or deficiencies, 
already incurred. That leads naturally to the con- 
sideration of two sorts of transfer in the matter of 
date, namely, those before and those after the begin- 
ning of 1952. On transfers before excess profits levy 
began there is obviously no problem about excesses 
and deficiences — they arise to the same pocket; but 
the effect on standard profits has to be dealt with. 
On transfers after the levy began both matters have 
to be dealt with. ; 

The Act also draws distinctions between the 
transfer of substantially the whole of a business and 
the transfer of part of a business; that affects both 
the treatment of the standard profits and, if it 
happens after December 31st, 1951, the set-off of 
excesses and deficiencies. 

Further, the Act makes a distinction, in dealing 
with standards, between a business which began 
before January rst, 1949, and accordingly had at 
least one option for standard profits in addition to a 
E on share capital, and a business which 

egan after January Ist, 1949, and accordingly can 
only have a standard based on share capital or a 


minimum standard of £5,000. , 


Set-off of excesses and deficiencies : 

There are severe limits to the right of set-off of 
excesses and deficiencies arising before the transfer 
of a business against deficiencies and excesses after 
transfer. From the point of view of the vendor coml- 
pany there can be no set-off because Section 42 (4) 
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includes among the circumstances giving rise to a 
break in continuity: 
(a) if a company wholly ceases to carry on the trade 
or business previously carried on; and 
(b) if a company, either in one step or by a series 
of steps, ceases to carry on a part or parts of its 
business so that it is left with something less 
important than what it has parted with. 


One or other of these circumstances will inevitably 
arise on the transfer of a business as a going concern, 
and if the vendor company continues in existence 
its previous excesses or deficiences will be of no use 
to it. If it disposes of only part of its business and 
retains the more important part, its continuity of 
excesses and deficiencies is not affected. How one 
measures importance and whether this is a question 
of fact or of law are pleasant problems for debate. 
The purchasing company cannot use the excesses 
or deficiencies of its predecessor unless it satisfies all 
the conditions laid down in Section 48 of the Act, 
namely: 
(a) the transfer extends to substantially the whole 
of the business; 
(b) the purchasing company has not previously 
carried on business; 
(c) at the date of the transfer the two companies 
are under common control; 
(d) there is no substantial alteration in the character 
of the business in the next twelve months; and 
(e) (ex abundantia cautela) the vendor company 
suffers a break in continuity. 
Broadly these conditions involve the formation by 
the owners of one company of a new company to 
take over the business, without any other change of 
circumstances. In other words, they will apply to a 
reconstruction and nothing else. 


Succession to standard profits (Section 47) 
If the figures of a transferred business are to play 
any part in the computations of the standard profits 
of the purchasing company, the rules of the Eleventh 
Schedule provide the terms on which this can be 
done, but the Eleventh Schedule will not invariably 
apply. It will not apply if the transferred business 
commenced on or after January 1st, 1949 (where the 
standard must be either the minimum £5,000 or a 
percentage on share capital), nor will it apply if 
certain options are taken, dealt with below. If it 
does not apply, the sale of a business or part of a 
business will have no effect on the standard profits 
of either the vendor company or the purchasing 
company. ; . 
If the business began before January ist, 1949, 
the Eleventh Schedule will always apply if the two 
companies are under common -control at the date of 
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transfer, whether the whole or part of the business 
is being transferred. Where there is no common 
control the Eleventh Schedule will apply on the 
transfer of substantially the whole of the business, 
unless the purchasing company elects to the contrary, 
but on the transfer of only part of a business the 
Eleventh Schedule will not apply unless both 
companies jointly so elect. These elections have to be 
made within six months after the transfer or after 
the coming into force of the Act, whichever is 
later. The Act came into force on July gth, 1952, 
so that on any transfers prior to that date elections 
should have been made, if desired, by January gth, 
1953; The Commissioners of Inland Revenue may, 
however, extend the period in special circumstances. 


The Eleventh Schedule Rules 

The rules of the Eleventh Schedule fall into two main 
sections, dealing respectively with transfers before 
and after the commencement of excess profits levy. 


(A) TRANSFERS BEFORE 1952 
On the transfer of substantially the whole of a business 
before 1952, the purchasing company steps completely 
into the shoes of the vendor company for the purpose 
of standard profits, as though the purchasing company 
had carried on the business, made the profits and 
losses, had the share capital and borrowed money 
and paid the dividends which in fact were those of 
the vendor company. This does not mean necessarily 
that it will succeed to the standard profits which the 
vendor company would have chosen, because 
Section 37 (3) of the Act provides that all the trades 
and business carried on by a company shall be 
treated as one and the same trade; if, therefore, it 
has to be pretended that the purchasers carried on 
the vendors’ business, it is necessary to superim- 
pose the vendors’ profits, capital, borrowed money and 
so forth on those of the purchasers and select the 
best standard possible from the merged figures. 
That is only one leg of the adjustment however. 
The other leg is a further pretence, that the purchasing 
company had repaid capital and the vendor company 
had issued capital, as at the date of the transfer, of 
an amount equal to the consideration for the trans‘er, 
adjusted for any assets and liabilities not taken over. 
The result is that the purchasing company obtains 
the benefit on the one hand of an addition (let us hope) 
to its standard profits and, on the other hand, loses 
12 per cent, or 14 per cent if director-controlled, 
on what it has paid for the business. The vendor 
company has lost everything on which, prior to the 
transfer, a standard can be based and, instead, is in 
the position of a new business, with a notional 
share capital equal to the consideration money 
and with a choice of standards open to it depending 
on the date of the transfer—1947 would give it 
certain options, 1948 more restricted options and so 
on; alternatively it may have ceased to have any 
interest in standards by having been wound up. 
The purchasing company, therefore, in considering 
its option under Section 47, will calculate what it 
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stands to lose by the deduction from its standard 
profits of 12 or 14 per cent on the purchase money, 
and also what it stands to gain from the profits, 
borrowed money, undistributed profits, etc., of its 
predecessor by way of improvement of its own stand- 
ard profits. If it finds that it is going to be worse off 
it will elect that the Eleventh Schedule shall not 
apply, in which event its standard profits will con- 
tinue without any special adjustment at all, though 
they may, of course, include profits, from the acquired 
business after the date of purchase. This comparison 
should be made independently of the allowance on 
any fresh capital which may have been issued to 
finance the purchase, since that will be obtained 
whether the Eleventh Schedule applies or not. 

Where the Eleventh Schedule is made to apply to 
the transfer of part of a business before 1952 the 
general pattern is the same as for the whole of a 
business but with proportionate reductions of the 
profits, losses, share capital, dividends paid and so 
on, which notionally become those of the purchasing 
company instead of the vendor company. It is not 
surprising that the Act does not attempt to lay down 
rules for this apportionment and, instead, places 
this duty on the Commissioners of Inland Revenue. 
One can understand that the two companies might 
well not see eye to eye about figures which determine 
how much shall move from one company to the other 
for periods which may vitally affect the standard 
profits of both. The good sense immediately becomes 
apparent of the provision in Section 47 (2) that the 
Eleventh Schedule shall only apply if the two 
companies jointly so elect. The likelihood is that they 
will do so only if agreement can easily be reached 
on the division of the signficant amounts between the 
parts of the business transferred and retained 
respectively. 

(B) TRANSFERS AFTER 1951 

The second main section of the Eleventh Schedule 
deals with transfers after 1951 and the procedure 
is rather different. Instead of the pretence that the 
purchasing company had carried on the trade for all 
significant years, leaving it to select the best possible 
standard from the combined figures, it succeeds to 
the actual standard profits of the vendor company 
with two important limitations, namely, that it 
cannot add a minimum standard to its own standard 
(paragraph 2 (4) (@)), and that it cannot use the 
succession rule at all for any period for which it takes 
a minimum standard itself (paragraph 2 (6)). If it does 
succeed to the standard SH of the vendor company 
it will sacrifice 12 or 14 per cent on the purchase 
consideration and on any assets less liabilities 
excluded from the sale. 

In arriving at the vendor’s standard profits to be 
added to the purchasing company’s standard for 
any period, the treatment of initial allowances has to 
conform to what the purchasing company has 
elected (paragraph 2 (4) (6)) and the additional 2 per 
cent for a director-controlled company will on nly 
apply, after the transfer, in relation to periods in whi 
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the purchasing company is director-controlled. 
Actual movements of capital of the vendor company 
after the sale are, of course, ignored, and its borrowed 
money is taken as nil (para ph 2 (4) (a)), because if 
the purchasing company hase assumed the liability 
it will be included in its own borrowed money and 
if the liability was not taken over the purchasing 
company will have had the benefit of a corresponding 
modification of the sum on which 12 per cent is 
deducted from its own standard profits (paragraph 
2 (3)). 

For the first broken period of the purchasing 
company for which the vendor’s standard has to be 
added, assuming that the transfer did not take place 
on the purchaser’s accounting date, that standard 
must be calculated as though the broken period 
‘were a separate chargeable period; this means that 
undistributed profits of the vendor will be calculated 
to a date twelve months before its end and the stand- 
ard for a full year on that basis will be reduced to 
conform to the length of the period. For subsequent 
GEN periods of the purchaser the vendor’s 
standard to be added will include the allowance on 
undistributed profits calculated to the date of the 
transfer. 
` As with pre-1952 transfers, if only part of a 
business is transferred the Eleventh Schedule will 
apply only if both companies so elect and in that 
event the Commissioners of Inland Revenue have 
to apportion the vendor’s standard profits to arrive 
at the amount to be added to the purchasing com- 
pany’s standard. 


Effect on the vendor company 

Frequently a company which has sold its business 
will not thereafter be interested in excess profits 
levy and will be wound up, but where it continues, 
the effect on its standard profits is the exact converse 
of the effect on the purchasing company. It gains 
12 or 14 per cent on the sale consideration, adjusted 
if necessary for assets and liabilities retained, and it 
deducts ite standard profits calculated as for a 
chargeable period of twelve months beginning on 
the date of sale. A nice point has been raised, whether 
it can deduct its worst possible standard instead of its 
best, but my personal view is that the phrase ‘standard 
profits for a full year’ must imply the same choice of 
standard each time it occurs in paragraph 3 (x1) of 
the Eleventh Schedule. 

If the vendor company is on a minimum standard 
it gains nothing and gives up nothing, but if the 
purchasing company allows the Eleventh Schedule 
to apply it will still succeed to the best alternative 
standard that can be found for the vendor company, 
subject, of course, to the 12 or 14 per cent penalty on 
the purchase price. 


Transfer from a firm to a company 

Where a business carried on by a firm is transferred 
as a going concern to a company, and the firm and 
the controlling shareholders of the company are 
strangers to each other, the Act provides no rules, 
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and no special adjustments in the excess profits levy 
computations of the company will be needed; it will 
merely have parted with certain assets, probably 
cash, in exchange for the assets of the firm, or else 
it will have issued shares which will bring about a 
straightforward addition to its standard profits equal 
to 12 or 14 per cent on the consideration. If, however, 
the company is controlled by the members of the firm, 
or past members, or their families, or their executors 
or beneficiaries, the company can elect,. under 
Section 47 (3) which contains this table of con- 
sanguinity in detail, that the Eleventh Schedule shall 
apply as it does between two companies, except, of 
course, that nothing need be done about the standard 
profits of the vendor in relation to its own liability 
because there is no such liability. 

Where the sale took place before 1952, the company 
notionally takes over the past profits and financial 
history of the firm and makes up its standard from 
the combined figures. If the sale takes place after 


rot the company increases its standard by what 


would have been the standard profits of the firm, 
except that a minimum standard cannot be assumed. 
Whatever the date of sale, the company will lose 
from its standard 12 or 14 per cent on the con- 
sideration money. 

The problem of transforming the past profits and 
finances of the firm into those of an imaginary 
company is obviously a difficult one. The only 
positive contribution made by Rule 6 of the Eleventh 
Schedule is the rather harsh one that the charge for 
directors’ remuneration shall be on the basis that all 
the partners shall be treated as full-time directors 
holding more than 5 per cent of the shares and drawing 
the maximum permitted remuneration — £2,500 for 
one and {1,500 each for up to three more. Their 
actual drawings as partners will be ignored and the 
problem of the notional share capital and notional 
distributions is laid in the lap of the Commissioners 
of Inland Revenue, with power to make other 
modifications as well. Borrowed money seems to be 
almost the only hard fact left in a highly supposititious 
affair. There is a right of appeal to the Special 
Commissioners on this transformation scene. 


Groups of Companies 
It is no exaggeration to say that it would only be 
possible to deal adequately with excess profits levy 
on groups of companies by devoting an entire paper 
to it, The subject occupies fifteen pages of the Act 
and the complexities of the Twelfth Schedule have 
become a byword. Nevertheless, the computations 
of many small groups are going along without any 
great difficulty, because in straightforward cases 
many of the legislative provisions do not apply at all. 
The membership of the group at January 1st, 1952, 
is ascertained, the composite standard and each 
member’s share of it are frequently not very difficult 
to calculate, though the choice of a standard becomes 
a lengthier process than for a single company, and 
thereafter the computations for each member proceed 
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independently with only slight modifications of the 
normal rules, such as the exclusion of internal 
dividends from profits except for calculating un- 
distributed profits, the exclusion of internal borrowed 
money and conformity to the principal company’s 
election on the treatment of initial allowances. 

It is when a group is restless, shedding or receiving 
members or changing the extent of its shareholdings, 
that complications arise. Experience has certainly 
shown that these are the aspects of group treatment 
on which we are most frequently asked for advice 
and on which the answers are most closely shrouded 
in the verbiage and cross-references of the Twelfth 
Schedule. On one or two of them it may be useful 
to say a few words. 


Acquisition of shares of another company 
If one company acquires all the shares of another 
, company after the commencement of excess profits 
levy, will there be a group or any other special result? 
There will be a resulting group if neither or only 
one of them has previously traded and neither or 
only one of them was incorporated before January 
met, 1952. If a pre-1952 company, for example, 
promotes a new company to work a new department, 
the result will be a group, or if an existing group does 
the same thing the new company will become a 
member (paragraph 1 (3) and paragraph 4). These 
new members bring no additional standard profit 
to the group; the new company will have issued, 
and the parent or existing member will be treated as 
having repaid, share capital equal to the consideration 
for the shares, so that in effect the new company 
will take a slice of the group standard (paragraph 12 
(1) and (2)). If, however, one pre-1952 company 
buys the shares of another pre-1952 company the 
result is not a group and there will be no merging 
of excesses and deficiencies. Each will continue 
with its own standard profits, but, because the 
holding of shares is more than 25 per cent, the 
purchasing company will be treated as having 
repaid share capital equal to the consideration money 
and will exclude from its chargeable profits any 
dividends received, except in computing undistributed 
profits; this will apply to any chargeable period 
throughout which the holding is at least 25 per cent 
of the ordinary share capital. (Section 50 and Twelfth 
Schedule paragraphs 12 (1), 12 (2) and 13 (a).) 


Sale of shares of a subsidiary 
Suppose an existing group sells the shares of a 
subsidiary to other interests, what are the results for 
excess profits levy purposes? ` 

This is an example of the process whose legal 
description ought to have won fame for some 
anonymous draftsman. The nexus has been severed 
between the subsidiary and the group, but for ease of 
interpreting the Twelfth Schedule it should be 
remembered that such a company continues to be 
referred to as a member of the group. Actually it so 
continues in a very limited fashion. It departs, 
taking with it its share of the group’s standard 
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profit, which may not be the standard it would choose 
as a separate entity, or it can change to a minimum 
standard instead (paragraph 6 and paragraph 8 (en, 
Apart from this inheritance of a standard based on 
group conditions it is for nearly all practical purposes 
out of the group. Its excess profits levy liability is no 
longer assessed on the principal company, the question 
of director-control will be decided on its own cir- 
cumstances and not on those of the principal com- 


‘pany and, most important of all perhaps, not only 


will there be no future set-off of excesses and de- 
ficiencies between it and the group, but it cannot 
use its own past excesses and deficiencies against 
its future deficiencies and excesses (paragraphs 17 
(3), 14 and 18). It continues to be bound, however, 
y the principal company’s election on initial 
allowances and, presumably, by any revocation of 
that election by the principal company after the 
termination of the levy, which might be rather 
disconcerting (paragraph 15). 

The departure of a member will affect the standard 
profits of the remaining members of the group to 
this extent, that the sale proceeds of the shares will 
be treated as an addition to capital of the selling 
member or members and thus add 12 or 14 per cent 
on those proceeds to the standards concerned. This 
seems logical, because neither the profits of, nor 


“dividends from, the departed member are in the 


standard profits of other companies in the group, 
whereas the income from the sale proceeds will 
presumably produce chargeable profits (paragraph 
12 (2)). 

If the group reduces its holding of ordinary shares 
of a member below 75 per cent, but retains more than 
50 per cent, there is no severance of the nexus and 
full group treatment continues because the companies 
remain under common control (paragraph 3). All 
that would happen would be that the member or 
members selling the shares would be deemed to have 
made an issue of share capital equal to the proceeds, 
which seems logical on the same basis of reasoning 
mentioned above. 

If a minority holding is retained by the group, 
even though it be less than a 25 per cent interest, 
any dividends received will continue to be excluded 
in computing profits, because paragraph 13, which 
prescribes this treatment, is unaffected by the 
severance of the nexus. The same adjustment will 
be made to the selling member’s standard by reference 
to the proceeds of the shares as is described above. 


Conclusion 
It is impossible to avoid a feeling of irritation that the 
complexities of excess profits levy have had to be 
devised and explored for so short-lived an imposition, 
but I hope that such a mood has not been com- 
municated in this paper, conscious as I am of its 
other shortcomings. Rather let us be thankful, for 
our own sakes and for the sake of the economic well- 
being of the country, that it has been found possible 
to terminate such a damper on industrial and com- 
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mercial enterprise and so insidious a temptation to 
extravagance, 

Work on excess profits levy will be with us for 
some considerable time yet and I hope that the 
observations in this paper may produce an informative 
discussion. 
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WEEKLY NOTES 


Technical Publications of the Institute, 


Elsewhere in this issue we report a short speech 
made by the President of The Institute of Chartered 
Accountants in England and Wales at a meeting of 
the Institute’s Taxation and Research Committee. 
Referring to Institute ‘publications on technical 
matters, the President said that if such publications 
are to have real value they must be the result of 
drawing upon the experience of members in all 
parts of the country and in all kinds of occupations. 
This is just what the Council is able to do, par- 
ticularly through the Taxation and Research Com- 
mittee. ‘Your membership,’ said the President, 
‘includes members from the areas of all the district 
societies and a substantial number of members in 
industry, commerce and other occupations outside 
public accountancy; and in addition you are able to 
draw upon the experience of the fourteen regional 
committees to which all major documents are sub- 
mitted for comment.’ It is useful to be reminded 
from time to time of this very broadly-based founda- 
tion on which Institute publications rest. 


Professional Unity 


The President was at pains to stress the unity of the 
Institute, notwithstanding the large number of 
members who are engaged in industry and commerce. 
‘Our entire membership of over 17,500 has been 
trained in public accountancy . . .’ he said. “We all 
start in the same way and it is only after qualifying 
that we are able to choose different paths according 
to our inclinations. But whatever paths we choose 
we are all chartered accountants. There is no cleav- 
age between one main branch and the other. We all 


` have our part to play in the profession. ` 


. . We find 
at every turn that the two main branches of member- 
ship are interdependent. Each has its special features 
and its limitations. Each has much to gain from close 
contact with the other. . ... Together we constitute 
one body, inspired by the desire to maintain and sur- 
pass the standards of service and conduct set by our 
predecessors.’ 

The President’s words are a happy reminder of 
the remarkable achievement which the Institute re- 
presents, an achievement resting on the wisdom of a 
handful of accountants who laid down, over seventy 
years ago, the essential conditions of admission to 
which: the Council today still attaches supreme 
importance. 


New President of the American Institute 
of Accountants ` 


Mr Arthur B. Foye, C.P.A.,-of New York City, was 
elected. President of the American Institute of 
Accountants at its annual meeting held in SES 
on October 2oth. 

Mr Foye, whose nomination as President was 
announced in our issue of May 2nd last, is senior 
partner in the firm of Haskins and Sells, Certified 
Public Accountants, and a partner in the firm of 
Deloitte, Plender, Haskins & Sells. A member of 
the American Institute since 1927, he was vice- 
president in 1951~52 and is a member of the execu- 
tive committee and chairman of the Foreign Affairs 
Committee. He is president of the Far East-America. 
Council of Commerce and Industry, the New York 
University Alumni Association and the Accountants 
Club of America; vice-president of the American 
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Asiatic Association and a member of the National 
Board of the Young Men’s Christian Association. 
The four vice-presidents of the Institute elected 
at the meeting were: Mr Michael C. Conick, c.p.a., 
Pittsburgh; Mr James E. Hammond, c.p.a., San 
Francisco; Mr Wallace M. Jensen, c.p.a., Detroit; 
and Mr John A. Peyroux, jun., C.P.A., New Orleans. 


Valuation of Shares for Estate Duty 


The hearing was resumed by Mr Justice Danckwerts 
in the Chancery Division last Tuesday of a 
revenue action in which Mr Cecil Raymond Holt, 
Mr John Alphonse Holt and Mr John Chadwick 
Mather appealed against the decision of the Com- 
missioners of Inland Revenue as to the value, for 
estate duty purposes, of 43,698 {1 ordinary shares 
in John Holt & Co (Liverpool) Ltd. The shares 
were the subject of a settlement, dated January 7th, 
1947, by Mr R. L. Holt, who died on March 11th, 1948, 
and the appellants are the trustees of the settlement. 

Mr B. J. M. MacKenna, Q.C., for the appellants, 
said that the company owned cargo ships, and its 
business was trading with West Africa. The Crown’s 
case was that the company had large reserves created 
out of undistributed profits, and that the value of 
the shares was 25s each. The appellants contended 
that the value was 17s 2d each, based on a past and 
prospective dividend of 5 per cent. 

Evidence had been given by Mr H. A. Benson, 
C.B.E., F.C.A., and other witnesses for the appellants. 

The Solicitor-General, Sir Reginald Manningham- 
Buller, Q.C., opening the Crown’s case, submitted 
that some of the information given to the Court was 
not information which a purchaser of shares -a 
minority interest in this private company — could 
normally expect to get. The question the Court had 
to answer was not what was the fair price of the 
shares on March bh, 1948, in the light of the 
evidence given to the Court, but what they would 
have realized if offered for sale on that date to persons 
who had all the information about the company they 
could properly be expected to have. 

‘I submit,’ said the Solicitor-General, ‘that, on 
the evidence given to your lordship and on the fullest 
possible disclosure of all adverse factors, the value 
of these shares if offered for sale on March 1rth, 
1948, was certainly not less than 25s each.’ 

The hearing was adjourned. 


Road Haulage Costing Report 


The joint committee set up in 1951 by the Institute 
of Municipal Treasurers and Accountants and the 
Institute of Cost and Works Accountants to promote 
and encourage research into cost accounting problems 
affecting local and public authorities has just pub- 
lished its first report. It deals with road haulage, a 





4 Transport Costing. Published for a joint committee of the 
Institute of Municipal Treasurers and Accountants (Incor- 
porated) and the Institute of Cost and Works Accountants, 
Sole distributors: Gee & Co (Publishers) Ltd. 2s 6d post 
free. 
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service of considerable importance both to local and 
public authorities and to the country as a whole. 

It is estimated that in 1950 a total of £536 million 
was spent on the transport of goods by road in 
Britain and that the current level of expenditure is 
probably appreciably higher. The saving implicit in 
this sum by increased efficiency in operation is, 
therefore, substantial. Another reason why this par- 
ticular subject was chosen by the committee is its 
suitability for providing standards against which to 
measure actual performance. Approximately two- 
thirds of the cost of motor haulage comprise the 
wages of drivers, licences, insurance, depreciation 
and garaging. The remaining third is divided 
equally between repairs and renewals of vehicles 
and fuel. From this analysis it is clear that the bulk 
of the expenditure is incurred in keeping the vehicles 
available for service. In consequence, the more they 
are utilized the greater is the potential saving in cost. 
It has been calculated that an increase of 1 per cent 
in the country’s utilization of road haulage vehicles 
would result in a saving of £4 million a year. 

The committee considers how best this may be 
effected and also suggests possible ways of economiz- 
ing in the expenditure on repairs and fuel and what 
costing data should be collected in order to afford 
satisfactory standards of comparison. If this workman- 
like report is indicative of its future activities, the 
committee’s publications should be a distinctive 
addition to the corpus of costing literature. 

The members of the joint committee responsible 
for the publication are: 


Representing the Institute of Municipal Treasurers and 
Accountants: Mr Ernest Sinnott, F.1.M.T.A. (joint chair- 
man), Chief Accountant, South Eastern Electricity 
Board, Hove; Mr Richard Marshall, F.1.M.T.A., County 
Treasurer, Gloucestershire County Council; Mr Walter 
Nuttall, F.1.M.T.A., F.c.w.A.,, Borough Treasurer of 
Darlington; Mr F. M. Walker, F.1.M.T.A., City Treasurer 
of Oxford. 

Representing the Institute of Cost and Works Account- 
ants: Mr A. W. Muse, F.c.w.a. (joint chairman), 
Chief Accountant, Public Works Department, City of 
Birmingham Corporation; Mr C. H. Durman, F.c.W.A., 
A.I.M.T.A., City Treasurer’s Department, Portsmouth 
Corporation; Mr Robert Glendinning, F.c.w.a., Senior 
Accounts Assistant, British Transport Commission, 
Marylebone Station; Mr S. C. Tyrrell, r.c.w.a., Local 
Director and Chief Accountant, Newton Chambers & 
Co Ltd, Thorncliffe, near Sheffield. 


Hospital Costing Working Party Appointed 


The Minister of Health has set up a working party to 
devise a system of hospital costing based on depart- 
ments and services, which could be used to supple- 
ment the existing subjective accounts system of 
dividing expenditure under such headings as salaries 
and wages, drugs and dressings, and provisions. 

His decision follows consideration of comments 
received from hospital bodies on the reports on 
hospital costing prepared by the King Edward’s 
Hospital Fund for London, the Nuffield Provincial 
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Hospitals Trust! and a subcommittee appointed 
by the Committee of Regional Hospital Board 
‘Treasurers*, - 

The Minister has stated that he agrees in principle 
with the view of many of the bodies consulted that 
while it is not practicable at present to replace the 
present subjective accounts system by one based on 
the departments and services of a hospital, a system 
of departmental and unit costing (supplementary to 
the subjective analysis of expenditure in the accounts) 
in at any rate the larger hospitals, would be of value 
to hospital administration and would facilitate 
efficient and economical spending. In his view the 
next step was to set up a working party charged 
with the task of devising a practical scheme on this 
basis with the fullest possible regard to the need for 
economy in money and manpower. 

The working party will suggest to what types and 
sizes of hospital the system it recommends should 
apply and will be free to suggest different systems 
for different types and sizes. The members of the 
working party are: 

Mr W. O. Chatterton, Ministry of Health (Chair- 
man); Mr F. J. Aldridge, Ministry of Health; Capt. 
J. E. Stone, c.p.8., M.C., F.9.4.4., Director, Division of 
Hospital Facilities, King Edward’s Hospital Fund for 
London; Mr G. McLachlan, B.COM., A.S.A.A., Account- 
ant, The Nuffield Provincial Hospitals Trust; Mr A. J. 
Bennett, M.A., F.H.A., Secretary, North West Metro- 
politan Regional Hospital Board; Mr F. S. Adams, 
A.3.A.A., A.I.M.T.A., Treasurer, Birmingham Regional 
Hospital Board; Mr S. Clayton Fryers, C.B.E., F.H.A., 
Secretary and Chief Administrative Officer, The 
United Leeds Hospitals; Mr J. W. D. Rowlandson, 
A.C.A., Chief Accountant, St Bartholomew’s Hospital; 
Mr W. Stansfield, F.H.A., Secretary, Sheffield No. 1 
Hospital Management ittee; Mr I. G. Bonn, 
A.I.M.T.A, F.H.A., Finance Officer, Brighton and Lewes 
Hospital Management Committee; Mr E. A. Hall, 
A.3.A.A., F.LM.T.A„, Finance Officer, Birmingham 
(Dudley Road) Group Hospital Management Com- 
mittee; Mr W. S. Smith, M.B.E., F.H.A., A.R.SAN.L, 
Secretary and Finance Officer, St Lawrence’s Hospital 
Management Committee, Bodmin, Cornwall. 


Failure to Make Sur-tax Returns 


The Inland Revenue successfully claimed a penalty 
under Section 22 (2) of the Finance Act, 1922 (now 
Section 232 of the Income Tax Act, 1952), in a case 
recently reported in The Times (C.I.R. v. Elcock, 
October 30th, 1953). Counsel for the Inland Revenue 
told Mr Justice Sellers that the defendant was a 
chartered accountant with very considerable and 
varied business interests, whose income had been 
provisionally assessed by the authorities at £20,000. 
The Special Commissioners had requested him in 
1950 to supply details of income for sur-tax purposes 
for the seven years concerned, but no return was 
made. Counsel asked for the maximum penalty. 
Section 22 (1) of the Finance Act, 1922, empowers 
the Special Commissioners to require the taxpayer 


i See The Accountant, December 6th, 1952, at pp. 661 and 678. 
3 See The Accountant, August 16th, 1952, at page 177. 
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to furnish, within such time as they prescribe (not 
being less than 28 days) the particulars the Special 
Commissioners consider necessary. Section 22 (2) 
provides as follows: 

‘22. — (2) If any person without reasonable excuse 
fails to furnish within the time prescribed any par- 
ticulars required under this section, he shall be 
liable to a penalty not exceeding fifty pounds, and 
after judgment has been given for that penalty to a 
further penalty of the like amount for every day 
during which the failure continues.’ 

His lordship said the defendant had failed to 
advance any excuse or justification for his neglect. 
He was a chartered accountant and therefore a person 
who knew something of the requirements of the 
Finance Act and of the necessary returns which had 
to be made. Without laying down any general prin- 
ciples as to the way in which the subsection should. 
be applied, his lordship gave judgment for the 
Crown for £350. 


Industrial Assurance 


The publication of the annual reports of the Indus- 
trial Assurance Commissioner has now been resumed. 
and the report for the year 1952 has just been issued.® 
It deals with the industrial assurance business 
transacted by the 14 companies and 115 collecting 
societies which are registered under the Friendly 
Societies Acts. 

The 1952 report is the first comprehensive report 
to be published since that for 1937; although a brief 
two-page report was issued for 1938. It therefore 
contains references to legislation passed and to certain 
matters of importance that have arisen in the mean- 
time. 

During the years 1937-52 the number of industrial 
assurances in force has increased from 96,225,000 to 
121,937,000, the premium income from £66,390,000 
to {137,605,000 and the industrial assurance funds 
from £385,056,000 to £918,992,000. The amount 
paid out in respect of claims on death during this 
period has increased from {21,550,000 to £32,836,000 
and in respect of claims on maturity of endowments 
from £6,579,000 to £34,502,000. 

From these figures it is obvious, the report says, 
that there has been a considerable change in the com- 
position of industrial assurance business and that 
the popularity of endowments and whole life policies 
with periodical endowment payments has greatly 
increased in recent years. 


Rayon Output Recovers 
The particularly heavy fall in rayon production during 
August was made good by a sharp recovery in 
September. Total output increased from 28-8 in 
August to 36-2 million lb which was only o-g million 
Ib lower than July — and if allowance is made for the 
fact that September was a shorter working month, 
its daily rate of output was slightly better than July. 


3 Report of the Industrial Assurance Commissioner for the 
Year 1952. H.M.S.O. as 6d. net. 
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FINANCE AND COMMERCE 


A fresh volume of demand for industrial equities has 
strengthened the general tone of stock-markets. Profit- 
taking has been quite well absorbed by fresh support 
and the volume of business passing has been on a fair 
scale. The movement towards good-class equities 
has been encouraged by a sequence of very satisfac- 
tory profit and dividend statements. 


‘Vespa’ Accounts 

This week’s reprint gives the accounts for Douglas 
(Kingswood) Ltd, which is still in the hands of a 
receiver and manager, Mr W. Walker, F.a.C.c.a. 
Douglas is a pioneer name in the history of internal 
combustion engines and motor cycles. More recently, 
the company has added the ‘Vespa’ motor scooter, 
under licence, to its stable and this car on two wheels 
is now becoming a familiar sight on the roads here, 
as it is on the Continent. 

The transfer from war conditions to peace, 
however, was for this company an unfortunate 
experience which has left its mark on the accounts. 
The board are now anticipating that at some future 
date there must be a reconstruction. They have 
deemed it prudent to make provision in full against 
all obsolete stocks of models, parts, materials, tools, 
jigs, etc., which are no longer current or which do 
not appear to be readily marketable. This adds 
£100,000 to the £25,000 provided last year. 

It will be noted that a valuation of fixed assets has 
been obtained showing a substantial surplus and 
presumably this surplus would figure in any recon- 
struction. Mr Harold Whitehead, the chairman, 
draws attention to expanding ‘Vespa’ sales but sees 
purchase tax and hire-purchase restrictions as im- 
pediments to trade. In this connection, we have 


heard of bank facilities being granted for the purchase ` 


of motor scooters on the E that their use would 
reduce the costs of travel for business purposes. 


Profit and Loss Account 


Taxation and tax adjustments seem to dominate the 
consolidated profit and loss account for the year to 
June 30th last, issued by The Calico Printers’ Asso- 
ciation Ltd. On one side there is £648,097 for United 
Kingdom income-tax on the year’s profits reduced by 
£55,017 by an adjustment of the previous year’s tax. 
This is followed by United Kingdom profits tax for 
the year of £119,634 reduced by £2,086 by an adjust- 
ment of the previous year’s tax. And on the other 
side, there is a credit for £769,347, the balance of 
provision for excess profits tax no longer required, 
after deduction of the relative income-tax. 

As the excess profits tax write-back is within {5,000 
of the balance carried to appropriation account, it 
would not be surprising if some stockholders gained 
the impression that the year’s profit for appropriation 
came from that entry. In point of fact, the first credit 


item shows that trading profit was up from about 
£% million to £1% million. 

There seems in this form of account, an argument 
for the single column statement which in appropriate 
stages and with heavy type for the ‘landmarks’ shows 
the way through the profit (or loss) story from the 
first to last chapter. We certainly find the single 
column, when well set down, easier to follow. 


Holidays with Pay 


Holidays with pay have come to stay. They are all 
part of: the social evolution which has gone forward 
so rapidly in the last generation. Some company 
chairmen make a particular reference to the impact 
of paid holidays on profits on their first introduction, 
but it soon becomes the norm and sinks back into. 
the range of expenditure that seldom sera the light 
of day in the published accounts. 

While welcoming the fullest disclosure in company 
accounts, however, one wonders what real object 
can be served in singling out this item ‘holidays with 
pay’ for publication in the accounts of S. G. B. 
(Dudley) Ltd, manufacturers of sanitary ware etc., 
of Dudley, Worcestershire. The cost to the company 
under this head is shown as £5,140 for the year to 
June 3oth, 1953, as against £5,477 the year before. 

It would be another matter if the accounts opened 
with a turnover figure and showed how this was 
absorbed under various main heads such as cost of 
materials; salaries, wages, etc.; and other grossed 
items of expenditure. But it looks rather as if the 
directors had some particular purpose in thus 
emphasizing the cost of holidays with pay. Some 
people might ask: Whose holidays? 


Hall’s Wine Cheaper 


In the accounts to April 3oth last, issued by Stephen 
Smith & Co Ltd, provision is made for the effect of 
the reduction in the price of Hall’s Wine, one of the 
company’s products, which came into operation on 
May ist. This reduction, states Mr Redit Ganiford, 
the chairman, involved the company in the obligation 
to recompense trade customers for loss on stocks for 
which the former trade price had been paid. 

The downward revision in trade terms was 
‘substantial’ and entailed a corresponding high total 
in the amount of claims received. The board has 
taken the view that as the decision to cut the price 
was governed by a long-term policy, claims received 
should not be charged against current profits. 

Specific provision has therefore been made in a 
reserve of {£10,000 ‘to meet estimated allowances 
arising out of reduced price of Hall’s Wine’ under 
the heading of revenue reserves. This amount has 
been taken out of the credit balance on profit and 
loss account, which, standing at £33,583, is some 
£30,000 higher, the chairman points out, than was 
until quite recent years habitually carried forward. 


eler KINGSWOOD) LIMITED 
(W. Walker, J. Be C.C.A, ~ Receiver and Manager) 
Balance Sheet as at December 31st, 1952 


Mambars Interest In the Com 
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(I) Share £ £ 
orized: 
760,000 Ordinary Shares of 5s each ee wë ka $s Së ¥ e 190,000 
240,000 ‘A’ Ordinary Shares of 5s each .. oe ya SN si b 200 
£500,000 Ordinary Stock in units of 5s each vi Ss ce ra 500,000 
£100,000 Deferred Stock in units of 2r each e y ve ne 100,000 
d — £850,000 
issued and fully paid: — 
2,000, Ordinary Stock units of Ss each oe ag is Se as 500,000 
1,000,000 Deferred Stock units of 2s each g e A 100,000 
600,000 
(H) Revenue Reserve . P AA Sé Së a Ge zë . e 10, 
(iit) Profit and Loss Account ` SA Abt ie eh Pa ex a e .. 1,046,221 1,036,221 
£436,221 
Gross Yalues £ 
At Valuation 
amounts written off 
cost (including 
War Damage 
Represented bys 
{1} Pixed Assets 
Freehold Land and Bulldings 181,171 
Fixed Plant and Machinery .. 78,469 
Loose Plant, Furniture, EE and Walt 27,295 
Vohicles e ei wé 1,757 
288,692 
. Patents, Trade Marks, ‘Licance Rights, etc. yA ie ie aces l 
` Shares in Subsidiary Company, Douglas (Sales A Service) Led AN SKI o £ ! 
288,694 
*The Freehold Land, Bulldings, Plaat, etc., excluding vehicles, wera valued 
Henn Henry Butcher A Co as at December Bist, 1952, In cha sum of E P 
which was 595 In excess of book value of thase assets at chat date, 
(2) Douglas Vespa Davelopment Account — seo Directors’ Report attached. 
Licenca, Tools and Development at cost, as at December Ziler, 1951 DÉI 85,532 
Additions during the year we oe as .. DÉI . Di P 14,912 
100,444 
Less Amortised to date gx D Ta ae SS D ge 15,008 
Written off this year `. we Së a Zei Si 51,021 
Se 66,029 
Transfer to Douglas Vespa Tools Account .. e ne ai 34,415 — 
(3) Current Assets Loss Liabilities: S 288,694 
Stock on hand and work in progress SN DÉI oe es s4 418,561 
Douglas Vespa Tools Account ee e oe ak Ge 34,415 
Sundry Topa and Unexpired Charges a Séi DÉI Sp os 107,876 
Cash in han DÉI . Di se aia vs . See 1,421 
i 562,273 
Trade Creditors and Accrued Charges tes a DÉI te DÉI 150,879 
Bank Overdraft v DÉI 130,332 
Provision for Servico and Warranty and Deferred Maintenance ae Ve 1,500 o 
et Current Assets 279,562 
(4) (a) 6 per caat Convertible Debanture Stock (repayable December Bist, 
arged on certain Douglas Vespa assets. Stockholdars have tha 
option exercisable e December 31st, 1955, to convert thalr holdings 
Into fully pald ‘A’ Ordinary Shares at KC 60,000 
(b) 6 per cant Secured Loan (secur by first charge on certain other 
jas Vespa er) ie ` ve DÉI 50,000 
—— 110,000 
Gi Pre-recelver Liabilities: 169,562 
Preferential Creditor... a (1,647 
Bank Overdraft (secured by a e over all the Company’: 3 Assets except 
those covered by 4 (a) Cae t) . Di Kä ve 025 
Sundry Creditors and Undalmed ividends — Di Fà a's oe 124,805 Si 
—— 724,915 
£436,221 
Capital commitments at December 3ist, 1952, amounted to approx. £7,000 
HAROLD 








11,647 


741,016 
124,892 





ITEHI 
C. McCORMACK 


A 
tepore to the members of Douglas (Kingswood) Limited that we have oc the books and accounts of che Company for the year ended 
Eet ée 1952, and have obtalned all the Information and explantions which to che best of our knowledge and belief were necessary for 








1951 
£ £ 
190,000 
,000 
000 
100,000 
meme £850,000 
$00,000 
[00,000 
semen” 600,000 
(0,000 
656° 848,656 
£248,656 
r 
£ 
183,828 
79,283 
30,006 
2,295 
295,412 
l 
) 
295,414 
60,000 
25,532 
65,532 
9,975 
75,557 
370,97) 
515,978 ` D 
198,050 
317,928 
60,000 . 
257,928 
877,555 
+ e 619,627 
£248,656 
EAD) Directors. 


In our opinion proper books of account have been kept by the Company so far as appears from our examination of those books, 
The foregalng Balance Sheet and annexed Profit and Account ara In agreement with the books of account. in our fe and to the 


best of our Information and according to the explanations given to us che sald Balance Sheet and Profit and Loss Account 
required by the Companies Act, 1948, In the manner so required and they give In che case of tha Balance Sheet a true and 


Iva che Information 
r view of che etate 


of the Compan Large x affairs as at December 3lst, 1952, and In the case of the Profit and Loss Account a true and falr vlew of the loss for the year 


ended on that 
London, 


idth, 1953 + THOMSON McLINTOCK & CO, Chartered Accountants. 
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DOUGLAS (KINGSWOOD) LIMITED 
(W. Walker, J.P., F.A.C.C.A,- Recalver and Manager) 
Profit and Loss Account for the year ended December 31st, 1952 
É £ al £ 
Profit on Trading (after crediting £4,660 SCH to pier zan; the GE ngure for 1331 being 
£18,567) : Sé 40,367 39,633 
Less Depreciation of Fixed Assets 13,264 13,377 
Amortisation of Douglas Vespa tools 5,033 9,975 
Remuneration of Directors in executive apadty « 3,375 2,500 
Auditors’ Fees a d §25 525 
Valuers’ feas 2,625 — 
24,822 26,377 
15,545 13,261 
Less Intorest; 
Bank and other Interest Including guarantee commission .. 4,743 1,032 
6 per cant Convertible Debenture Stock .. Sc 3,043 — 
6 per cent Secured Loan r (e 2,594 — 
10,380 —_— 1,032 
- 5,165 12,229 
Less Interest on Pre-roceiver Bank Overdraft 31,709 26,627 
Net Loss for the Year, subject co proviston for foss on stocks 26,544 14,398 
Add Further provision for loss on Stock, cha major part of which refers to o prior years . {10,000 25,000 
Written off Douglas Vespa Development Account a 51,021 — 
161.021 25,000 
Dobit Balance, brought forward .. 858,656 819,258 
£1,046,221 £858,656 








Note. ~ Re Subsidiary Company: The transactions of a Subsidiary, Douglas (Sales & Service) Ltd, which acts solely as a selling agent for: 
the Company, have been Included In these accounts, Its operations for the year have resulted in nelcher profit nor loss. 


HAROLD WHITEHEAD 
 MCCORMAC }otrectors. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Fixed Term Annuity 


Sir, ~ Are any of your readers, I wonder, conversant 
with the tax position which arises when a son makes 
a deed to pay his parents a fixed amount of money 
annually for, say, ten years, part of the sum repre- 
senting the repayment of a loan and part the interest 
thereon? 
Yours faithfully, 
Dunstable, Beds. ERIC M. BLAIR. 


[It seems that the son would be entitled to deduct 
income-tax from the interest portion of the annuity 
only, and this portion would represent income in the 
parent’s hands. Of the more recent cases on the subject 
our correspondent should refer to CJR v. Mallaby- 
Deeley ({1938] 17 A.T.C. 503; 23 T.C. 153) and 
Goole Corporation v. Aire & Calder Navigation 
Trustees ([1942] 21 A.T.C. 156). — Editor) 


Section 459 (14), Companies Act, 1948 


SIR, — It would be of great interest to the writer to 
have the opinions of your readers on the interpreta- 
tion of Section 459 (14) of the Companies Act of 1948, 
as this has been the subject of discussion without 
satisfactory solution. 

The example in question is that of a small private 
company incorporated in November 1947 under the 
Companies Act of 1929, adopting Table A of that 
Act, with modifications, as its articles of association. 
Contained therein was Section 80 of Table A regard- 
ing removal of directors which required an extra- 


ordinary resolution that could only be carried by a 
three-quarter majority. 

Section 184 of the Companies Act of 1948 requires 
only an ordinary resolution for the removal of a 
director and can be effected ‘notwithstanding any- 
thing in its articles etc.’ (Table A, Section 96) and 
would on the face of it appear to override Section 80 
of Table A of the Companies Act of 1929. 

Does, however, Section 459 (14) (e) of the Com- 
panies Act of 1948 keep Section 80 of Table A of the 
1929 Act still operative? 

Yours faithfully, 
PERPLEXED. 


Profits Tax: Non-Distribution Relief 


Sir, — We are all familiar with the anomaly by which, 
although the whole of the available profits of a com- 
pany may be distributed to its members, there still 
remains a notional ‘relief for non-distribution’ which 
may well give rise to a distribution charge in subse- 
quent years on a distribution of capital profits or on 
liquidation. 

This, in the main, is brought about by the fact 
that in view of the incidence of profits tax itself, 
the whole profit as computed for profits tax purposes, 
can never in fact be distributed. 

I suggest that this manifestly inequitable situation 
could be avoided quite simply by deducting from 
the computed non-distribution relief a sum equal 
to profits tax at 20 per cent on the grossed-up | 
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amount of the profits tax payable. This is shown 
clearly in the following examples. 








Example I (whole profit distributed) 
£ £ £ 
Taxable profit .. 20,000 
Income-tax 9,900 
Profits tax: 
Proft.. £20,000 at 224% 4,500 
Dividend (gross) 14,000 
Non-distribution 
relief £6,000 at20% 1,200 
` . . =_—.« e 3,300 
Net distribution ` 9,700 
20,000 
ee ae £ 
Non-distribution relief as above, £6,000 at 20% 1,200 
Profits tax, £3 300 
Grossed at gs, £6,000 at 20% 1,200 

















Relief carried forward against future distributions Nil 
Example II (partial distribution) 

Year I £ £ P x 
Profit.. na Ns ie 20,000 
Income-tax .. SR ab DÉI 9,000 
Profits tax .. £20,000 at zait 4,500 
Gross dividend 10,000 
Non-distribution 

relief +» £10,000 at 20% 2,000 
N Lees 500 
Distribution (net) 5,500 
—— 17,000 
Balance, carried forward .. D 3,000 

Non-distribution relief as above, £10,000 
at 20% 2,000 

Profits tax, fa, ,500 grossed a at Ge Zuang at 

20% — 909 

Relief carried forward pgainst nre dis- 

tributions £ 1,091 


This is equivalent to profits tax on the balance carried 
forward, £3,000 grossed at os = £5,455 at 20% = £1,091. 
Year II £. £ 

Balance brought forward .. 3,000 

(Assume no taxable profit for the year, but 

balance wholly distributed) 





Profits tax distribution charge 1,091 
Net distribution 1,909 
—~ 3,000 
Distribution charge: £ 
Diyidena (net £1,909) = gross £3471 at 
694. 
ZO Profits tax (net £r, 091) E gross 
£1,984 at 20% 397 
1,091 
Non-distribution relief brought forward .. 1,091 
ep e » carried forward .. Nil 
Yours faithfully, 
C. E.T. 


[We would not say that the present law is ‘manifestly 
inequitable’ in this respect. There is no question of 
withdrawing more relief than has actually been given. 
- A more logical (but less welcome) tidying up of. the 
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law would be to limit non-distribution relief to the 
excess of the actually distributable profit over the 
amount distributed. However, the present law may 
well be considered to be quite complicated enough. - 
Editor.] 


Taxation of Doctors: Danckwerts Award 


Sir, — The fault of your correspondent ‘C.A. (yow 
October 24th issue) lies not in his assessments but ir 
his presentation of income under the Danckwerte 
award. 

Unless his doctor ceased practice on June 30th 
1952, his income from this award does not finish at 
that date but is merely transferred to the doctor’: 
main statement of account. 

Thus, unless there has been a radical loss oi 
patients, the income under the ‘award’ will continue 
at the rate of {1,000 p.a. at least. 

Therefore, in order to compare the income vit 
the assessments, the following statements should be 
presented: 


Danckwerts 
Award Assessment 
£ £ 
1949-50 250 250 
1950-51 1,000 1,000 
1951-52 : > 1,000 
1952-53 ,000 


Le, £250 to June 30th, igea Blas £750 shown 

in main statement 
. £1,000 £1,000 

and so on 

I have not commented on the fact that the account- 
ing year in this case may end on December 31st, as the 
rate of remuneration is constant and does not affect 
the issue. 

Incidentally, T have found that the use of the words 
‘based on’ or ‘by reference to’ the preceding gea 
helps to prevent a client from thinking that he is 
always a year in arrears with his tax assessments. 

Yours SE 
London, SE24. F. T. MERRICK. 


1953-54 


Accounting for Goods in Transit 
S, — The query raised by ‘Goods in Transit’ 
(October roth issue) seems to admit of but one 
solution. It is surely incorrect to adjust actual stock 
values in order to agree a financial accounts figure; 
the actual stock on hand must be the figure to go into 
the balance sheet. 

It is not unknown for goods received but not 
invoiced to have been actually issued to production 
before the end of the accounting period, and included 
in the period’s sales. 

I suggest that all goods received should be entered 
in the costing records, and, if not invoiced by the 
end of the accounting period, covered by the creation 
of ‘purchase liabilities’, to be added to the period’s 
purchases. Some subsequent adjustment may be 
necessary if the eventual invoiced prices differ, but 
this is easi ily handled. Of course, such invoices, 
received in the next period’s trading, are not debited 
to purchases in that period. 
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As for invoices received, but no goods to hand, 
just ignore them, and carry them forward as a memo- 
randum entry to the next accounting period. 


Yours faithfully, ` 
A.C. W.A. 


Electric Motors: Initial and Annual 
Allowances 


SIR, — In the building of a new factory a number of 
electric motors of varying horse-powers were ordered, 
in excess of the number actually installed, and were 
put into stock (both physically and financially) to 

held as spares against the time when motors needed 
re-winding etc. 

There are two lines of thought as to the procedure 
that should be adopted when a motor that forms part 
of the plant is sent for repair. 

(1) A new motor to be issued from stock ‘on loan’ 
to the plant, the stock-card being documented to this 
effect. The repaired motor to be taken back into stock 
at the full book value of the motor taken out to 
replace it, the cost of repair being charged to revenue. 
At the end of each year the repaired motors in stock 
to be revalued to take account of any estimated depre- 
ciation and any resulting loss charged to revenue. 

(2) When a new motor is withdrawn from stock to 
replace one sent away for repair it is to be charged to 
capital account, and the appropriate initial and annual 
allowances claimed. When the repaired motor is 
returned it will be kept in a separate stores and 
adequate records maintained of its movements but 
no ‘stock’ value ascribed to it. A new motor to be 
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-withdrawn from the stores for use on this basis only 


when there is no repaired motor of a similar type 
available. 

If any of your readers have had experience of 
either method of working, particularly with regard 
to the decision of the Inspector of Taxes on the 
question of initial and annual allowances, we shall be 
pleased to have their views. 

Yours faithfully, 
RE-WOUND. 


‘Pressure on Purchase-tax’ 
Em, — Under the heading ‘Pressure on purchase- 
tax’, you state in your Weekly Notes (October 31st 
issue) that there is a widely held opinion that: 

‘a more simple, equitable impost could be devised 

which would fall at the point of sale to the general 

public, rather than at the wholesale level.’ 

However bad in principle the present purchase- 
tax system may be, it would surely be much more 
inequitable if the collection of the tax fell upon the 
retailer. Very many retail businesses are small one- 
man concerns and as we know in many cases their 
accounting records are not all that they could be. 
The amount of income-tax which is lost because of 
inaccurate records or sometimes a complete lack of 
records is probably quite substantial. 

If these small traders were also responsible for 
paying over purchase-tax, it seems certain that a 
further loss to the nation’s revenue would result. 

Yours faithfully, 
ALAN R. KNIGHT. 

Kingsbury, London, NWo9. 


TAXATION CASE 


A full report of the case summarized in this column will be published, with Notes on the Judgment, 
in the Annotated Tax Cases. 


In re Delhi Electric Supply and Traction 
Co Ltd 


In the High Court of Justice (Chancery Division) 
July 30th, 1953 
(Before Mr Justice VaIsEy) 
Income-tax — Foreign tax — United Kingdom company 
trading in India ~ Liquidation — Whether tax provable — 
Companies Act, 1948, Section 302. 

The company conducted an electricity under- 
taking in India until March 2nd, 1947, at which 
date the undertaking was purchased by the Govern- 
ment of India. The purchase price was paid, for 
the most part, in the following month, and was 
remitted to the United Kingdom except for a small 
portion thereof. On May 25th, 1949, the company 
went into voluntary liquidation. On March 24th, 
1951, the liquidators published in the Gazette of 
India, a notice calling on creditors to prove in the 
liquidation. The Government of India claimed 
amounts of income-tax and capital gains tax from the 
company, and on April 28th, 1951, the Commis- 
sioner of Income Tax, Delhi, asked the liquidators 


to hold up the liquidation so as to enable proofs for 
these claims to be formulated and made, and to this 
course the liquidators agreed. When the proofs of 
debt were made the liquidators rejected them on the 
ground that the proofs were for foreign tax, which 
could not be enforced in this country. The liquidation 
was a solvent one. 

The Government of India appealed against the 
rejection of the proofs, and contended (a) that the 
amounts of tax were liabilities within Section 302 of 
the Companies Act,.1948; (b) that the rule that the 
Courts of one country would not enforce the revenue 
laws of another country did not apply to the case; 
(c) that in any event that rule should not be extended 
to claims for tax due in a Commonwealth country; 
(d) that by reason of provision in Acts relating to 
India, that country was in a special position in this 
connection. 

Held, that the case was governed by the rule that 
the Courts of the United Kingdom would not enforce 
revenue debts due to other countries; and that, 
therefore, the appeal could not succeed. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


TAXATION AND RESEARCH COMMITTEE 


The seventy-second meeting of the Taxation and 
Research Committee was held at the Institute on 
Thursday, October 15th, 1953, at 2 p.m. 

Present: Mr G. S. Hamilton (in the chair); Messrs 
R. D. R. Bateman, M.B.E., T. Fleming Birch, R. P. Brown, 
J. B. Bumie, P. F. Carpenter, J. Cartner, R. M. Chapman, 
T.D., A. H. Cheney, J. Clayton, R. W. Cox, R. E. Davis, 
W. P. Elliott, opg, A. R. English, F. J. Eves, E. S. Foden, 
F. M. Gilliat, G. G. G. Goult, SC Hand, E. A. Harris, 
N. B. Hart, opp, T.D., W. S. Hayes, G. N. Hunter, S. 
Kitchen, E. N. Macdonald, pGac, G. P. Morgan-Jones, 
R. J. Ogle, R. A. Palmer, T.D., A. H. Proud, H. F. Strachan, 
W. F. Tidswell, G. L. C. Touche, C. P. Turner, D. P. 
Walton, R. Walton, E. F. G. Whinney, E. K. Wright and 
G. H. Yarnell, with an Assistant Secretary of the Institute 
and Mr K. H. Saunderson, Assistant to the Taxation and 
Research Committee. 


The President of the Institute, Mr James Blakey, 
attended the opening of the meeting. In introducing 
the President, the chairman, Mr G. S. Hamilton, said: 

‘It is my privilege this year to welcome on behalf of the 
Taxation and Research Committee, the President of the 
Institute, Mr J. Blakey, and I should like to say how much 
we appreciate his coming here today on the first meeting of 
our new year. 

‘I am sure that many of us were heartened to hear 
Mr ‘Blakey’s opening address at the autumnal meeting in 
Scarborough last week and although, as Mr Blakey said, it 
is not for the Institute to enter into party political controver- 
sies, that should not prevent the leaders of the profession 
from talking from their experience and knowledge in the 
sound commonsense way which Mr Blakey did, even 
though it may be contrary to the doctrine of certain 
politicians. I am sure that we are greatly indebted to Mr 
Blakey for giving such a lead. 

‘Today’s meeting marks the commencement of the 
twelfth year of this committee’s existence and of the forty- 
eight members, only five of the original members are now 
left with us. We feel that over the years this committee has 
made some contribution to the knowledge of the general 
body of members as it certainly has added knowledge to 
the members of the committee itself and we hope that we 
are playing a not unworthy part in the development of the 
profession, 

‘We have at the moment in the hands of the various 
subcommittees, a number of matters which we hope are 
nearing conclusion, but the very nature of these makes their 
examination a somewhat lengthy business.’ 


SPEECH BY THE 
PRESIDENT OF THE INSTITUTE 


The President then addressed the meeting: 


‘It is now a well-established practice for the President 
of the Institute to say a few words to the T'axation and 
Research Committee at the commencement of a new 
committee year. I am particularly glad to carry on this 
tradition because it gives me an opportunity on behalf of 
the Council of thanking the retiring chairman, Mr Goult, 
for his services and extending our good wishes to Mr 
Hamilton for a successful year to come; also to the vice- 
chairman, Mr Fleming Birch, who I number amongst 
my personal friends. This committee will no doubt have 
expreased the thanks that are due from us all to Mr 
Wilkinson and his assistant, Mr Saunderson. 


‘Each year sees a few changes in the membership of your 
committee. Some members present today are attending for 
the first time and I would therefore lixe to assure them that 
the appearance of the President at your meetings is an 
annual occurrence only. They will not have to bear with 
me for the rest of the year. 


Statements on Technical Matters 


‘The establishment of your committee in 1942 was, in my 
opinion, one of the most important steps ever taken by the 
Institute. It has enabled the Council to embark upon a 
series of statements, on technical matters, for the guidance 
of members generally. I think this is a service which is very 
highly appreciated. Moreover, it would not be practicable 
for the Council to send in memoranda such as, those 
submitted to the Royal Commission on Taxation of Profits 
and Income without the enormous assistance given by your 
committee. The Council and its committees have a great 
deal of work to do outside the technical field. Membership 
of the Council would, therefore, be an intolerable burden 
if its committees had to undertake the whole of the research, 
detailed consideration and drafting, which are involved in 
the preparation of Institute publications on technical 
subjects, 

‘If Institute publications are to have real value they 
must be the result of drawing upon the experience of 
members in all parts of the country and in all kinds of 
occupations, Your committee provides the machinery to 
enable this to be done. Your membership includes members 
from the areas of all the district societies and a substantia} 
number of members in industry, commerce and other 
occupations outside public accountancy; and in addition 
you are able to draw upon the experience of the fourteen 
regional committees to which all major documents are 
submitted for comment. 

‘The setting up of the Taxation and Research Committee 
is thus one of the practical ways in which the Council has 
demonstrated its desire to encourage as many members of 
the Institute as possible to contribute to the work and welfare 
of the Institute, for the benefit of the members as a whole, 
the future members and indeed the profession as a whole. 


Members in Industry and Commerce 


“Those of you who are now engaged in industry or com- 
merce received your training in the offices of practising 
members. Our entire membership of over 17,500 has been 
trained in: public accountancy. I feel sure that those of you 
who are now otherwise engaged will readily agree with the 
Council in believing that this is the best form of training for 
subsequent work outside the practising side of the profession. 

‘We all start in the same way and it is only after qualifying 
that we are able to choose different paths according to our 
inclinations. But whatever paths we choose, we are alk 
chartered accountants. There is no cleavage between one 
main branch and the other. We all have our part to play in 
the profession. This is fully recognized by the Council and 
the establishment of your committee was one of the ways in 
which the Council has enabled members in a great variety 
of occupations to make their contribution. 

‘The training of future members must of course rest 
with practising members and a very important responsibility 
it is. Even here, however, the members not in practice have 
an indirect contribution to make. Articled clerks come into 
contact with a great variety of accounting records in clients’ 
offices and many of these records are parts of accounting 
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systems -devised, installed and controlled by members in 
industry and commerce. 

‘In short, we find at every turn that the two main branches 
of membership are interdependent. Each has its special 
features and its limitations, Each has much to gain from 
close contact with the other through means such as this 
committee, summer courses and the autumnal meeting 
which ended a few days ago. 

‘Together we constitute one body, inspired by the desire 
to maintain and surpass the standards of service and conduct 
set by our predecessors.’ 

The President then referred to various matters 
currently under consideration and concluded his 
speech with good wishes for the success of the com- 
mittee’s deliberations in the forthcoming year. 

The chairman proposed a vote of thanks to the 
President which was carried with acclamation. The 
President then left the meeting. 


Mr G. G. G. Goult 
A hearty vote of thanks was accorded to Mr G. G. G. 
Goult for his services as chairman during the year 
1952-53. 
Membership 

It was agreed that letters of appreciation of their 
services be sent to the following who retired from 
membership of the committee on September 3oth, 
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1953: Messrs K. W. Bevan (1949-53), W. G. Campbell 
(1942—53), E. H. Davison (1948-53), R. B. Dixon 
(1948-53), R. A. Marden (1950-53), J. W. G. Mitchell 
(1949-53), H. Norris (1949-53), P. M. Rees (1942-53) 
and C. N. Storey (1951-53). 


Standing Sub-committees 
Reports from the following standing sub-committees 
were received: 
General Advisory Sub-committee (including pro- 
gress reports by three drafting sub-committees). 
Management Accounting Sub-committee (including 
progress reports by two drafting sub-committees). 
Taxation Sub-committee. 


Ad hoc Sub-committees 


Reports were received from three special sub- 
committees. 


Future Meetings 


The next meeting was fixed for Thursday, December 
1oth, 1953, at 2 p.m., and the following dates were 
provisionally arranged for meetings during 1954: 
Thursday, February 18th; Thursday, April 15th; 
Thursday, June 17th; Thursday, September 16th; 
Thursday, October 21st; Thursday, December 16th. 


NEW TENDENCIES 
IN PUBLISHED ACCOUNTS 
INDUSTRIALIZATION OF THE NETHERLANDS 


Annual Conference in Amsterdam 


Published accounts and the industrialization of the 
Netherlands were the two subjects discussed at 
the 1953 annual conference — the ‘yearday’- of the 
Netherlands Institute of Accountants, which was held 
in Amsterdam on October 3rd, in the Royal Institution 
for the Tropics. 

Accountants from Belgium, Denmark, England, 
Finland, Norway, the United States of America and 
Western Germany were present. Some 400 members 
of the Netherlands Institute (more than one-third of 
the total membership) attended the conference, as 
well as representatives of the Dutch Government and 
other authorities, the universities and other profes- 
sional bodies. His Excellency Mr Kranenberg, Secre- 
tary of State for War, was also one of the guests, 

The President of the Netherlands Institute, Pro- 
fessor Keuzenkamp, Professor of the Economic Col- 
lege at Rotterdam and a practising accountant, was 
in the chair. 


The English Representatives 


As in previous years, invitations had been sent to 
‘bodies of accountants in several other countries: 


The Institute of Chartered Accountants in England and 
Wales was represented by Mr Douglas A. Clarke, LL.B., 
F.c.a., and Mr Alan Maclver, M.C., B.A., Secretary of the 
Institute; The Institute of Chartered Accountants of 
Scotland by Mr C. I. R. Hutton, c.a.; The Society of 
Incorporated Accountants and Auditors by the Presi ent, 
(Mr Percy Barrowcliff,. F.8.a.A.; and The Association of 
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Certified and Corporate Accountants by the President, 
Lord Latham, J.P., F.A.c.c.a., and the Vice-President, 
Mr MacFarlane Gray, F.a.c.c.a. Mr C. A. Reid, C.a., of 
London, was also present. 

‘The American Institute of Accountants was represented 
by Mr J. William Hope, c.p.a., Immediate Past President 
of the American Institute of Accountants, of Bridgeport, 
Connecticut; the Danish Foreningen af Statsautoriserte 
Revisorer by Mr Auge Nielsen and Mr V. Spang-Thomsen, 
of Copenhagen, and Mr Borge Hansen, of Copenhagen, 
was also present; the Norwegian Statsautoriserte Revisorers 
Forening by Mr Ludvig Larssen, of Stavanger; the Finnish 
Foreningen C.G.R., by Mr Borge Forsström, of Helsinki; 
the German Institut der Wirtschaftspriifer by Dr W. P, 
Trescher, of Düsseldorf; and the Belgian Nationaal College 
der Accountants by Mr Theo Pirenne, of Antwerp, 


The President introduced the representatives of 
visiting countries; the English, Belgian and German 
representatives were in turn welcomed in short speeches 
in their own languages, while the representatives of 
the Scandinavian and northern countries were wel- 
comed in English, which was used as an international 
language. Apart from these introductions, all pro- 
ceedings were in the Dutch language. 


International Development of the Profession 


In his opening address, the President of the Nether- 
lands Institute said that the profession of the account- 
ant is international, in that it is found all over the 
world, The development of the profession has, how- 


534 


ever, arisen nationally in accordance with the needs of 
the economic life of each country. Exchange of views 
and experiences between accountants in different 
countries has so far been, in the main, incidental, but 
has been fostered by international congresses of 
accountants held at long intervals. 

The Amsterdam congress of 1926 was followed by 
others: in New York in 1929; in London in 1933; in 
Berlin in 1938; and after the war in London in r952. 
With the holding of the next international congress 
in Holland in 1957 there will then have been seven 
congresses (including that in St Louis in 1904) of 
which two will have been held in the Netherlands, 
two in England, two in the United States and one in 
Germany. 

In the long interval between two international 
congresses, what can be done to spread professional 
opinion internationally? The professional accountancy 
press could do a great deal to spread knowledge of the 
views and practice in other countries. International 
interest in the Dutch profession was already growing 
in accountancy journals, particularly in England, the 
United States, Canada and Denmark. 

With this divergence in practice in the different 
countries, it is, continued the President, desirable to 
consider whether it is not possible to find an inter- 
national level (niveau) at which accountants in different 
countries may be able to meet as colleagues and fully 
understand each other’s work. For this as a starting- 
point, it would be necessary to have a common and 
accepted conception of the functions, obligations and 
work of the professional accountant. 

It is the earnest hope of the Netherlands Institute, 
the President concluded, that the international con- 
gress in Holland in 1957 will not only provide mutual 
information on professional problems, but will also 
make another contribution towards mutual under- 
standing of the outlook and the professional work of 
accountants in other countries. 


Industrialization in the Netherlands 


The morning session was of general economic interest. 
Dr P. Schoenmaker, director of the Artillerie-Inrich- 
tingen (Government Ordnance factories) at Hembrug, 
gave an address on “The direction and the tempo of 
industrialization in the Netherlands’ in relation to 
increase of industrial production and national income, 
greater savings and capital formation and a broadening 
of the volume of employment. With the strong growth 
of population there was need for the fullest utilization 
of the limited national resources. It is necessary to 
import metal ores, textile raw materials, timber, 
leather and rubber. While it is true that the favourable 
location of the Netherlands and a natural aptitude for 
business are national assets, it will be necessary, in 
order to maintain equilibrium in the balance of pay- 
ments, to increase exports substantially if industrial- 
ization is to be expanded. 

Spectacular new industrialization is not at present 
to be expected in Holland. Industry must supply goods 
of high quality at a competitive price which still yields 
adequate profit. Technical qualities must be still 
further developed by research, education and voca- 
tional training, and the taste and preferences of the 
various export markets must be closely studied. 

Industrialization is essentially the task of private 
enterprise which takes the initiative. and bears the 
risks, but valuable support may be given by the 
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Government which, particularly in the years after the 
war, has had a greater influence not only in national 
affairs but also in relation to world trade and to the 
integration of Western Europe. 

There would be a heavy task over the next ten or 
twenty years in providing employment for a much 
larger population and in increasing the proportion of 
the production that was exported. Agriculture, com- 
merce and the professions could all contribute and. 
much would depend on school education, technical 
training and production and market research. The 
accountancy profession could give most help in 
relation to costs. 


An Economic Debate 


In the discussion which followed, the first speaker 
was Professor Korteweg, of the Economic Faculty of 
Groningen University, who gave a commentary on the 
address, particularly in relation to savings, capital 
formation and the provision of risk capital. He also 
referred to statistical tables which showed the great 
relative advances of the chemical and textile industries 
in the Netherlands between 1938 and 1951. 

Professor Haccou, of Delft University, raised the 
question as to how far one should be optimistic of 
the future. He felt somewhat pessimistic as to whether 
the supply of research workers could meet the ever- 
expanding needs for research. 

Industrialization had not proceeded as quickly as 
he had hoped and the supply of risk capital for re- 
placement of the plant was closely connected with 
taxation. He felt optimistic on the technical side in 
which automatic production could be developed and 
he was delighted with the way that Dutch commercial 
life co-operated with its industries and realized the 
importance of export markets. 


Planning and Directing Authority 


Lord Latham contended that there was in somè coun- 
tries now a great danger of over-industrialization and 
insufficient production of raw materials and food espec- 
ially for the undernourished. There should be a proper 
relation between saving and investment and between 
capital formation and current consumption and this 
must surely require a planning and directing authority 
who could take national and international factors into 
account, 

The decisions could not be left to individuals, since 
even enlightened self-interest has led to a great waste 
of natural resources. While acknowledging that private 
enterprise has an inspiration of endeavour and effort, it 
must be so directed as to secure the maximum welfare. 

In reply to the debate, Dr Schoenmaker expressed 
his own belief that on a long view the future of the 
Netherlands depended on its people, in their training 
and in the good use that is made of men. 

Speaking now in English, Dr Schoenmaker said 
that as a director of a Government enterprise he was 
in a somewhat delicate position. He confessed that in 
his heart he was a supporter of private enterprise and 
even in his present position regarded it as his duty to 
produce with Government capital armaments of good 
quality at low prices. It could only make for an addi- 
tional sense of responsibility if the capital were pro- 
vided by individuals. 


Published Annual Accounts | 
‘New trends in published annual accounts’ was the 
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subject for the afternoon session. An address of over 
thirty printed pages had been prepated by Mr G. L. 
Groeneveld, ec. drs., a practising member of the 
Netherlands Institute, and had been circulated in 
advance to the members. 

Some two-thirds of the address was devoted to the 
application of replacement value in published accounts, 
with particular reference to the accounts of N. V. 
Philips’ Gloeilampenfabrieken. Until 1950 the accounts 
of that company showed the fixed assets in the balance 
sheet at one gulden. In 1951 the company changed 
over to showing the fixed assets and also the stocks at 
replacement value. Two changes of method were thus 
introduced together, the elimination of the secret 
reserve and the establishment of replacement values. 

The speaker used this event as the occasion for dis- 
cussing and comparing the merits and demerits of 
secret reserves and replacement value accounting. 


Secret Reserves 


Mr Groeneveld said that a secret reserve system had 
been justified as protecting the producer against the 
consequences of cyclical price changes. There may 
often be advantage if the disclosed annual result is a 
fair appraisal of the maintainable profit of the business, 
rather than a more correct but fortuitous figure which 
depends on the cost and the date of purchase of assets. 
The current profitability of the business may be of 
more importance than the correctness of asset values. 

The accountant in the Netherlands could not with- 
hold his approval to accounts in which secret reserves 
exist or are being formed if he is of opinion that their 
creation is for a good reason, but he would not approve 
accounts in which undisclosed withdrawals from secret 
reserves are being made. On the other hand, the forma- 
tion of secret reserves may often be haphazard and 
arbitrary and the very secrecy did not promote trust 
and confidence in accounting and business relation- 
ships. 

Replacement Values 
'The speaker considered that profit is determined with 
more significance by charging replacement costs 
against income, rather than by a comparison of asset 
values at the beginning and end of the accounting 
period. Whether in costing, in price-fixing or in annual 
accounts, the same principle can be universally applied. 

The use of current replacement costs brings benefit 
when dealing with various problems, such as depre- 
ciation in the value of currency; price changes through 
improvements in the technique of production; com- 
parison of the profitability of independent producing 
units; and also when deciding how much profit can 
be withdrawn from the business. Accounting with 
replacement values assists the management to retain 
part of the income surplus not only for financing re- 
placements but also for financing the necessary 
expansion of the business. 

In the debate which followed, Professor J. L. Meij, 
of Groningen University, discussed replacement value 
and considered that the comparison with secret re~ 
serves was not a happy one. Professor van Rietschoten, 
of Amsterdam City University and himself a practising 
accountant, discussed the earlier preparation of 
accounts and its effect on the work of public and 
internal accountants. Mr Goudeket, a former member 
of the council of the Netherlands Institute and internal 
accountant to the Philips’ organization, was in agree- 
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ment with the main speaker though he doubted 
whether there was a close relation between secret 
reserves and replacement value. 


English Institute’s Recommendations 
Speaking in the Dutch language, Mr Douglas Clarke 
referred to the important effect of the recommenda- 
tions of the English Institute on the terms of the 
Companies Act, 1948. Since 1948, except for banks 
and other special undertakings, the formation of secret 
reserves is no longer permitted, though secret reserves 
can still exist through increase in value of unrealized 
assets or through an excess of depreciation written-off 
before 1948. ` 

Under Recommendation 12, issued in January 1949, 
amounts set aside against an increase in replacement 
value are reserves openly made. Under Recommenda- 
tion 15, issued in May 1952, annual accounts still 
rest on the general principle of historical cost price, 
though it is recognized that profit computed in this 
way may not be useful for all purposes. The time has 
not come for the statement of new accountancy 
principles, but accountants in England are encouraged 
to experiment in order to ascertain methods by which 
the consequences of change in the value of money can 
be computed, with a view to publishing the results in 
statements supplementary to the annual accounts. ` 


Conference Dinner 

In the evening, the President was in the chair at a 
dinner held at The Amstel Hotel, attended by members 
of the Netherlands Institute and their ladies. Dr and 
Mevrouw Schoenmaker and the representatives of 
other countries with their ladies were the guests. 
After the loyal toasts, Mr Goudeket proposed the 
toast to the representatives from the United Kingdom, 
and this was followed by toasts to the representatives 
of the other countries. 

Returning thanks on behalf of the English Institute, 
Mr Douglas Clarke said that Mr J. Kraayenhof’s visit 
during the year to address the London and District 
Society of Chartered Accountants on international 
auditing practice had been greatly appreciated. 

The Seventh International Congress to be held in 
Holland in 1957 will necessarily give rise to many 
problems for the Netherlands Institute, and its 
organization will require much work and the general 
support of members and their ladies; but it will also 
be the occasion for the widening of knowledge of the 
Dutch way of life among the many from abroad who 
will attend the Congress. 

Each of the bodies of accountants represented at 
the Yearday Conference had an opportunity to reply. 
In all, there were some sixteen speeches — a formidable 
programme — but nearly all the speeches were short 
and with the careful planning of the hosts, the long 
evening retained its interest throughout. 


Conference Arrangements 


The Conference arrangements in Amsterdam, entrusted 
to Mr H. C. Treffers, honorary secretary and a member 
of the Council of the Netherlands Institute, and to 
Mr de Bruyne, director, were carried through with 
efficiency and distinction. The English representatives 
will remember the many ways in which honour was 
paid to their country and the warmth of the welcome 
they received from se many Dutch colleagues. 
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THE LEEDS, BRADFORD AND DISTRICT 
SOCIETY OF CHARTERED ACCOUNTANTS 


RECORD ATTENDANCE AT ANNUAL DINNER 


The annual dinner of the Leeds, Bradford and District 
Society of Chartered Accountants was held at The 
Queens Hotel, Leeds, on Friday, October 30th. The 
President of the Society, Mr Cecil L. Davies, F.c.a., 
presided over a company of nearly 350 members and 
guests ~ a record — who were received by Mr Davies 
and Mr James Blakey, F.c.a., President of The 
Institute of Chartered Accountants in England’ and 
Wales. S 

Among the guests were Sir Charles R. Morris, 
M.A., LL.D., Vice-Chancellor of the University of 
Leeds; Mr Frederick Grant, M.c., Q.c., Independent 
Chairman of the British Iron and Steel Federation; 
Alderman Donald G. Cowling, M.B.E., Ip: The Lord 
Mayor of Leeds; and 


Measrs G. U. Averdieck (President, Bradford Chamber 
of Commerce); C. W. Banks (Vice-President, Leeds Chamber 
of Commerce); R. G. Beard, F.c.a. (President, Sheffield and 
District Society of Chartered Accountants), C. W. Boyce, 
C.B.E., F.C.A. (Member of the Council of the Institute), T. B. 
B , F.A.I., M.R.SAN.L. (Chairman, Yorkshire Branch, 
Chartered Auctioneers’ and Estate Agents’ Institute); D. H. 
Buchanan (Chairman, Leeds and District Centre of the 

Institute of Bankers), A. W. Cockerham, F.a.c.c.a. (Vice- 
- President, West Yorkshire Society of Certified and Corporate 
Accountants). 

Messrs W. G. Dengem, F.c.A. (Chairman, London and 
District Society of Chartered Accountants); Derek du Pré 
Editor, ‘The Accountant’); N. B. Hart, ong, T.D., D.L., M.A., 
LL.B., F.C.A. (President, Hull, East Yorkshire and Lincolnshire 
Society of Chartered Accountants); J. S. F. Hill, ca (Presi- 
dent, Nottingham Soctety of Chartered Accountants); G, A. N. 
Hirst, T.D., M.P. (President, Leeds Chamber of Commerce); 
Major T. H. Ives, F.L.a.8. (Member of the Committee, York- 
shire Land Agents’ Society); Mr F. M. Kellett, pc.a. 
(President, Northern Society of Chartered Accountants); 

Messrs A. S. MacIver, M.C., B.A. (Secretary of the Institute); 
D. McMichael, F.s.a.a. (President, Incorporated Account- 
ants District Society of Yorkshire); G. P. Morgan-Jones, 
M.A., F.C.A. (President, South-Eastern Society of Chartered 
Accountants); F. A. Richardson, F.R.1.C.S., F.A.I., M.R.SAN.I. 
(Hon. Secretary, Yorkshire Branch, Royal Institution of 
Chartered Surveyors); J. A. W. Smith (President, Bradford 
Incorporated Law Society), F. G. Stringer, a.8.a.a. (Presi- 
dent, Weer Accountants SE and District 
Society); E . Duncan Taylor, F.c.a..(Member, Council of the 
Institute); W. S. Theaker, LL.B. (President, Leeds Incor- 
porated Law Society); G. V. Williams (H.M. Principal 
Inspector of Taxes, Leeds); H. L. Wortley (Chairman, 
Bradford and District Centre of The Institute of Bankers). 


The toast of “The Institute of Chartered Account- 
ants in England and Wales’ was proposed by Mr 
Frederick Grant, Q.c., who said: 

‘For twenty years or more I have worked with many 
practitioners in the art, the science, the mystery of account- 
ancy and I have many friends in this great Institute which 


has reached the respectable age sae 83. I ae marvel at 
the eh of ther knowl gility of their 
min 


_Mr Grant said- that when one looked at the Institute’s 
examinations one realized that those who passed were 


equipped to deal with every situation likely to be met 
or every problem likely to arise. 


The Institute's Investigation Committee 
Responding to the toast, Mr James Blakey said: 

‘I thought it rather appropriate to speak on the question 
of professional ethics and the working of that important 
committee, called the Investigation Committee. ... 

“The Investigation Committee, on receipt of a complaint 

inst a member, go into the facts after receiving the 
observations of the member complained against and their 
ut before 
ey act as 


duty is to see if there is a prima facie case to 
the Disciplinary Committee. To some extent 
a grand jury. 

‘The procedure, after receipt of observations is, in any 
complicated matter, to circulate amongst the nine members 
who form the committee, all correspondence together with 
a summary form which gives the order of circulation and a 
request for short comments on the particular complaint. 
This has the effect of speeding up the investigation so that 
the members are au fait with the particular case at their 
monthly meeting. 

‘Furthermore, they have the right to ask for the attend- 
ance of either party to amplify and make clear the contents 
of the correspondence and it is in this connection that the 
chairman has to exercise a great deal of tact to make quite 
sure that the person interviewed understands the interview 
is not a hearing of the case.’ 


Prevention Better than Cure 

‘In addition, this committee, under Bye-law ros, re- 
ceives any request for advice by members. You will see 
that the Institute is out to help a member on the lines more 
of prevention being better than cure, as it is found that a 
number of our members, owing to their isolation and 
without partners, refrain from consulting their ee a 
colleagues and may often err in ignorance. 

“The work of this committee, while being very interesting, 
is also very responsible and indeed voluminous, but one 
must not take it from that that our members are lacking in 

rofeasional ethics, but rather that the standard set by the 
nstitute is particularly high, as I have no doubt you will 
agree it should be.’ 

He continued: 

‘There is just one other point which touches on human 
nature and it is a personal one to me and that is that if a 
member feels aggrieved he should write to the Institute 
because no one keeps a grievance to himself and he will 
naturally talk to his colleagues and friends about it, prob- 
ably giving the person complained about quite a wrong 
character. The tendency I found was that when someone 
thought he had a „rievance and you suggested his writin, 
to the Institute, his easy excuse was to say “Why bother 
The Institute never does anything about it.” Now that is 
an entirely false impression and I think that anyone who 
has a grievance should get it out of his system and’ that i is 
one of the reasons for the existence of this committee.’ 

Mr Blakey paid tribute to Mr G. N. Hunter, J.P., 
F.C.A., and Mr K..G. Warriner, F.c.a., for their work 
as joint secretaries of the Leeds and Bradford District 
Society. 

The toast of ‘Our Guests? was proposed by Mr 
Cecil L. Davies and Sir Charles Morris replied. 
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THE ASSOCIATION OF 
CERTIFIED AND CORPORATE ACCOUNTANTS 
ANNUAL DINNER AND DANCE 
Presentation to Mr J. C. Latham, D.L., F.A.C.C.A., F.S.A.A., F.C.LS. 


The Association of Certified and Corporate Account- 
ants held their first annual dinner and dance for 
thirteen years last Tuesday, at Grosvenor House, Park 
Lane, London, W1, when nearly 550 members and 
guests were received by the President, the Rt. Hon. 
Lord Latham, J.P., F.A.c.c.A., and by the Director, 
Mr J. C. Latham, D.L., F.A.C.C.A., F.S.A.A., F.C.LS., and 
Mrs Latham. 


Among those present were: 


Mr C. P. Barrowcliff, F.s.A.a. (President, The Society of 
Incorporated Accountants and Auditors) and Mrs Barrowclift; 
Mr J. Blakey, F.c.a. (President, The Institute of Chartered 
Accountants in England and Wales), and Mrs Blakey; The 
Rt. Hon. J. Chuter Ede, P.C., D.L., J.P., M.P.; Sir Wyndham 
Hirst, K.B.g. (Public Trustee), and Lady Hirst; Sir Harold 
Howitt, G.B.E., D.S.0., M.C., D.L., D.C.L., J.P., F.C.A., and 
Lady Howitt; Sir Reginald Manningham-Buller, Q.C., M.P. 
(Solicitor-General); Dr A. H. Marshall, B.SC., PH.D., 
F.I.M.T.A., F.S.A.A, (President, The Institute of Municipal 
Treasurers and Accountants), and Mrs Marshall; The Rt. 
Hon. Lord Radcliffe, P.C., G.B.E. (Chairman, Royal Com- 
mission on Taxation), and Lady Radcliffe; Mr F. W. H. 
Saunders, F.c.w.a. (President, The Institute of Cost and 
Works Accountants), and Mrs Saunders; The Rt. Hon. 
Sir Hartley Shawcross, P.C., Q.C., M.P. (Chairman of the 
Bar Council), and Lady Shawcross; Mr and Mrs Ronald 
Staples; The Rt. Hon. Sir Walter Womersley, Bt., P.C., 


J.P. 

Professor W. T. Baxter, and Mrs Baxter; Mr H. Beer, 
c.B., and Mrs Beer; Mr Š. J. D. Berger, M.C., and Mrs 
Berger, Alderman Mrs D. Bolton, J.P. (Chairman of London 
County Council); Mr D. Bolton; Mr Roy Borneman, Q.C., 
and Mrs Borneman; Mr and Mrs W. W. Boulton; Mr and 
Mrs L. F. Cheyney; Mr and Mrs J. Cowen; Mr I. A. F. 
Craig, opp, and Mrs Craig; Mr A. L. de Bruyne; Mr and 
Mrs Derek du Pré. 

Mr and Mrs H. Eason; Mr W. F. Gardner, C.B.E., and 
Mrs Gardner; Mr A. A. Garrett, M.B.E., and Mrs Garrett; 
Mr and Mrs F. Gratwick; Sir Henry Gregory, K.C.M.0., 
C.B., and Lady Gregory; Mr and Mrs D. V. House; Mr and 
Mrs M. A. Liddell; Mr and Mrs T. Lister; Mr T. G. Lund, 
c.B.E., and Mrs Lund; Mr and Mrs W. Macfarlane Gray; 
Dr A. J. McIntosh and Mrs McIntosh; Mr A. S. MacIver, 
M.C., and Mrs MacIver; Mr E. H. S. Marker, cn, and Mrs 
Marker. ` 

Mr W. Charles Norton, M.B.E., M.C., and Mrs Norton; 
Mr H. Roy Pochin, J.P., and Mrs Pochin; Mrs F. A. Pond; 
Mr C. W. Holroyd Sergeant; Mr and Mrs S. A. Spofforth; 
Councillor A. V. Sully, J.P., and Mrs Sully (Mayor and 
Mayoress of Hendon); Mr H. C. Treffers; Mr and Mrs 
Francis Whitmore. 


The Profession of Accountancy 


The toast of ‘The Association and the profession’, was 
proposed by The Rt. Hon. Lord Radcliffe, P.C., G.B.z., 
who, speaking of the comparative youth of the profes- 
sion of accountancy, said: 

“When I think of your profession, I sometimes think 
how very lucky you are. You are a profession which in the 
course of the last one hundred years or so has become one 
of the professional callings of this country, and you are, 
compared with seme of us, one of the youngest professions, 


. .. you have not become merely a type in the eyes of 
society — as we of the older professions, the church, medi- 
cine and the law have become... / 


He continued: 

You seem to me to be having the best of both worlds. 
You do not even assume a uniform like the clergy and the 
lawyer — and even the doctor to do his work -— unless a 
partiality for the black hat, short black coat and striped 
trousers is an indication of approaching a general uniform.’ 
(Laughter.)- 


Management Accounting 


Replying to the toast, Lord Latham said: 

‘There can, I think, be little doubt that before the war 
in this country we failed on the whole to appreciate the 
value of statistics as the means of measuring or estimating 
the trends and tendencies of business affairs. We accepted 
figures which told us what had happened — sometimes with 
indifferent grace when the results shown were displeasing. 
But statistics and statistical evaluation which would, as it 
were, help to project the future were sadly lacking, and 
looking back we can have little doubt that the economy ‘of 
the nation suffered from this. 

‘However, in the last decade, under the impulse of war 
and post-war needs and urgencies, we have come to 
recognize how valuable are the statistics, charts and graphs, 
properly prepared and intelligently used, as a basis for 
reasonable and reliable projection of what the course of 
affairs is likely to be in the future. How they can narrow 
the field of the unpredictable and widen that of the pre- 
dictable is enabling us to see in the mirror of today something 
of what things are likely to be tomorrow. Not, of course, that 
we should aspire to become business astrologers: history 
shows, I think, that astrology was, by and large, an uncertain 
and even dangerous occupation,’ (Laughter.) 

After saying that we have learned much from the 
U.S.A in the field of management accounting, the 
President commented on the ‘risk of over-elaboration’ 
and asked ‘Are too many memoranda becoming a 
hindrance to decision and action?’ 


Presentation to Mr Jack Latham 


The President then said that he was privileged to 
portray to guests and members the highlight of the 
evening’s proceedings — that of paying tribute to Mr 
J. C. Latham, who, until the first of May last, was the 
Secretary of the Association, and who had now become 
Director and Consultant. 

He continued: 

‘As many of you in this room will know, Jack Latham 
and myself are brothers, a circumstance which we have 
both achieved mutually to bear with appropriate fortitude 
throughout our lives — and not without some measure of 
satisfaction.’ (Laughter.) 

“Tonight we pay public tribute to a man who has given 
thirty-one years of unremitting and devoted service — not 
only to the Association, but also to the profession generally.’ 
(Applause.) 

‘He came to the Association as secretary in years fraught 
with many difficulties and many problems — the formative 
years, and he has been fortunate enough to see his efforts 
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and his work very largely crowned with success, and 


certainly has been able to witness the achievements and " 


recognition, both public and professional, of the Association.’ 

Turning to Mrs Latham, the President said that 
she had given a great contribution over the last thirty- 
one years~not only a contribution of support and 
encouragement to her husband but a contribution to 


the success and achievement of the Association itself. 


She had encouraged and fortified her husband in 
the days of difficult and complex problems, had 
endured his absences and had suffered a seclusion 
while he had been engulfed in the affairs of the Asso- 
ciation. Mrs Latham was therefore invited to share 
equally with her husband the tribute which was being 
publicly paid to them tonight, (Loud applause.) 


A Tribute from Sir Harold Howitt 


Tribute on behalf of other professional bodies of 


accountants was then paid to Mr Latham by Sir 
Harold Howitt, who expressed his pleasure at being 
in a position to echo the remarks of Lord Latham. 
He said that books had been written on the subject 
of ‘what every wife knows’ (laughter), but that 
nothing had been written about what every brother 
- knows (laughter), and it must therefore have been 
especially: pleasing for Jack Latham that his brother 
should speak not only as he did, but in a way 
that obviously rang true. ' 

Of Mr Latham’s association with other members of 
the profession, Sir Harold said: 

‘We have had the greatest friendliness and co-operation 
from him ever since we have been associated, and I am sure 
that, when the history of the Association is written, no name 
will stand higher than that of Jack Latham, its great 
secretary and founder member.’ (Applause.) 
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Mr Jack Latham’s Reply 


In his reply, Mr J. C. Latham said that he would be 
lacking in human feeling if he did not feel greatly 
moved by the kind things that had been said about 
himself and about Mrs Latham by representatives of 
the Association and by members of other professional 
bodies whom, as Secretary of the Association, it had 
been his privilege to serve. He continued: 

‘Looking back on thirty odd years of eventful and pro- 
fessional history, I am not thinking so much of my work 
and activities; I am thinking rather of those with whom it 
has been my privilege to meet and work. I am thinking of 
many happy and personal associations all of which have 
had that priceless attribute of good fellowship so warmly 
reflected in your reception of this toast tonight. 

‘I wag very much touched by the references that have 
been made to my wife. All through the years she has shown 
great understanding and interest in my work -~-she has 
cheerfully borne my frequent absences from home and has 
been a tower of strength and support to me in the social 
side of my work, and she is invited to share your kindly 
acknowledgement of our dual efforts.’ (Applause.) 

In conclusion, Mr Latham expressed his deep 
gratitude for the bountiful generosity manifested by 
the marvellous presents, and for the unforgettable 
evening which would linger in his memory throughout 
his life. vo 

The toast of “The Guests’ was proposed by Mr W. 
Macfarlane Gray, F.A.C.C.A Vice-President of the 
Association. The Rt. Hon. Sir Hartley Shawcross, P.C., 
Q.C., M.P., responded, 

Dancing continued until 1 a.m. to.Sydney Lipton’s 
orchestra. 


An article ‘Retirement of Mr J. C, Latham, D.L’, with a 
photograph, appeared in The Accountant, May and, 1953. 


_ THE INSTITUTE OF l 
COST AND WORKS ACCOUNTANTS 
_ MANCHESTER AND DISTRICT BRANCH DINNER 


The annual dinner and dance of the Manchester and 
District Branch of the Institute of Cost and Works 
Accountants was held at The Midland Hotel, Man- 
chester, on October 30th, and was attended by 154 
members and guests who were received by Mr James 
McAulay, F.c.w.a., President of the Branch, and Mrs 
McAulay, together with Mr F. W. H. Saunders, 
F.C.W.A., President of the Institute, and Mrs Saunders, 

The toast of “The Institute of Cost and Works 
Accountants’ was proposed by Sir Charles Renold, 
J-P., who said that the Institute had laid a coping-stone 
on its achievements by the introduction of its new 
fellowship in management accountancy. 

Responding, Mr Saunders said that the establish- 
ment of the Institute’s fellowship in management 
accountancy aims at filling a gap. 

‘But it does more than that,’ he added; ‘it is intended to 
serve the best interests of industry as well as the whole 
profession.’ 

He continued: 

‘The first examination for the fellowship in manage- 
ment accountancy will be held at various centres in the 
United Kingdom in a few weeks time. It was not expected 
that there would be more than a handful of men who were 


prepared to attempt this examination at so early a date, but 
I understand that there are to be something like 100 candi- 
dates, which seems to me quite a considerable figure and 
augurs well for the future of the scheme.’ $ 

The number of candidates presenting themselves 
for the Institute Associate examinations, he said, ‘has 
reached the somewhat impressive figure of over 6,000 
per annum’, 


‘The pass percentage ~ from the candidates’ viewpoint —* 


may not be so encouraging but there is consolation to those 
who do not succeed, that there are still opportunities to 
make subsequent attempts.’ 


The toast of ‘The Guests’ was proposed by Mr 
James McAulay, and Mr N. A. Morling responded. 

Dancing continued until 1 am., with Mr W. 
Shepherd, F.c.w.a., acting as master of ceremonies. 

Among those present were: 

Mr V. A. Bell, F.s.a.a., and Mrs Bell; Mr S. J. D. 
Berger, M.C., F.C.1.8. (Director and Secretary of the Institute), 
and Mra Berger; Mr J. Borsay, F.c.w.a., and Mrs Borsay; 
Mr C. V. Jarvis, F.a.c.c.a., and Mrs Jarvis; Mr N. A. 
Morling, B.A., M.com., and Mrs Morling; Mr L. W. 
Seddon, F.c w.a; Mr H. Smith, r.c.w.a., and Mrs Smith; 
Mr E. G. Turner, M,C., F.c.A. (President, The Manchester 
Society of Chartered Accountants), and Mrs Turner. 
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NOTES AND NOTICES 


Personal 

Messrs CarLiLt, BURKINSHAW & Fercuson, Chartered 
Accountants, of 2 Parliament Street, Hull, announce 
that as from November ist, 1953, they have admitted 
into partnership Mr HERBERT GEORGE SERGEANT, 
A.C.A., who has been associated with the firm for a 
number of years. The style of the firm will remain 
unchanged. 

Messrs D. & A. CUTHBERTSON, PROVAN & STRONG, 
Chartered Accountants, of 190 West George Street, 
Glasgow, C2, announce that they have assumed as a 
partner, as from November rst, 1953, Mr WILLIAM 
Watson McGILL, CA, who for some years past 
has been principal assistant. The style of the firm 
will remain unchanged. 

Messrs Tuomas B. Carrer & Co, Chartered 
Accountants, of Williams Deacon’s Bank Chambers, 
2 Princess Road, Manchester, announce that they 
have admitted Mr R. C. HALSTEAD, A.C.A., as a partner 
from November 1st, 1953. The practice will be 
oe on under the name of CARTER, HALSTEAD 
& Co. - 

Messrs Francis S. Can & Co, of 67A Queen 
Street, Newton Abbot, and of Teignmouth, announce 
that, as from October 1st, 1953, they have taken 
into partnership Mr Raymonp D. KEYWORTH, A.C.A., 
who served his articles with the firm and who has 
continued with the firm since qualifying in 1952. 
The style of the firm remains unchanged. 

Mr WILLIAM J. MILBURN, F.C.A., announces that 
he has taken into partnership Mr W. R. Dawson, 
A.C.A, The practice will be carried on in the name of 
Men & Dawson, Chartered Accountants, at 
Lloyds Bank Chambers, King Street, Penrith. Tele- 
phone: Penrith 2210. 


Professional Notes 
Mr W. E. Mackie, GA, has been appointed 
secretary to the board of the parent company of 
William Mallinson & Sons Ltd, and will combine 
these duties with his present post as chief accountant 
tothe group. ` 

Mr Alex Grieve, a.c.a., has been appointed 
secretary to John Brown & Co Ltd. 

Mr James Whitton, M.A., B.COM., C.A., senior 
partner in the firm of John M. Geoghegan & Co, 
Chartered Accountants, of Edinburgh, has been 
appointed a director of Scotsman Publications Ltd, 


the publishers of The Scotsman and the Edinburgh 
Evening Dispatch. 

Mr P. J. Greaves, M.A, A.c.A., and Mr J. S. 
Harrison, F.C.A., have been appointed directors of the 
North Central Wagon and Finance Co Ltd. 


The Work of the Institute 


Mr Alan S. MacIver, m.c., B.A., Secretary of The 
Institute of Chartered Accountants in England and 
Wales, addressed members of the Leeds, Bradford & 
District Society of Chartered Accountants on the 
subject of ‘The work of the Institute’ after a 
luncheon on Friday, October 3oth. There were 
fifty-two members present. 


Manchester Society of Chartered Accountants 
A meeting of the Manchester Society of Chartered 
Accountants will be held at the Chartered Account- 
ants’ Hall, 60 Spring Gardens, next Monday, 
November oth, at 6 p.m., when Mr H. P. Finn, 
A.C.A., will speak on “The presentation of accounting 
information to management’. ; 

Refreshments will be served in the Three Shires 
Restaurant at 5.30 p.m. 


The Chartered Accountant Students’ Society 
of London 

The following meetings of the London Students’ 

Society will be held during next week: 

Monday, §.30 p.m.: Lecture (at Caxton Hall, Victoria 
Street, SWr)- ‘Insolvency’, by Mr Chas. E. M. 
Emmerson, F.C.A. 

Tuesday, 6 p.m.: Demonstration of mechanized accounting 
(limited number). 

Thursday, 5.30 p.m.: Joint debate with the Solicitors’ 
Articled Clerks’ Society, Motion — “That words tell 
fewer lies than figures’. 

Friday, x p.m.: Lunch-time discussion of study problems 
brought by students. 5.15 p.m.: Introductory course 
lectures on (1) “The functions and form of the profit and 
loss account and balance sheet’; (2) “The ownership and 
control of businesses’. 


Assistant Official Receiver Appointed 
The Board of Trade have appointed Mr Walter 
William Jordan to be an Assistant Official Receiver 
for the Bankruptcy District of the County Courts of 
Nottingham, Derby and Long Eaton, Burton-on-_ 
Trent, Boston, Leicester, Lincoln and Horncastle. 
The appointment takes effect from October rgth, 


1953. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victorla 2002 (3 lines) 


VALUERS AND ASSESSORS 





OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Incorporated Accountants’ Lodge 


The installation meeting was held on October 27th, 
1953, at Freemasons’ Hall, London, WC2, at which 
W. Bro. W. H. C, Wayte installed his successor, 
Bro. J. A. Jackson as W.M. 


W. Bro. Jackson invested the following officers: Bro. J. C. 
Chaumeton, S.W.; W. Bro. W. F. Edwards, F.W., W. Bro. 
W. J. Crafter, Treasurer; W. Bro. A. S. Darr, Secretary; 
W. Bro. E. J. P. Garratt, D.C.; Bro. E. B. Trimmer, SD: 
W. Bro. E. J. Hakim, 3 D: W. Bro, A. V. Hussey, A DC: 
W. Bro A. A. Garrett, Almoner; W. Bro. G. F. D. Rice, 
I.G; Bros. H. L. Brown, F. R. Marshall, A. Armitt, 
F. A. Roberts, Stewards; W. Bro. A. C. Chitty, Tyler. 

A very large number of guests were present. 

The secretary is Mr A. 5. Darr, 35 New Broad 
Street, London, EC2. 


The Philippine Institute of Accountants 
The seventh annual convention of the Philippine 
Institute of Accountants will be held on November 
28th-zgth in Manila, Philippines. 


Chartered Accountants’ Hockey Club 
CHARTERED ACCOUNTANTS 4; Law SOCIETY 2 


The Institute first XI won its fifth annual hockey 
match with the Law Society on October’ 21st at the 
Old Deer.Park, Richmond. The Law Society and 
the Institute have now each won two games and have 
shared the honours in one. 

The Institute showed the better combination in the first 
half and J. 'T. Hutchinson scored from a clever reverse stick 
pass by R. J. C. Mallinson soon after the commencement. 
The game then alternated from one end of the field to the 
other with P. C. Kay and A. E. Day SE the Law 
Society attack. M. R. T. Lowth 
fed his forwards well and 
from another attacking move- 
ment J. T. Hutchinson scored 
again. Before the Law Society 
had settled down to another 
sortie, J. T. Hutchinson made 
an individual effort from his 
‘a5’ and completed his ‘hat- 
trick’. The Law Society then 
attacked with determination 
and J. S. Kinross, in gol, was 
tested repeatedly From a long 
corner, the Law Society 
centre-forward drove a rising 
ball into the net, to make the 
score 3~1 before half-time. 

The Law Society had the 
better of the exchanges in the 
second half but the Institute 
defence held firm. During a 
mêlée in the Law. Society 
goal-mouth, R. J. C. Mallin- 
son scored, The Law Society 
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Law Reports 
‘The Times’ Law Reports which ceased publication 
in December 1952 have been replaced by The Weekly 
Law Reports which are published by The Council of 
Law Reporting for England and Wales, the pub- 
lishers of The Law Reports. 

Together, The Law Reports and The Weekly Law 
Reports cover all cases in the High Court, the Court 
of Appeal, the Privy Council and the House of 
Lords, which should be reported, including Revenue 
Cases. The Law Reports contain counsel’s argument 
and the judgments as revised by the judges concerned. 

Further information may be obtained from the 
Secretary, The Council of Law Reporting for 
England and Wales, 3 Stone Buildings, Lincoln’s 
Inn, London, WC2. 
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PROFITS TAX 


AN IMPORTANT STATEMENT 
CONCERNING BALANCE SHEETS 


N the last year or two a note about profits tax non-distribution 
[== has crept into a number of balance sheets. The inference 

to be drawn is that some accountants believe there should 
now be a change from the commonly accepted practice of making 
no reference to this disembodied tax. In prospectuses the tendency 
is much more pronounced; it has become almost standard practice 
to include a note about non-distribution relief in the accountants’ 
report on assets and liabilities. If such a note is desirable in a 
prospectus, it may well be asked why it should not also feature 
in a balance sheet. 

Under existing practice a balance sheet may appear without a 
note; when the same balance sheet becomes a statement of assets 
and liabilities in a prospectus report, a note may appear; and when 
the next balance sheet is issued there may again be no note. 
The distinction is something of a paradox. Liquidation is the 
event most likely to result in a heavy profits tax charge based on 
non-distribution relief; yet when a prospectus is issued all thought 
of liquidation is presumably about as remote as it will ever be. 

Non-distribution relief has accumulated to an amount of great 
magnitude and in the absence of any change in profits tax legisla- 
tion the amount will reach astronomical proportions in a few 
years’ time. Because of this and the differences of treatment now 
emerging, an authoritative critique on the accounting treatment 
of profits tax is to be welcomed. It has been provided by the 
Council of The Institute of Chartered Accountants in England 
and Wales in the form of a pamphlet of Notes on the treatment of 
profits tax in accounts. This pamphlet has been distributed to all 
members of the Institute and we are pleased to reproduce it in 
full elsewhere in this issue. 

The Council’s notes include a few paragraphs on the manner 
of showing profits tax in the profit and loss account. Three 
methods are mentioned. One method is to show the gross amount 
with a deduction for non-distribution relief. Another is to dis- 
tinguish that part of the charge which results from distributions. 
The third method is to show the profits tax charge in one amount. 
The Council makes no recommendation and expresses no prefer- 
ence. It is clearly open to each company to adopt any appropriate 
method. Nevertheless, the Council’s remarks about the third 
method (one amount) seem to show a strong leaning towards it: 

‘This method (which in practice is normally adopted) shows the 
effective figure, without introducing technical complications which 


are only particular aspects of the computation involved in arriving 
at the charge.’ 
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Whichever method is adopted, the Council 
considers that a distribution charge (using that 
expression in its technical sense) requires separate 
disclosure as it is not a charge in respect of the 
profits of the period. 


An Impossible Calculation 


The major part of the Council’s notes is con- 
cerned not with the profit and loss account but 
with non-distribution relief in relation to the 
balance sheet. The notes are a most searching 
examination of a problem which defies satis- 
factory resolution. Much of the difficulty would 
not exist but for an anomaly in the profits tax 
legislation, namely, that amounts paid away in 
taxation are treated as retained profits for the 
purpose of ascertaining the amount of non- 
distribution relief available to support a future 
distribution charge. In consequence, the maxi- 
mum distribution charge which a company may- 
incur in the future is not governed by the amount 
actually retained out of the profits for 1947 and 
onwards; instead it is governed by the amount 
which may in future be distributed out of reserves 
in existence on January Ist, 1947, and subsequent 
capital profits. 

This situation has already been brought to the 
notice of the Royal Commission on Taxation 
of Profits and Income. The Council’s sugges- 
tion for corrective legislation is contained in 
paragraph 415 of its second supplementary 
memorandum to the Royal Commission.? Mean- 
while the anomaly continues and plays an 
important part in leading the Council to the 
conclusion that at any given balance sheet date 
it is not normally possible to indicate in money 
terms what practical significance attaches to the 
outstanding non-distribution relief: 


‘In normal circumstances any attempt to estimate 
the amount of the profits tax liability which might 
be incurred on a hypothetical future distribution 
cannot produce any result of sufficient accuracy to 
be of value or significance.’ 


It is not even possible to attach to the out- 
standing amount a label which is both accurate 
in law and comprehensible to the shareholder. 
The Council has used the expression ‘accumu- 
lated amount of non-distribution relief’ but this 
has had to be specially defined in view of the 





1 The Accountant, February 21st, 1953, page 221. 
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‘halving’ process introduced by the Finance Act, 
1952. The expression used by the Council means 
the aggregate amount of the distribution charges 
which could be made in the event of the company 
making ‘distributions’ sufficient to exhaust the 
whole of the non-distribution relief previously 
given. 


‘True and Fair’ 


Five counsel (three acting jointly and two others 
acting jointly) have endorsed the Council’s con- 
clusion that the existence of an accumulated 
amount of non-distribution relief does not con- 
stitute either a liability or a contingent liability 


at the balance sheet date. The two counsel 


nevertheless consider that if the balance sheet is 
to give a ‘true and fair view of the state of affairs 
of the company as at the end of its financial year’, 
the balance sheet should indicate the accumulated 
amount of non-distribution relief (meaning the 
‘amount which is so described by the Council). 
The other three counsel do not take that view. 
They endorse the Council’s conclusion that any 
possible liability which may be incurred in the 
future as a result of future distributions is not an 
element which in law requires . consideration 
when determining whether a balancé sheet gives 
a true and fair view of the state of affairs of the 
company as on the balance sheet date. 

If the minority counsel are right, then nearly 
all balance sheets fail to comply with the Com- 
panies Act. Bearing in mind all the peculiarities 
of profits tax which are dealt with in the Council’s 
penetrating notes, it is not surprising that the 
Council is unable to accept the minority view. 
The Council’s conclusion, supported by the three 
counsel, is that in law it is not normally neces- 
sary to refer in a balance sheet to the existence of 
an accumulated amount of non-distribution relief. 


A Satisfactory Compromise 


But the matter is not left there. The Council 
favours a change of practice in balance sheets, 
notwithstanding what it believes to be the position 
in law: ` 


“The Council considers that it may be helpful 
to shareholders to remind them that if any of the 
reserves were distributed, a part thereof would 
normally have to be paid away in profits tax 
instead of being paid to the shareholders. The 
Council therefore considers that there is much 
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to commend the practice, now being adopted by 
- some companies, of making the balance sheet as 
informative as possible by including an appro- 
priate reference to the existence of an accumulated 
amount of non-distribution relief. It is a matter 
. for consideration, in the circumstances of each 
case, whether the suggested reference should 
specify the accumulated amount of non-distribu- 
_ tion relief or should be made in general terms only: 


(i) If the accumulated amount is stated, care 
must be taken to ensure that it will not be 
misleading, having regard to the relationship 
between that amount and the amount of re- 
serves shown in the balance sheet. 


(ii) If the reference is made in general terms only, 
the following is an example of wording which 
may be suitable: - 


“The company has been given profits tax 
non-distribution relief and accordingly a 
profits tax charge would normally be incurred 
in the event of a distribution to shareholders 
out of reserves, including the balance on 

rofit and loss account.” (If Section 31, 

inance Act, 1951, applies the wording 
would need variation to cover also a reduc- 
tion or repayment of capital, or a capitaliza- 
tion of reserves.)’2 


When a problem defies satisfactory resolution, 


but has nevertheless to be disposed of, a com- 
promise is inevitable. The procedure favoured 
by the Council is likely to meet with general, 
but not universal, approval. 

At one extreme there must be accountants who 
believe firmly that no reference to non-distribu- 
tion relief should appear in the balance sheet. 
They have in their support the view, confirmed 
by three counsel, that in law it is not necessary. 
They will argue-that a balance sheet is drawn up 
as on a particular date and it is no part of its 
function to attempt to indicate the effects of 
future events which may or may not take place. 
They may, with every justification, point out 
that a company would be well advised not to go 
into liquidation, even after disposing of its entire 
undertaking, if the Sword of Dalton is poised 
above it. 

At the other extreme there may be accountants 
who believe that a balance sheet cannot show a 
true and fair view unless the accumulated amount 
of non-distribution relief is stated.: They have 





1In an early issue we hope to reproduce a new Council 
recommendation, No. XVI, dealing with accountants’ 
reports for prospectuses. Non~-distribution relief is there 


dealt with on similar lines. 
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in their support the view of the minority counsel. 

Between these extremes there must be a great 
many accountants who believe that the accumu- 
lated amount has no significance by itself (and 
could indeed be misleading) but who neverthe- 
less feel that something should be done. Some will 
argue that where there is doubt about the law it 
is wise to follow a middle course. Others will be 
content with the view that in law nothing need 
be shown on the balance sheet but they will 
nevertheless feel that something more than a 
strict application of the law is desirable. They 
will point out that reserves have changed their 
nature since 1946 with the result that ‘share- 
holders’ funds’ is no longer an apt description of 
capital plus reserves. The procedure favoured by 
the Council should prove acceptable to all these 
accountants as being a satisfactory compromise. 
If so, a note about profits tax will become a 
familiar sight on balance sheets. 

The Council recegnizes that there may be 
exceptional circumstances, for example “when 
liquidation is contemplated, which require 
special treatment in order to indicate as clearly 
as possible the significance of the non-distribution 
relief in the exceptional circumstances. 


The coup de grace 

It is bad enough to be unable to express in money 
terms what practical significance attaches to the 
accumulated amount of non-distribution relief, 
while at the same time feeling obliged to warn 
shareholders that a distribution out of reserves 
would have painful consequences. But the coup 
de grace was delivered by Section 31 of the 
Finance Act, 1951. When the painful conse- 
quences can also flow from a mere capitalization 
of reserves or, as the case may be, a’reduction 
of shareholders’ capital, surely the point has 
almost been reached at which the words ‘true 
and fair view’ will have to be qualified by the 
words ‘so far as is possible having regard to the 
imponderable consequences of the provisions of 
the Profits Tax Acts’. 

The situation well merits a travesty of the 
immortal words of the statesman whose govern- 
ment now has the power to apply the remedy — 
never in the field of financial statements was so 
much confusion imposed on so many by one tax. 
The Council’s notes should be studied by the 
CHANCELLOR OF THE EXCHEQUER without delay. 
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THE HOUSING REPAIR PROBLEM 


enough and forcefully enough, sooner or later 
the Government in power will be found 
repeating them. Most people who understood the 
matter saw the folly of the excess profits levy as 
soon as it was announced, but a year had to pass 
before their strictures began to be EES 

by the perpetrators of the tax. 
So it has been with the problem of keeping rent- 


|: statements of the obvious are made long 


controlled houses in repair. The post-war years . 


have seen a feverish but sustained effort to build 
large numbers of entirely new houses and flats, 
swallowing up vast tracts of agricultural land in 
the process and obliging large numbers of people 
to travel long distances every day to their work 
as the price of obtaining the new dwellings at 
much less than the economic rent. The fact that at 
the same time enormous numbers of older houses 
were rapidly falling into disrepair, and therefore 
to a large extent undoing the good work, seemed 
to be unobserved by authority, notwithstanding 
the warnings made by bodies such as the Royal 
Institution of Chartered Surveyors whose contri- 
bution! on the subject we discussed in our issue of 
May 26th, 1951. 

A number of factors, mainly artificial ones 
imposed by legislation, contributed to the trend 
towards disrepair. The vast majority of houses are 
controlled at rents which are far below either their 
real value or the tenants’ ability to pay. At the 
same time, the cost of repair is some three times 
what is was in 1939, as is shown both by the 
Institution’s publication referred to above and 
by the report of the committee of inquiry into 
the cost -of house maintenance,? which was 
published earlier this year. It must be added 
that many houses are now let at rents fixed 
not in 1939 but very many years earlier, when 
repair costs were even lower. 

Until recently a rigid system of licensing, which 
was at any rate designed to ensure that building 
resources were directed into the most necessary 
channels, prevented many repairs from being 
carried out, even if the owner was prepared to 
incur the expense. Public-spirited owners who 
1 Rent Restriction and the ir Problem, obtainable from 


the Institution at 12 Great rge Street, London, SW1. 
(2s 3d post free.) 


* The Cost of House Maintenance, H.M.S.O., 9d net. 





were prepared to make a loss on their property 
were dissuaded, and are still dissuaded, from 
doing so by the absurd restriction on income-tax 
maintenance relief which prevents the expendi- 
ture from being set-off against the owner’s other 
income. The same applies to a less extent to an 
owner-occupier, although in the nature of things 
he will not be so likely to allow his home to fall 
down as many tenants seem prepared to do. 

. The White Paper on Houses the Next Step* 
which has now been issued, contains the Govern- 
ment’s belated blessing on the scheme proposed 
by the Institution of Chartered Surveyors as a 
way out of the impasse. It provides for an increase 
in rent of an amount equal to twice the existing 
statutory deduction for repairs in ‘the rating 
assessment. That deduction is a rough measure 
of the actual annual cost of keeping the house in 
repair at 1939 prices. By obtaining an increased 
rent of twice that amount the landlord is theo- 
retically compensated for the increased cost of 
repairs. There is no question of compensating 
him for the fall in the value of money in relation 
to that part of the rent which he retains as the 
return on his investment. 

The increase in rent is hedged about by safe- 
guards. The landlord must first show that the 
house is in good general repair as regards both 
structure and decoration and that he has spent a 
minimum amount on it; either six times the 
statutory deduction in the three preceding years 
or three times the statutory deduction in the 
preceding twelve months. This, of course, 
penalizes those landlords who have been so 
conscientious throughout the post-war period as 
to have maintained their houses in a good state, 
so that their expenditure in the last three years 
has not had to be high. However, like most 
modern legislation, that proposed by the White 
Paper is designed not to reward the conscientious 
but to encourage the not so conscientious. The 
increase in rent, if allowed, will be restricted to 
ensure that the total rent does not exceed twice 
the gross value for rating. Here again, as is well 
known, there is no. uniformity in rating standards 
and the limit is likely to operate unevenly. 

Once the increase is obtained it will continue 


* Cmd. 8996, H.M.S.O., 3d net. 
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withe \t proof of further expenditure by the land- 
lord, but if he fails to keep the house in repair the 
tenant will be able to obtain a certificate of dis- 
repair from the local.authority. This will entitle 
him to withhold the increase of rent until the 
repair is carried out or the County Court allows 
an appeal by the landlord against the certificate. 
The following example from a summary of the 
White Paper, shows how the scheme is to work: 
Gross value of house 


E ; £15 > 

Statutory deduction 6 

Amount which must ai j o in three years, 
been spent by the land- or £18 in the last 
lord on repairs year. 

Maximum possible repairs 
increase (twice statutory 
deduction) 

Maximum permitted rent 1 £30 a year, or 
(twice gross value) 11s 6d a week. 

If the present rent is already 115 6d a week or 
more, there can be no increase at all. 

If the present rent is more than 6s 11d a week, 
the increase must be less than 4s 7d, because the 
SE rent allowed under these proposals is 
11s 6d. - 

If the present rent is 6s 11d a week or less, it 
may increase by the full 4s 7d, but by no more. 
Granting, as the White Paper does, that the 

increase in rent will be absorbed by the incre sed 
cost of current repairs, it follows that the landlord 
really receives no compensation for past increased 
expenditure, including the qualifying expenditure 
referred to above. It remains to be seen, there- 
fore, how many landlords will avail themselves 
of this offer. 

For those who do not, there still remains the 
liability to keep their houses fit for human habita- 
tion, a liability which can be enforced by the 
local authority if it can be carried out at reason- 
able expense. The local authority can do the 
work and charge the landlord with the cost. 
Now that supplies are easier the Government 
propose to make it easier for local authorities to 
exercise these powers. Merely making the house 

- fit for human habitation will not entitle the owner 

an increased rent. Accordingly, much will 
_-xo,-nd on the new definition to be given to the 
"` ,pression ‘fit for human habitation’. 

The provisions for rent increases will not 

apply to houses let furnished or houses of which 

- the rent has been fixed under special Acts in the 
light of post-war conditions. On the other hand, 
1 Operation Rescue, H.M.S.O., 3d net. 


£12 a year, or 
4s jd a week. 
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increases will be allowed where a rent tribunal 
decides that the existing rent of a house, first let 
since 1939, is less than a reasonable amount or 
where a house has been let with services and the 
cost of the services has gone up since 1939. 

The new scheme is not likely to have a 
very marked effect. Nevertheless, it is highly 
significant in that it shows that at last the 
Government has begun to make a breach in the 
sacrosanctity of standard rents. As we observed 
when reviewing the Institution’s proposals in 
1951, the idea that the cost of repairs should be in 
some part borne by the person directly bene- 
fiting from them may seem heterodox to some, 
but the logic of it is inescapable. 

The White Paper recognizes that there are 
many houses which, although structurally sound, 
cannot be dealt with in the way outlined above. 
One major cause of the housing shortage is the 
change in ideas and social habits. As the Minister 
of Housing and Local Government observed, 
yesterday's luxury is today’s necessity. Some 
houses lack bathrooms and modern sanitation 
to such an extent that mere repair is not sufficient 
to make them acceptable on modern standards. 
Some are too large or too inconvenient in their 
structure. In these cases improvements and con- 
versions will go a long way to easing the demand 
for new accommodation. Indeed, some houses of 
the Georgian type make excellent flats equal to 
anything the modern builder has to offer. The 
provisions of the Housing Act, 1949, for grants 
towards improvements are to have more publicity, 
and some of the conditions attaching to them 
are to be eased. 

Finally, the problem of the slums, actual and 
incipient, is to be tackled. A start is to be made 
with the more urgent clearances. At the same time 
local authorities are to have power to acquire 
slum property at site value even though they 
have no present intention of clearing it. ‘They can 
do this in order to improve the lot of the tenants 
in the few years to elapse before final clearance 
Ia. begun, and they are to receive Exchequer 
grants for this purpose. 

Detailed criticism of these comprehensive pro- 
posals had perhaps better be left until the neces- 
sary Bill is published. It is at any rate heartening 
to see the official realization that those who have 
been unfortunate enough to invest in house 
property should not bear the whole burden. 
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© WEEKLY NOTES 


The Institute and Publicity 


Speaking at the annual dinner of the South Eastern 
Society of Chartered Accountants in Brighton on 
November 6th, the President of the Institute, Mr 
James Blakey, F.c.A.. made some strong comments 
that will be welcomed by members of the Institute 
throughout the country. 

It is right, he said, that in the long run the pre- 
eminence of the Institute can be. maintained only 
by ‘the quality of our individual work’. Evidence of 
the Institute’s pre-eminence today is provided. br: 
the fact that the overwhelming proportion of accounts 
_ of public and private companies is audited by mem- 
` bers of the Institute, and by the extent to which their 
names appear on prospectuses. | 

But this, he continued, is certainly not a complete 
answer to the small practitioner who has ‘difficulty 
in keeping up his ECH against his competitors, quali- 
fied and unqualified’. At times, he-said, the amaller 
p ractitioner might think that the Institute does not 

elp him sufficiently, but the President assured his 
listeners that the Council is ‘continually concerned’ 
about the smaller practitioner, who, Mr Blakey 
pointed out, suffers from two great disadvantages — 
isolation, and the competition of the unqualified 
practitioner who is at liberty to advertise. The 
President spoke at some length on these subjects: 
when advice is needed, he was sure that there would 
be friends who would be prepared to help; if not, 
each district society has an advisory subcommittee 
which may be approached for informal advice in 
cases of difficult questions of practice. 

Considerable difficulty is presented by the competi- 
tion of unqualified practitioners, the President said, 
but the Council is ever mindful of the ‘question of 
publicity or educating the public to consult a qualified 
practitioner for its own sake’. The difficulty is not so 
much whether there should be suitable publicity, 
he said, but the method. Mr Blakey then outlined the 
efforts that had been made to achieve co-ordination 


of the profession which, he said, would not be the 


answer to the problems. 
Offering his personal opinion, the President 
thought e solution to be 
. firstly we must maintain and enhance the 
high quality of our work and standards until they 
permeate into the business community for its own 
sake and advantage and then these potential clients 
who have been to unqualified practitioners will of 
necessity be forced into our hands. 

‘Secondly, some method of bringing before the pub- 
lic on any and every suitable occasion the high stand- 
ards of work and conduct of the Institute as a whole.’ 

Concluding his remarks on these important subjects, 
the President invited his listeners to submit su 
‘tions ‘provided that they are submitted wi 
reasoned view of the background which I have. tried 
to sketch’. 
Mr Blakey’s speech is reported ‘elsewhere in this 


issue. We applaud this further evidence of the 
Council’s appreciation of these very real problems of 
today. 


The Limitation Act and Rates 


Proceedings for the recovery of rates are of a special 
kind. No action in the ordinary sense lies for their 
recovery; instead, an old statute of Elizabeth I 
lays down that the rating authority must apply to 
the justices for a distress warrant. The question 
arose recently whether in those circumstances the 
Limitation Act applied to liability for rates: China v. 
Harrow Urban District Council (The Times, November 
7th, 1953). In that case the appellant was £31 odd in 
arrear for rates on a house occupied by him until 
July 1940 when he departed on war service. By 1953 
the Council had discovered’ his whereabouts and 
‘applied for the necessary distress warrant. ` 
The. appellant took the point before the justices 

that they were precluded from granting the distress 
warrant by Section 2 (1) of the Limitation Act, 1939, 
which provides: 

“The following actions shall not be brought after 
- the expiration of six years from the date on which 

the cause of action accrued. 
(d) Actions to recover. „any, ‘sum recoverable by. 
virtue of any-enactment.’ 

The justices held that although they were carrying 
out judicial duties in hearing the application for 
the warrant, the proceedings did not constitute an 
‘action’ and were not therefore within Section 2 (1) 
(d). On appeal, the Divisional Court upheld the rate- 
payer’s objection. The Lord Chief Justice pointed 
out that ‘action’ was defined in Section 31 as includ- 
ing ‘any proceeding in a court of law, including an 

esiastical court’ unless the context otherwise 
required. The cause of the proceeding in the present 
case was the failure to pay on demand in 1940, 
which was more than six years before the proceed- 
ings were brought. Accordingly, the Limitation Act 
applied. 


. Poor Show 
The will, dated June 6th, 1952, of Mr Eric Vincent 


Poore, of Southdown House, Patcham, Sussex, and ` 
formerly of the Junior Carlton Club, has recently ` 


been published. Mr Poore, who died on April 3rd, 
left £30,104 gross, £2,872 net; duty paid being £28. 
In his will he said: 


‘From the grave I curse the Board of Inland. 


Revenue who have ruined my life. All Inspectors: 
‘Taxes are sadistic and depraved individuals with 
sense of equity, justice or even common decency 
That is common knowledge.’ 
He also directed that a copy of the relevant part of 
the will be sent 
‘to every Inspector of T'axes I have kad any dealings 
with, each member of the Board of Inland Revenue 


at his private house, and to whoever is the dishonest 
Chancellor of the Exchequer of the day.’ 


Be. 


D 
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Valuation of Shares for Estate Duty 


In our last issue we briefly mentioned the resumed 
hearing by Mr Justice Danckwerts in the Chancery 
Division of a Revenue action in which Mr Cecil 
Raymond Holt, Mr John Alphonse Holt and Mr 
John Chadwick Mather appealed against the decision 
of the Ee of Inland Revenue as to the 
value, for estate duty purposes, of 43,698 £1 ordinary 
shares in John Holt & Co DEE we ‘The shares 
were the subject of a settlement, dated January 7th, 
1947, by Mr R. L. Holt, who died on March th, 1948, 
and the appellants are the trustees of the settlement. 
The Solicitor-General submitted that there would 
have been plenty of buyers for the shares concerned, 
at the price of 25s. It could not be assumed that the 
dividend would not go higher, in view of the reduced 
value of money, and he suggested that to some buyers- 
the increase of the dividend would have been a real 
possibility, while others would have attached con- 
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siderable value to the prospect of capital apprecia- 
tion. Values of 28s to over 30s had been suggested by 
some witnesses. 


The Revenue had acted reasonably and rightly in 
fixing 25s as being the lowest’ possible figure that 
could be taken. 

Replying, Mr B. J. M. McKenna, a.c., for the 
appellants, supported the figure of 17s 2d put forward 
by the petitioners. The basis of fixing the price was 
that the shares were offered in the open market to the 
whole world, and the Court had to assume a prudent 
buyer, who would make full inquiries into the 
relevant facts in order to ascertain the real value of 
the shares. In the present case it would be wrong to 
assume a buyer who would not make such full 
inquiries. A prudent buyer would also have regard 
to the yield of other shares which offered alternative 
investments. 


His lordship reserved judgment. 





Presentation to Mr J. G. Latham, D.L., F.A.C.C.A., F.S.A.A.,, F.C.LS. 


Last April Mr Latham retired from the secretaryship of the Association of Certified and Corporate Accountants after 
` thirty-one years’ service, and the Aasociation’s recent annual dinner and dance at Grosvenor House, Park Lane (reported 
in our last issue), was made the occasion of a presentation from members to him. He is here seen being congratulated 
by his brother, Lord Latham, President of the Association (left), while on the extreme right can be seen the handsome 
television set which formed part of the presentation. Mr Latharn continues with the Association as Director and Consultant. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editer does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘Losing a Client’ 
Sm, -In your editorial ‘Losing a client’ in The 
Accountant of October 24th, the following sentences 
occur: 

‘If the auditor facilitates the change by voluntary 
resignation, it would not be unreasonable, in some 
circumstances, to expect some voluntary financial 

_ compensation. Such an expectation is unlikely to be 
fulfilled if the shareholders, with or without valid 
reasons, have lost confidence in the auditor, But it 
would be a reasonable expectation where an audit 
has been held for many years and the only reason for 
the change is the desire of a new controlling share- 
holder to use the services of the auditor of other 
companies under his control.’ 


These views raise various possibilities and it would 
be interesting to have the views of yourself and/or 
your readers as to the basis on which any compensa- 
tion would be calculated and whether the client or the 
incoming auditor should bear the cost. 

Yours faithfully, 
NORTHERN C.A. 


[We can think of no reason why the incoming auditor 
should compensate the outgoing auditor. Any question 
of compensation would be between the client and the 
outgoing auditor. Inasmuch as the auditor could 
in any event be removed at the next annual general 
meetirig the basis of compensation would not normally 
extend beyond one year’s fee and the amount would 
presumably be related to the profit element in the fee, — 
Editor.] 


Taxation of Doctors: Danckwerts Award 
Sir, ~ The assessment position queried by ‘C.A.’ in 
your October 24th issue is certainly a distressing one 
(and particularly so when one considers the difference 
in tax liability on the same income, between the ‘new’ 
practitioner and the ‘old’ one), but we understand 
from the Inland Revenue authorities that no form of 
concession is to be entertained in these cases. 

Unfortunately the doctor who has commenced to 
practise since the inception of the health service on 
July 5th, 1948, cannot even attempt to have his first 
year’s profit undisturbed by declining to accept that 
portion of the Danckwerts award which is applicable 
to that year. The award is essentially a lump-sum 
payment, spread back over the relevant accounting 
years by concession. Any reduction of the award 
therefore would none the less still affect that first 
year. We ourselves have a doctor client who com- 
menced to practise on July sth, 1948. His practice 
income plus a large private income, render him liable 
to very substantial sur-tax liabilities, and, ludicrous 
though this may seem, the ‘over-assessments’ arising 
out of the Danckwerts award (because of the ‘new 
business’ provisions) resulted in his almost being out 
of pocket upon receipt of an award totalling £1,850. 


In fact, had the award been much larger he could not 
have afforded to have accepted it. 

Incidentally, we do not quite follow the assessment 
calculations as set out by "CA, which appear to us 
to be as follows: 

Year to December 31st, 1950 increased by £1,000, 
therefore the 1949—50 assessment increased by £250, 
and the £1950-51 and 1951-52 assessments increased 
by £1,000 each (over-assessment to date, £1,250). 

Year to December 31st, 1951 increased by £1,000, 
therefore 1952-53 assessment increased by £1,000, 
and year to December 31st, 1952 increased by £500, 
thus increasing the 1953-54 assessment by this 
amount. 

Total award, £2,500; total assessments, £3,750; 
apparent over-assessment, £1,250 (arising on year 
to December 31st, 1950, as above). 

Yours faithfully, 
WA H.S. 


Section 459 (14), Companies Act, 1948 
Sir, — With regard to the point raised by ‘Perplexed’ 
in your issue of November 7th, it would appear that 
Section 184 of the Companies Act, 1948, does in fact 
override Section 80 of Table A of the 1929 Act. 

It seems that Section 459 (14) (e) of the 1948 Act 
is more general in its application, whereas Section 184 
specifically excludes contrary provisions in a com- 
pany’s articles. Also the words in Section 459 (14) (e), 

‘So far as the same applies to any company existing 

at the commencement of this Act’, 
bring the company in question within the scope of 
Section 184 which states that Section 80 of the 1929 
‘Table A (contrary provisions) shall not apply. 

Yours faithfully, 
K. A. WEBB, A GA. 
Sutton Coldfield, Warwicks. 


Sır, — [In your publication of November 7th, “Per- 
plexed’ inquires whether Section 459 (14) (e), 
Companies Act, 1948, prevails against Section 184 of 
that Act to keep i in operation Article 80, Table A, 
Companies Act, 1929, adopted in its articles of asso- 
ciation by a company incorporated under the 
Companies Act, 1929. 

The answer appears to be in the affirmative. 
Section 184 re-enacts Section 29, Companies Act, 
1947, and it is also a provision of the Companies Act, 
1948, overriding a company’s articles. It is therefore 
within Section 455 (4), Companies Act, 1948; but 
equally Section 459 (14) (e) is an example of the 
exception provided by the Act, for in unequivocal 
terms it states, 

‘Nothing in this Act shall affect Table A... 
so far as the same applies to any company existing 
at the commencement of this Act.’ 

Youre faithfully, 
‘SHIRLEY. 
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Fact or Fiction 
Sir, —I think that the following little story may be 
of some interest to your readers. 

The library in a sanatorium was, until recently, in 
the hands of a patient-a displaced person. Many 
text-books are included to help in the rehabilitation 
of patients. When the D.P. was discharged, it was 
found that he had re-indexed many volumes and on 
the shelf, boldly marked ‘General Fiction’ reposed a 
thick volume entitled Book-keeping! 

We ask each other, was he a psychologist or a 
humorist? Yours faithfully, 

Robertsbridge, Sussex. J. G. ALLEN. 


Builders’ Cost Records 

Sir, — With reference to the inquiry from your 
correspondent Mr J. G. Meek (October 17th issue), 
a very simple and effective method of obtaining rapid 
advice of deliveries to local building sites for posting 

to central cost records can be achieved as follows: 
(1) Each site is providéd with a loose-leaf ‘Goods 
received register’ containing sheets with columns 
for the following details: date; order and delivery 
note numbers; name of supplie1; description and 
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quantity of goods or materials; unit price and 
value; and, perhaps, name of carrier; initials of 
checker; disposal. 

(2) The records would be written up in duplicate 
in the register. 

(3) Each day as goods are delivered, they would be 
checked or counted and entered in the ‘Goods 
received register’, of which a duplicate will be 
made by placing a sheet of carbon between two 
of the forms. 

(4) At the end of each day (or any other frequent 
interval) one of the copies will be removed from 
the register and posted to the central office 
where the information will be posted to the 
appropriate cost account. 

(5) The duplicate copy thus sent may be accom- 
panied by the delivery notes of the goods con- 
cerned which will be needed later when the 
invoices are received to be checked for payment. 
Needless to say, it will be essential for the local 
clerk receiving delivery on the site to inde- 
pendently check or count the goods arriving and 
not to accept the quantity of goods as shown on 
the delivery note. 

Yours faithfully, 


Birmingham, 14. R. BRAITHWAITE, A.C.A. 


FINANCE AND COMMERCE 


Tying-up of a substantial amount of investment 
money in the United Steel share issue has restricted 
stock market activity to some extent but the general 
undertone remains confident. Once the steel share 
issue is finally out of the way, an early resumption of 
trustee borrowing in the gilt-edged market is 
expected. 
Singapore Accounts 

We have received from Mr P. J. Cavanna, A.C.A., 
the accounts of Fraser & Neave Ltd and of its asso- 
ciated company, Malayan Breweries Ltd. Both com- 
panies are incorporated in Singapore and Mr Cavanna 
is the group’s accountant. We reprint the Fraser & 
Neave accounts this week. 

Mr Cavanna, in his covering letter, mentions by 
way of background that the company operates twelve 
factories in the Federation, the Colony of Singapore, 
Thailand and the Republic of Indonesia, producing a 
wide range of soft drinks and, under franchise, 
bottling ‘Coco-Cola’. The company also acts as 
managing agents and distributors for Malayan 
Breweries whose ‘Anchor’ beers won the Empire 
Championship at the Brewers’ Exhibition in London 
in 1950. These are facts, however, which with any 
company should go with the report to make it a self- 
contained statement regarding the company, its 
business and its position. 

We were interested in the statement by the chair- 
man, Mr T. Aiken, regarding evasion of taxation in 
the Federation, the subject of a recent report by the 
senior investigation officer. Mr Aiken says that the 
report fully confirms the opinion of the commercial 
community that inoome-tax has been too hastily 


imposed with little regard to the difficulties of admini- 
stration and that widespread evasion would be 
inevitable. 
Shorn of Detail 

The accounts presented by Clifford Motor Com- 
ponents Ltd for the year to March 31st, 1953, go 
the full Jen in removing detail to separate 
schedules. The consolidated balance sheet shows 
that fixed assets plus trade investments and current 
assets produce total tangible assets of £2,615,773; 
that after deducting current liabilities and the pro- 
posed dividend, net tangible assets amount to 
£2,137,670; and that with net tangible assets, the 
interest of the members of the company in the book 
value of the Group’s net assets is £2,193,869. 

This is shown to be made up of the capital (in 
detail), capital reserves and revenue reserves. In 
similar manner, separate schedules give the detail 
of the profit and loss account, the make-up of the 
Group charge for taxation, for instance, being shown 
in this way. We notice that this year, employees 
welfare expenditure of £16,812 is a deduction from 
trading profit whereas last year it was dealt with by 
way of an appropriation to the employees welfare 
fund of £18,000. 

Those who have become accustomed to the usual 
form of balance sheet with its current assets group 
showing stock, debtors, cash, etc., may find it a little 
difficult to turn overleaf in this case for the group 
details but the confinement of the balance sheet 
itself to the group totals has its advantages. Some 
companies achieve the same object by a separate 
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balance sheet summary in addition to the normal 
accounts. 
‘600 Group’ 

One of the best examples of good company reporting 
we have seen for some months has come from George 
Cohen Sons & Co Ltd, engineers and iron, metal 
and machinery merchants, sometimes known as “The 
600 Group of Companies’. Why ‘600’, we should 
like to know. The report takes understanding for 
granted but in other respects is full of information 
and interest. The publication is excellent publicity 
from the trade as well as the shareholders’ angle. 

More than half the booklet is given to the com- 
pany’s ‘Service to Industry’, illustrated with 26 pages 
of pictures and informed by a trade directory which 
describes the make-up of the Group, the machinery, 
tools, and materials in which business is done, and 
gives the addresses and ’phone numbers to which 
application should be made. 

An indication of the scope of the accounts is seen 
in the simplified group profit and loss account which 
opens with group turnover and through deductions 
for payments to outside suppliers for goods and 
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services, net wages and salaries (approximately 6,700 
persons), P.A.Y.E. and depreciation, moves down to 
net profit, the disposal of which in taxation of profits, 
net amount paid to stockholders (approximately 
3,100 persons), other appropriations, and amount 
set aside for replacement and development follows. 
Alongside is a summary showing how the profit was 
derived’ from the three main headings under which 
the group business is conducted. 

The introduction to the trade section of the report 
states’ that “Copies of this brochure will be sent on 
application to the Publicity Department, The ‘‘600” 
Group of Companies, Cunard Works, Chase Road, 
-North Acton, London, NW 10’. 


Money Market 
An increase from £385,875,000. to £392,540,000 in 
Treasury bill applications on November 6th and a 
reduction from £240 to £220 million in the offer 
resulted in a cut from 45 to 34 per cent in the market’s 
quota at a maintained bid of £99 9s 6d. The average 
rate was o-75d lower at £2 1s xoʻ62d per cent. This 
week’s offer is £230 million. . 


FRASER AND NEAVE LIMITED 


Profit and Loss Account for the Yoar anded June Mich, 1953 


Trading Profit after providing for depreciation of stocks and doubtful debts and after charging: 


Depreciation Including transfer to Plant Replacement Reserve 
Directors’ Fess ae a Ze dé Sch ss 


Income from Trade and General Investments (net) DÉI 
Subsidiary Companies: Profit remitted less provision for loss Pi 
Sacretarial ransfer Fees and Sundry Income 


Profit before/Taxntion 
Reserve r Income-tax ` 


Profit after Taxation .. 


Balance of Profit Unappropriated 
Brought forward from previous year 
Provision for Income-tax in previous years no Tongar required - 


Net surplus on lquidation of Subsidiary Companies safter transfer of $300, 000 to reserve .. 


War Damage Claims paid .. 


Available for Appropriation ` 
and dealt with as follows: 
Dividends Paid and Proposed: 
Preference Dividenda for the year less tax .. 
Ordinary Dividends: 
Interim Dividend of 6 per cent len tax 


Proposod Final Dividend of 6 per cot and Bonds of7 par cont both Tees ex 


Recommended Transfer to General Reserve 


Balance of Profit Unappropriated carried forward to next year 























June 30th, June 30th, 
1953 1952 
$2,241,580 : $2,776,583 
$1,058,339 1,000,375 
- ` 27,000 27,000 
689,076 755,832 
44,543 17,803 
35,516 26,074 
80,059 43,977 
3,010,715 3,576,292 
1,150,000 1,300,000 
1,860,715 KR 2,276,292 
849,603 799,925 
200,000 ~ 
211,673 — 
= -357,080 
3,121,991 3,433,297 
25,294 25,294 
340,200 453,600 
737,100 604,800 
1,102,594 1,083,694 ` 
1,000,000 1,500,000 
——— 2105% 2,583,694 
$1,019,397 $849,603 
en d ee 


Let 
Ve 
uw 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALE! 


MEETING OF THE COUNCIL 


At a meeting of the Council, held on Tuesday, 
November 4th, 1953, at the Hall of the Institute, 
Moorgate Place, London, EC2, there were present: 

Mr J. Blakey, President, in the chair; Mr D. V. House, 
Vice-president; Messrs H. Garton Ash, opp, M.C., 
W. L. Barrows, Sir Bernhard Binder, Messrs C. W. Boyce, 
c.B.E., W. G. Campbell, P. F. Carpenter, W. S. Carrington, 
J. Clayton, S. W. Cornwell, E. C. Corton, A. S. H. Dicker, 
M.B.E, W. W. Fea, P. F. Granger, Sir Harold Howitt, 
G.B.E., D.S.0,, M.C, Sir Russell Kettle, Messrs W. H. 
Lawson, C.B., R. B. Leech, M.B.E, TD., R. McNeil, 
S. J. Pears, C. U. Peat, m.c., P. M. Rees, M.C., L. W. 
Robson, G. F. Saunders, Gilbert D. Shepherd, M.B.E., 
K. G. Shuttleworth, B. Smallpeice, C. M. Strachan, 
0.B.£, E. D. Taylor, G. L. C. Touche, E. Gordon Turner, 
M.C., A. D. Walker, M. Wheatley Jones, E. F. G. Whinney, 
R. P. Winter, M.C., T.D., with ibe Secretary and Assistant 
Secretaries. 

Welcome to New Member of tho Council 
The President welcomed Mr R. McNeil, F.c.a., of 
Brighton, who was attending for the first time as a 
member of the Council and Mr McNeil briefly replied. 


Re-admission to Membership 
Three applications for re-admission to membership 
were acceded to. 


Exemption from the Preliminary Examination 
One application under bye-law 79 and one application 
under bye-law 63 (a) for exemption from the Prelimin- 
ary examination were acceded to. 


Reduction in Period of Service under Articles 
Two applications under bye-law 61 for a reduction in 
the period of service under articles were acceded to 
and one application was not acceded to. 


Exemption from the Intermediate Examination 
Twenty-eight applications under bye-law 85 (a) for 
exemption from the Intermediate examination by 
articled clerks who had produced evidence of having 
graduated by taking one of the degree courses approved 
by the Council under bye-law 62 were acceded to. 

Two applications under bye-law 85 (b) for exemption 
from the Intermediate examination were acceded to 
and one application was not acceded to. 


Intermediate Examination 
One application under bye-law 81 for permission to 
sit an earlier Intermediate examination was not 
acceded to. 
Final Examination 


One application under bye-law 86 for permission to- 


sit an earlier Final examination was acceded to. 


Estate Duty Anomalies 
The Council approved a memorandum for submission 
to the Board of Inland Revenue in connection with the 
Chancellor of the Exchequer’s review of anomalies 
arising under estate duty law. Copies will be dis- 
tributed to all members of the Institute towards the 
end of November. 


‘Treatment of Profits Tax in Accounts 
On the report of the Parliamentary and Law 
mittee, following consideration of a memori 
prepared by the Taxation and Research Com: 
the Council has authorized the printing and is 
all members of the Institute of a pamphlet of N 
the treatment of profits tax in accounts. [Reprodu 
this issue. ~ EDITOR.] 


Accounting Principles 
On the report of the Parliamentary and Law 
mittee, following consideration of a memort 
prepared by the Taxation and Research Com 
the Council has authorized the printing and is 
all members of the Institute of a recommen 
under the title Accountants’ reports for prospe 
adjustments and other matters, as No. XVI in the 
of recommendations on accounting principles. [ 
reproduced in our next issue. ~ Eprror.] 


Autumnal Meeting, 1953 
The President was asked by the Council to send 
of appreciation to all those who gave their serv 
connection with the autumnal meeting held at 
borough in October. 


Appointments to Committees 
Mr R. McNeil was appointed to serve on the Ar 
tions, District Societies and Examination Comn 
for the ensuing year. 


Intermediate Examination Syllabus 

The Council has decided to modify the syllab 

two subjects in the Intermediate examination 

changes are as follows and they will take effect 
mencing with the May 1954 examination: 

(i) Auditing, The words ‘including investig: 
have been deleted from the syllabus. 

(ii) Taxation and Cost Accounting. The syllab 

been revised to read: 

“The law and principles of income-tax and: 
and their application, and the preparation oi 
putations for submission to the Inland Re 
Questions will not be set involving profits tax, 
profits levy, penalties, assessment of foreign i 
double taxation relief, residence and domicil 

“The objects and principles of cost acco 
Questions will not be set involving the prep: 
of cost accounts.’ 


Intermediate Examination: Eligibility to 
The Council proposes to submit a resolutior 
meeting to follow the annual general meeting ir 
to vary the bye-laws so as to provide that, comm 
with the May 1955 examination, an articled 
serving for a period in excess of three year: 
present himself for the Intermediate examinatio: 
the expiration of two years of his term of servic 
that, in any other case, he may so present himsel 
the expiration of one year of his term of service 
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Certificates of Practice etc. 

It was resolved: 

(1) That certificates of practice be issued to the 
following thirty-two associates who have commenced 
to practise: 

Ascough, George Arthur; 1950, A.C.A.; (Barron & Green), 
Commerce Chambers, 127 The Headrow, Leeds, 1. 

Barker, John Sowerby Gartside; 1949, A.C.A.; (F. Hunter, 
Gregory & Lord), Irwell Terrace, Bacup. 

Bird, John Leslie; 1951, A.C.A.; 118/119 Newgate Street, 
London, EC1. 

Calvert, Margaret Ada T'omsett, B.A; 1952, A.C.A; 21 
Eastfield Drive, Liverpool, 17. 

Corkish, William Douglas; 1953, A.C.A.; (E. M. Owen & 
Co), 11-13 Victoria Street, Liverpool, 2. 

Crawford, Stanley Derek; 1953, A.C.A; 14 Linden Road, 
Didsbury, Manchester, 20. 

Ellison, William Eric, B.com.; 1953, A.C.A.; (A. E. Ellison 
& Co), Commerce House, Bradford. 

Farmer, Maurice, 8.coM.; 1953, A.C.A.; 58 Hitchen Hatch 
Lane, Sevenoaks, Kent. 

Fenton, Alexander Gilbert; 1931, A.C.A.; 7 David’s Road, 
Forest Hill, London, SEz3. 

Fischer, John Eric; 1952, A.C.A.; (Simon Jude & West), 
Ee Bank Buildings, 11-13 Victoria Street, Liver- 
pool, 2. 

Gallaway, Richard James Rodier; 1937, A.C.A.; (Smith, 
Weir & Turner), 16 Oxford Street, Manchester, 1, also 
at Rochdale (E. Turner & Co). 

Gibson, Robert Heward; 1953, A.C.A.; (James Gibson & 
Sons), Union Bank Chambers, Royal Street, Barnsley. 
Glissan, Reginald John; 1952, A.C.A.; (Tyler & Wheatcroft), 

Central House, 75 New Street, Birmingham, 2. 
Hamilton, John Robertson; 1953, A.C.A.; 30 Fleet Street, 

London, EC4. 

Hood-Williams, William Stanley; 1929, A.C.A.; (Sidney H. 
Buckland & Son), Moorgate House, 6 Christina Street, 
Swansea. 

Horton, John Arthur; 1951, A.C.A.; (Tyler & Wheatcroft), 
Central House, 75 New Street, Birmingham, 2. 

Jennings, Roland Godfrey, MA: 1952, A.C.A; (Roland 
Jennings & Co), 49-50 John Street, Sunderland, and at 
London. 

Jones, Wilfred Henry, 3.com.; 1951, A.C.A; (Sidney H. 
Buckland & Son), Moorgate House, 6 Christina Street, 
Swansea. 

Keyworth, Raymond Dennis; 1952, A.C.A; (*Francis S. 
Clark & Co), 674 Queen Street, Newton Abbot, and at 
‘Teignmouth, ; 

Kirk, Ronald; 1953, A.C.A; (Hodgson, Harris & Co), 
Bank Chambers, Parliament Street, Hull; (for other 
towns see Hodgson, Harris & Co). 

Knox, Leslie; 1951, A.C.A; 8 Derwent Road, Marden, 
Cullercoats, Northumberland. 

Lynn, Peter, B.COM; 1951, A.C.A.; (Peter Lynn & Co), 
40 Mortimer Street, London, Wr. 

Minter, Henry Clifford; 1937, A.C.A.; (*Martin & Acock), 
Westminster Bank Chambers, 69 London Street, 
Norwich, and at Swaffham and Watton. 


* placed against a firm name signifies that the firm is not 
exclusively composed of members of the Institute. 
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Pickup, Clifford Roy; 1921, A CA: (F. Hunter, Gregory & 
Lord), Irwell Terrace, Bacup. 

Pollex, Bernard Evan; 1927, A.C.A.; (Latimer & Kelsall), 125 
Cotton Exchange Buildings, Old Hall Street, Liverpool, 3. 

Pollock, Robert Williarn; 1953, A.C.A; (Mayhew-Sanders 
& Co), 31 St James’s Place, London, SW:. 

Selby, James May; 1940, A.C.A.; (Holden, Howard & 
Co), 3 Abchurch Yard, London, EC4. 

Squance, Michael John Lawry; 1953, A.C.A; (T. Cy 
Squance & Sons), 26 John Street, Sunderland. 

Tompkins, Frederick Henry George; 1932, A.C.A.; (Baker, 
Tompkins & Co), Paxton House, 36-38 Dean Street, 
London, Wr. 

Trrevers, Frederick John, D.F.c.; 1951, A.C.A.; (Holden, 
Howard & Co), 3 Abchurch Yard, London, EC4. 

Wakeling, Vivian William; 1953, A.C.A.; 49 Cefn Road, 

ardiff. 

Watchorn, Richard Geoffrey; r944, A.C.A.; (Tyler & 
Wheatcroft), Central House, 75 New Street, Birming- 
ham, 2. 

(2) That seventeen associates be elected to fellowship 
under clause 6 of the supplemental Charter (bye-law 31). 

(3) That four associates be elected to fellowship 
under clauses 6 and 31 of the supplemental Charter 
(bye-law 37). ; 

(4) That two applicants be admitted as associates 
under clause o of the supplemental Charter (bye- 
law 36). 

A list of those who complete their fellowship or 
membership before November ‘17th will appear in The 
Accountant of November 21st. 


Registration of Articles 
The Secretary reported that 199 articles of clerkship 
were registered during the month of October 1953, as 
compared with 231 in the previous October. 


Changes of Names ` 
The Secretary reported that the following changes of 
names had been made in the Institute records: 
Joseph Abraham Cibulia to Joseph Chilton, 
Wallace Zuzman to Wallace Simson. 
Frank Sidney Yass to Frank Sidney Young. 


Resignations 
The Secretary reported the resignations of: 
Mr Kenneth Hugh Sachse, M.B.E., B.A., A.C.A., Tewkes- 
b : 


ury. , 
» Frank Taylor, F.c.a., Birmingham. 


Deaths of Members 
The Council received with regret the Secretary's 
report of the deaths of the following members: 
Mr William Latham, F.c.a., Lytham St Annes. 
» William Edward Mounsey, J.P., F.C.A., Liverpool. 
» Arthur John Cotterill, a.c.a., Nottingham. 
» Thomas Davies Evans, B.A., A.C.A., Bargoed. 
» Howard Russell Selmon, A.C.A., Cardiff, 
s» Harold Beal Stevenson, F.C.a., Brixham, 
, Elijah Sudworth, F.c.a., Huddersfield. 


FINDING AND DECISION OF THE. DISCIPLINARY COMMITTEE 
Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at 

a hearing held on October 6th, 1953. 


A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Ian 
Douglas Elder, A.C.A., was, at a Magistrate’s Court 
in July 1953, convicted of obtaining credit to the 
amount of {204 by means of fraud other than false 


H 


pretences, 30 as to render himself liable to exclusion 
or suspension from membership of the Institute. 
The committee found that the formal complaint 
against Jan Douglas Elder, A.C.A., had been proved 
and the committee ordered that he be excluded 
from membership of the Institute. 
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‘THE TREATMENT 
OF PROFITS TAX IN ACCOUNTS 


Since the introduction of profits tax as from January Ist, 1947, there has been a 
great increase in the rate of the tax and in the rate of non-distribuation relief, with . 
the result that in the case of many companies the accumulated non- distribution 
relief is now material in amount. If the present system and scale of taxation continue 
the accumulated amount will increase year by year. In view of this and other 
peculiarities of the tax the Council of The Institute of Chartered Accountants in 
England and Wales has considered it advisable to issue these notes which it is 
hoped will be helpful to members of the Institate. A 


NATURE OF PROFITS TAX 


(1) The structure of the profits tax is unlike that 
of any income taxation hitherto experienced in the 
United Kingdom. The whole of the profits as com- 
puted for profits tax purposes is charged at the full 
rate, but the charge is then reduced by non-distribu- 
tion relief on the amount not ‘distributed’ within the 
meaning of the profits tax legislation. No liability 
exists in respect of the non-distribution relief unless 
for any future chargeable accounting period the 
‘distributions’ (including those on liquidation) exceed 
the’ profits chargeable to profits tax for that period; 
when that occurs the resulting distribution charge is 
a charge for that period, not a charge which involves 
reopening the aseessment(s) of the year or years for 
which the non-distribution relief was given. 

(2) As a distribution charge does not become a 
charge before the period for which the distribution is 
deemed to be made (see Section 30 (3), Finance Act, 
1947) it follows that at any particular balance sheet 
date: 

(a) The accumulated amount of non-distribution 

relief does not constitute a liability; and 


(b) Any amount set aside to meet possible future 
distribution es would not be a provision 
within paragraph 27 (1) (a) of the Eighth 
Schedule to the Companies Act, 1948, but 
would be a reserve; and it would not be a 
‘charge for United Kingdom taxation on profits’ 
required to be shown as such in the profit and 
loss account under paragraph 12 (1) (c) of the 
Eighth Schedule. 


PROFIT AND LOSS ACCOUNT - 
Disclosure of Gross Amount with Deduction 
for Non-distribution Relief 


(3) One method of dealing in the profit and loss 
account with the charge for profits tax would be to 


show the gross profits tax with a deduction for the - 


non-distribution relief, leaving the net amount of the 
profits tax charge. It may however be considered 
that there is little purpose in giving this information 
unless it is intended to transfer to a special reserve 
the amount of the non-distribution relief (or part 


thereof, if the available balance of profit is less than 
the non-distribution relief). 


Disclosure of Amount Attributable to 
Distributions 


(4) Another method would be to distinguish the 
additional amount resulting from distributions, that 
is to say, the difference between the actual profits 
tax for the year and the profits tax which would have 
been borne if there had been.no distributions, This 
might be done by describing the charge for the year 
ag oe = (of which {x SS from distribu- 
tions)’, or by grouping with the equity and prefer- 
ential dividends the additional GE Se 
therefrom. The latter procedure might, in appro- 
priate cases, have the advantage of indicating the 
cost of the dividends, but in other cases it may well 
be that no special significance would attach to the. 
figures, particularly in cases where there is a material 
amount of franked investment income. In a group of 
companies which is not wholly treated as a group for 
profits tax purposes, this method of dealing with the 
profits tax charge could well be misleading: for 
example, where the income of a holding company 
includes franked investment income from subsidiaries, 
the distributions made by the holding company may 
have little or no effect on.the amount of profits tax 
chargeable on that company; the subsidiaries will 
have borne the higher rate of tax as a result of the 
distributions made by them to outside interests and 
to the holding company to enable the latter to make 
its own distributions. 


Disclosure of Net Amount only 
(5) A third method would be to show the profits 
tax charge in one amount. This method (which in 
pee is normally adopted) shows the effective 
gure, without introducing technical complications 
which are only particular aspects of the computation 
involved in arriving at the charge. 


Separate Disclosure in Spectal 
Circumstances 
(6) Whichever method is adopted, it is necessary 
to consider whether there are ‘circumstances of an 
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-xceptional or non-recurrent nature’ (see paragraph 
A (6) (a) of the Eighth Schedule to the Companies 
Let, 1948) which require separate disclosure. In 
articular: 


(a) Where the distributions! for a period exceed 
the profits chargeable to profits tax for that 
period, a distribution charge will be incurred 
if there is an accumulated amount of non- 
distribution relief. To the extent of the distribu- 
tion charge the total profits tax charge is not a 
charge in respect of the profits of the period, 
so that if the distribution charge is material it 
would appear to require separate disclosure as 
being a circumstance of an exceptional or non- 
recurrent nature which has affected the profit 
and loss account. 


(b) A company cannot distribute in gross dividend 
an amount equivalent to the whole of the profits 
of a period unless it draws from reserves an 
amount equal tothe taxation, other than income- 
tax, which has to be borne on those profits. 
Taxation thus creates a ‘break-even’ point 
(namely, the point at which distributions plus 
taxation exactly equal the profits) so that a 
distribution above the break-even point can- 
not be made out of the profits of a period 
without drawing upon reserves {including the 
balance brought forward on profit and loss 
account); but, provided that the distribution 
does not exceed the amount of the profits of 
the period, the fact that it passes the break- 
even point does not involve a distribution 
charge. Where a distribution has been made 
above the break-even point, the fact that it 
has been necessary to draw upon reserves in 
order to make the distribution will be evident 
from the accounts, but the question arises 
whether it is necessary to distinguish that part 
of the profits tax charge which has made it 
necessary to draw upon reserves. This is not 
considered to be necessary, even if it were 
practicable. The amount of profits tax charge 
for a year consists of the full rate less the non- 

* distribution relief, if any; and there appears 
to be no special significance or purpose in 
disclosing part of the calculation of the charge. 
The position is easily distinguished from that 
which exists where there is a distribution 
charge; in that case the company has had to 
bear not only the full rate on the whole of the 
profits for the period, but also an additional 
charge by way of withdrawal of previous non- 
distribution relief and it is this additional 
charge which, as stated in (a) above, appears 
to call for separate disclosure. 





For this purpose, ‘distributions’ mean distributions as 
lefined for profits tax purposes and will therefore include 
ot only distributions of revenue or capital profits but in 
ome circumstances reduction of capital or even capitaliza- 
ion of profits (see paragraph 13). 
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BALANCE SHEET: 
NON-DISTRIBUTION RELIEF 


Nature of Non-distribution Relief 


(7) A distribution charge does not become a 
charge before the period for which a distribution is 
made in excess of the profits of that period (see 
paragraphs x and 2). It therefore follows that unless 
an excess distribution is made the accumulated 
amount of non-distribution relief? does not con- 
stitute a liability. Nor does the accumulated amount 
constitute a contingent liability, as it is not a liability 
and it cannot, except in most unusual circumstances, 
become a liability except by some decision of the 
company. Nevertheless the company (or in certain 
cases of amalgamations its successor) can never 
divest itself of the possibility of ultimately becoming 
liable to the Inland Revenue for the accumulated 
amount. 


(8) In the majority of cases the accumulated 
amount of non-distribution relief is unlikely to give 
rise to a substantial distribution charge except in the 
event of winding up, because a company does not 
normally distribute in respect of any chargeable 
accounting period a sum in excess of the profits of 
that period. A balance sheet is however prepared as 
on a particular date on a going-concern basis and it 
does not purport to show the effect of the many 
factors which may arise on winding up. On the other 
hand, a distribution charge can be incurred during 
the life of a company even though dividends for 
each accounting period do not exceed the profits of 
that period. This position exists because for profits 
tax purposes almost any payment to proprietors, in 
respect of revenue or capital profits or in some cir- 
cumstances reduction of capital, or even in some 
circumstances a capitalization of profits, will rank 
as a distribution and will therefore attract profits 
tax up to the accumulated amount of non-distribu- 
tion relief. There is thus no certainty as to the conse- 
quences which may at some future date flow from 
the non-distribution relief previously given. It is 
therefore necessary to consider what practical sig- 





* In these notes the expression ‘the accumulated amount of 
non-distribution relief’ is used in a special sense. Prior to 
the Finance Act, 1952, profits tax was deductible as a 
charge in computing profits for income-tax purposes, but 
it ceased to be so deductible under the provisions of that 
Act. At the same time a change was made in the method of 
computing a distribution charge based on non-distribution 
relief given up to December 31st, 1951, the effect of the 
change being to produce approximately the same charge 
as would have been borne if profits tax had continued to 
be deductible for income-tax purposes. This change is 
provided for under paragraph 1 of the Seventh Schedule to 
the Act, the effect of which is that a distribution charge 
based on non-distribution relief given for chargeable 
accounting periods from January ist, 1947, to December 
31st, 1951, will be one-half of the non-distribution relief 
on which the distribution charge is based. In these notes 
the expression ‘the accumulated amount of non-distribution 
relief’ is used to mean the aggregate amount of the distribu- 
tion charges which could be made; this amount is, for the 
reason explained in this footnote, less than the aggregate 
non-distribution relief actually given. 
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nificance, if any, attaches to the accumulated amount 
of non-distribution relief in relation to the require- 
ment of Section 149 of the Companies Act, 1948, 
namely, that a balance sheet shall give a true and fair 
view of the state of affairs of the company as at the 
end of its financial year. 


Circumstances Affecting the Possibility of 
Distribution Charges being Incurred 


(9) The existence of an accumulated amount of 
non-distribution relief at any given balance sheet 
date is not necessarily of practical significance in the 
sense that the company could, in the state of affairs 
shown by the balance sheet, incur distribution 
charges in respect of the whole of the non-distribu- 
tion relief. In some cases distribution charges could 
be incurred in respect of the whole amount while in 
other cases this Se not be 80, as explained in the 
following Sled ete 

10) There is always a part of the non-distribution 
relief given for a particular year which can never 
ve rise to a distribution charge as a result of distri- 
GE of the profits on which the relief was given. 
This position exists because a company is given 
non-distribution relief for each year on the balance 
of the profits for the year which remains after 
deducting from the total profits the amount dis- 
tributed to proprietors; but the company cannot 
retain, and therefore can never distribute, the whole 
‘of that balance because out of it the company has to 
meet not only income-tax on that balance but also 
the whole of the profits tax e for the year and 
for 1952 and 1953 the whole of the excess profits 
levy, where applicable. Nevertheless, the amount of 
the non-distribution relief in question (namely, the 
amount which could never give-rise to a distribution 
charge as a result of distribution of the profits on 
which it was given) could result in a distribution 
charge if the company were to make distributions 
out of reserves which existed at January Ist, 1947, 
or out of capital profits arising since January rst, 
1947, including those on winding up. 

(11) It will be apparent from the preceding para- 
graph that if a company were to distribute the whole 

of the reserves shown in the balance sheet it would 
not necessarily incur a profits tax charge equal to 
ithe accumulated amount of non-distribution relief; 


the maximum charge which it would incur might’ 


well be materially less than that amount. Neverthe- 
less even where the accumulated amount of relief 
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of liquidation, the effect of Section 35 (1) of the 
Finance Act, 1947, is that a distribution charge 
cannot be made on more than the amount by which 
the payments to proprietors exceed the nominal 
paid-up capital together with any cash premiums; 
for this purpose, ‘paid-up capital’ would not include 
shares paid up after April 6th, 1949, by capitalizing 
any distributable sum (see next paragraph). No 


, distribution charge can therefore arise on winding 
` up if the company is unable to return to the pro- 


prietors more than the exact amount of the’ paid-up 
share capital (excluding shares paid up after April 6th, 
1949, by capitalizing any distributable sum) plus 
any cash premiums thereon, even though a large 
amount of non-distribution relief has accumulated. 
Such a position could arise where a company had 
been given over a period of years substantial non- 
distribution relief and bad subsequently incurred 
losses,.or where on liquidation the assets do not 
realize their book amounts. 

(13) A further complication was introduced by 
Section 31 of the Finance Act, 1951. In essence, the 
effect of the section is that where after April 6th, 
1949, any distributable sum has been capitalized and 
then or thereafter (but after April roth, 1951) any 
sum is applied in reducing capital, the amaller of 
the two amounts is to be treated for profits tax pur- 
poses as a distribution, Similarly, where after April 
roth, 1951, any sum is applied in reducing capital 
and then or thereafter any distributable sum is 
capitalized, the smaller of the two amounts is to be 
treated as a distribution. Any company which since 
April 6th, 1949, has paid up shares by capitalizing 
any distributable sum, will thus include in its balance 
sheet capital which if returned to the proprietors 
would rank as a distribution for profits tax P 
Similarly, where a company has reduced its capital 
after April roth, 1951, any subsequent capitaliza- 
tion of profits would rank as a distribution for SES 
tax purposes. 


Full Information in the Balance Sheet 
(14) Lf the balance sheet had to be so drawn as to 
provide all the relevant information concerning 
possible future distribution charges, it would “be 
necessary to include the following: 
(a) The maximum distribution charge which 
could arise by reason of non-distribution relief 
given for profits tax purposes; and 
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become payable out of the reserves (capital 
and revenue) shown in the balance sheet if 
the whole of those reserves, after deducting 
that charge, were to be distributed; and also 
the amount of distributions which would 
be necessary in order to incur a distribution 
charge amounting to the balance of the 
figure in (a), together with an indication 
that such a charge could arise only in the 
event of the company making distributions 
(including distributions on winding up) out 
of future capital profits; or 


(ii) The amount of distributions (after deduct- 
ing income-tax if and when necessary) 
which it would be necessary to make in 
order to incur a distribution charge of the 
amount in (a), if such a charge could be 
incurred by distributing only part of the 
reserves shown in the balance sheet; and 


(c) In cases falling within Section 31 of the 
Finance Act, 1951, the amount of reduction in 
capital which would rank as a distribution for 
profits tax purposes or, as the case may be, the 
amount of profits which if capitalized would so 
rank, together in either case with the maximum 
amount of profits tax (being part of the amount 
included in the figure in (a)). 


(15) All the foregoing information could be given 
by note, but if desired the amount of profits tax 
referred to under (b) (i), or under (a) if (b) (i) is 
not applicable, could be shown as a specific reserve. 
It may however be considered that even the detail 
referred to in the preceding paragraph will not give 
full information because varying rates of non- 
distribution relief may have been given in previous 
years. On part of the reserves a much higher propor- 
tion may therefore become payable in profits tax, 
if distributed, than the proportion of other parts of 
the reserves which would be absorbed by profits tax. 
For example, if the whole of the reserves shown in 
the balance sheet amount to £x and it is stated that 
£y is the maximum profits tax charge which could 
become payable out of those reserves if they were 
to be distributed, the position might well be that 
nearly all of the sum of £y would become payable 
if only one-half of the reserves of {x were dis- 
tributed. Accordingly, the view might be taken that 
to give the figures of {x reserves and £y maximum 
profits tax charge would not give full information 
- (and might indeed give misleading information) 
unless there is also shown the make-up of these 
two figures according to the rates at which profits 
tax charges would arise. 


(16) It will be apparent from the two preceding 
paragraphs that any attempt to give what might be 
regarded as the fullest information would require 
the balance sheet to show considerable detail. Having 
regard to the peculiar nature of non-distribution 
relief and the many unknown factors which may 
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ultimately determine the amount for which the com- 
pany may become liable to the Inland Revenue, full 
details on the lines indicated in the two preceding 
paragraphs would not only be an over-elaboration 
but would in effect be an attempt to look ahead for 
an indefinite period of years into unknown circum- 
stances which may never arise. 


Problem of Ascertaining the Amount 
Involved 


(17) An alternative and less complicated course 
would be to state either the accumulated amount of 
non-distribution relief, or the estimated profits tax 
which would become payable in the event of the 
whole of the reserves being distributed. 


(18) If the former figure were given, namely, the 
accumulated non-distribution relief, it may well 
bear no relation to the amount of profits tax charges 
which could be incurred by the company in the state 
of affairs shown in the balance sheet. The balance 
sheet of one company may show reserves large enough 
to result in a profits tax charge up to the full amount 
of the accumulated relief in the event of the reserves 
being distributed. The balance sheet of another com- 
pany may show reserves which, in the absence of 
future capital profits, are too small to result, on dis- 
tribution, in a charge for more than a small part of 
the accumulated relief. 


(19) On the other hand, if it were desired to give 
the figure of profits tax which would become payable 
in the event of the whole of the reserves being dis- 
tributed, the question arises of how to compute a 
significant figure. The amount would depend on 
whether the reserves are distributed during the life 
of the company or on liquidation; and even in the 
case of distributions during the life of the company 
the profits tax charge would depend on whether the 
reserves represent capital profits or whether they 
represent amounts to be treated as net amounts after 
deduction of income-tax at the standard rate and 
therefore requiring to be grossed (at the standard 
rate in force at the time of distribution) in order to 
compute the profits tax. In the appendix hereto, 
examples are given showing the extreme difficulty 
of computing the amount of profits tax which may 
become payable in the event of the whole of the 
reserves being distributed. Moreover, in the absence 
of a liquidation the possibility of the whole of the 
reserves being distributed is remote. 


(20) Even if it were possible to compute a satis- 
factory figure representing the profits tax which 
would become payable in the event of the whole of 
the reserves being distributed, there would be a 
danger of misleading the reader of the balance 
sheet if the amount so computed were materially 
less than the accumulated amount of non-distribu- 
tion relief, as a distribution of subsequent capital 
profits could well give rise to liability in respect of 
the excess. 


t 
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Act, 1937, the reserves of the subsidiaries con- 
cerned could not be made available in full to 
the holding company; in such a case the 
maximum amount which could be distributed 
to the holding company out of the reserves is 
the amount remaining after deducting the 
profits tax charge to which the distribution 
would give rise. In relation to overseas sub- 
sidiaries (which are not eligible for inclusion in 
a group for profits tax purposes), this problem 
requires consideration in conjunction with the 
general question of taxation on profits of such 
subsidiaries, on which some observations are 
contained in the pamphlet of notes on Group 
Accounts in the Form of Consolidated Accounts 
issued in May 1949. 

(6) Where a notice of election for group treatment 
is in force, any accumulated amount of non- 
distribution relief given to a subsidiary before 
the election is, for taxation purposes, treated as 
if it had been given to the principal company. 
This special position will need consideration 
in deciding upon the terms of any references 
to non-distribution relief in the balance sheets 
of the companies concerned. 


On the foregoing and other special points, each case 
requires consideration in the light of the particular 
circumstances and the Council has therefore con- 
sidered that it would be inappropriate to make in 
these notes any general statement on the treatment 
of profits tax in the accounts of companies of a group. 


OPINION OF COUNSEL 


(26) The foregoing notes on the treatment of 
profits tax in accounts have been submitted to 
counsel. Three counsel, acting jointly, are of the 
opinion that the notes are correct in so far as they 
deal with matters of law. Two other counsel, acting 
jointly, disagree with that opinion because although 
in their opinion the existence of an accumulated 
amount of non-distribution relief does not constitute 
either a liability or a contingent liability at the balance 
sheet date, nevertheless they consider that if the 
balance sheet is to give a ‘true and fair view of the 
state of affairs of the company as at the end of its 
financial year’ the balance sheet should indicate the 
accumulated amount of such relief. This aspect of 


the matter is therefore not free from doubt; the con-. 


clusions set out in paragraph (24) are in accord with 
the views of the three counsel who have approved 
the document in all respects from the legal standpoint. 


APPENDIX 


Calculation of the Maximum Profits Tax 
Charge which a company can incur by 
distributing the whole of its reserves ` 
For reasons explained in paragraph (d) of this appendix 
the expression ‘distribution charge’ has not been used in 
the_calculations. 


THE ACCOUNTANT 


Assumed figures £ £ £ 
Profit. . ie Co 
Income-tax at 9s 
Distribution, gross . . x 
Less Income-tax at 9s Oo 





Profits tax at 22} per cent on 
£100,000 
Less ‘Non-distribution Te- 
lief at 20 per cent on 
£80,000 (£100,000 less 
£20,000) zë £ 
6,500 
Excess profits levy at 15 per 
cent on £109,000 (maxi- 


mum) 15,000 





77,500 





Undistributed balance £22,500 





(a) The company has an available balance of 
£22,500 and it might appear that should the company 
decide to distribute the whole of this balance it would 
incur a profits-tax charge equal to the non~distribution 
relief which has been given. This is not so, however, 
since if the company were to distribute this balance 
it would do so in the following manner: 








£ £ 
Gross distribution i 30,000 
Less Income-tax at os 13,500 
16,500 
Profits tax at 20 per cent on £30,000 . 6,000 
£22,500 


The maximum profits-tax charge which the company 
would incur by distributing the whole of its remaining 
balance is therefore only £6,000, leaving non-distribu- 
tion relief of £10,000 (£16,000 less £6,000) which 
can only give rise to a profits-tax charge if the com- 
pany makes distributions out of pre-1947 reserves or 
capital profits. 

(b) It is not necessary to make a computation on the 
foregoing lines in order to ascertain what profits-tax 
charge would arise on distribution of the reserves 
shown in the balance sheet. It can be shown by calcula- 


` tion that the amount of the charge is either a specified 


proportion of the total reserves, or the accumulated 
amount of non-distribution relief, whichever is the 
smaller. The smaller of these two amounts represents 
the maximum profits-tax charge which could be 
incurred by distributing to proprietors such an amount 
as together with the resulting profits-tax charge will 
exhaust the whole of the reserves. In order to deter- 
mine the specified proportion it is necessary to ascertain 
the equivalent gross amount of the sums actually dis- 
tributed to proprietors. With income-tax at or and 
profits-tax ‘distribution rate’ at 20 per cent, this is 
ascertained as follows: 


Gross equivalent of actual distribution = {x 

Actual net distribution = E £x 

Profits-tax char = 2 fx 
rofits-tax ge E 


ey + 22 fx = amount of available reserves 
20 100 


£x = of the available reserves, 
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The amount of the profits-tax charge arising from 
the clearance of the whole of the reserves is therefore 
20 


ores S of the available reserves, in other words, 


4/t5ths of the available reserves. Thus, 4/15ths of 
the undistributed balance of £22,500 shown in the 
illustration, gives £6,000, which is the charge shown 
in the illustration. ‘ 

(c) By similar calculation it can be shown that the 
relevant proportions for profits-tax charges based on 
non-distribution relief given at other rates are as 
follows: 


2/13ths in respect of profits-tax charges at 10 per cent 
3/25ths ” D » 7 » 


The maximum charge at any given balance-sheet date 
would therefore be computed by ascertaining the 
aggregate of the following amounts: 


4/15tha of the total reserves up to the point where 
such fraction equals the accumulated amount of 
non-distribution relief at 20 per cent. 


2/13ths of the remaining reserves up to the point 
where such fraction equals the accumulated 
amount of non-distribution relief at 10 per cent 
3/asths of the remaining reserves up to the point 
where such fraction equals the accumulated 
amount of non-distribution relief at 7$ per cent.? 


The sum of these three amounts, but not exceeding 
the total accumulated amount of non-distribution 
relief, represents the maximum profits-tax charge 
which could be incurred by distributing the whole 
of the reserves. Assume that a company has retained 
reserves of £100,000 and accumulated non-distribution 
relief as follows: 


£15,000 at 20 per cent 
5,000 at 10. a 
§,000 at 74g, 


£25,000 Total accumulated non-distribution relief. 





The maximum profite-tax charge which the com- 
pany would incur by distributing the whole of its 
reserves can therefore be calculated as follows: 








Profits-tax Relevant 
charge reserves 
£ £ 
15,000 multiplied by A = 56,250 
13 

5,000 DI ES Kat 32,500 
88,750 

1,350 representing 3/25ths of the 
balance of the reserves of 11,250 
£21,350 £100,000 











1 The rates used here are the rates at which distribution 
charges could be made, following the Finance Act, 1952, 
and not the original rates at which the non-distribution 
relief was given prior to January ist, 1952 (see footnote to 
paragraph 7). The standard rate of income-tax has been 
taken as gs in the £. 
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The £100,000 reserves would be distributed as 
follows: 




























de T 
Distribution Profits-tax charge Total 
— om a | 
Rate (Net 
Tax at per cent | Amount | distribu- 
Gross os Net on gross of tion plus 
istri-~ charge | profits tax 
bution | charge) 
£ £ per cent £ £ 
75,000 | 33,750 | 41,250 20 15,000 | 56,250 
50,000 22,500 27,500 10 5,000 32,500 
18,000 8,100 900 | 4 1,350 11,250 
£143,000 | £64,350 | £78,650 £21,350 |£100,000 
ann, 














(d Throughout the foregoing calculations the ex- 
pression ‘profits-tax charge’ has been used and there 
is no reference to a ‘distribution charge’. The reason 
for-this is that in making a calculation òf the maximum 
profits-tax charge which could be incurred by dis- 
tributing the whole of the reserves, it is not possible 
to distinguish between: 

(i) that part of the total charge which would be a 

distribution charge; and 

(ii) that part of the total charge which would merely 

be part of the profits-tax charge on the profits of 
the year for which the distribution is made. 

This difficulcy can best be illustrated by reference 
to the example given above of a company distributing 
£100,000 reserves. Before any distribution charge can 
arise it is necessary for the company to have dis- 
tributed the whole of its profits for the year in which 
the reserves are distributed; but the company cannot 
in fact distribute in gross dividend an amount equiva- 
lent to the whole of the profits of that year unless it 
draws from reserves an amount equal to the taxation, 
other than income-tax, which has to be borne on 
those profits. Such drawing upon reserves would 
reduce the amount of £100,000 given in the example 
and it would be on the reduced amount that a distribu- 
tion charge would arise. This technical distinction 
between (i) a distribution charge, and (ii) a profits-tax 
charge which is not a distribution charge, does not 


` however affect the amount of profits tax involved; in 


the example given above the sum of £21,350 would 
become payable partly in distribution charge and 
partly in the form of profits tax on the profits of the 
year in which the distribution takes place. This state- 
ment is subject to one qualification; the incidence of 
the rates at which non-distribution relief has been 
given may result in a larger amount of profits tax being 
payable than the £21,350 shown in the example. The 
reason for this is that a charge at zo per cent in respect 
of part of the current year’s profits may replace what 
would have been a distribution charge at 10 per cent 
or 7% per cent. 

(e) The foregoing calculations have been prepared 
on the assumption that all reserves represent amounts 
which if distributed to proprietors would represent net 
amounts after deduction of income-tax at the standard 
rate. This however will not necessarily be the case, 
Some of the reserves may represent capital profits 
which, if distributed, would not require to be grossed 
up at the standard rate. Moreover, any distributions 
on liquidation would similarly not require to be 
grossed up. 
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SOUTH EASTERN SOCIETY 
OF CHARTERED ACCOUNTANTS 


FOURTEENTH ANNUAL DINNER 
The Institute and Publicity 


The South Eastern Society of Chartered Accountants 
held their fourteenth annual dinner at The Hotel 
Metropole, Brighton, on Friday, November 6th, 1953, 
with Mr G. P. Morgan-Jones, M.A., F.C.A., President 
of the Society, in the chair. Members and` guests 
numbering 290 — a record attendance — were received 
by Mr Morgan-Jones and by Mr James Blakey, F.c.a., 
President of The Institute of Chartered Accountants 
in England and Wales. 

Among the official guests were the Rt. Hon. Earl 
de la Warr, p.c., Her Majesty’s Postmaster-General, 
Mr D. S. MacLachlan, and 

Messrs F. W. Allam, M.C., F.R.I.C.8., BA, (Chairman, 
Royal Institute of Chartered Surveyors, Sussex Branch); 
F. V. Arnold, ¥.3.a.a. (Chairman, Brighton and Hove Cham- 
ber of Commerce); F. G. Dawes, F.C.1.8. (President, Chartered 
Institute of Secretaries, Sussex Branch); W. G. Dengem, 
F.C.A. (Chairman, London and District Society of Chartered 
Accountants); L. V. Donne (President, Sussex Law Society); 
Derek du Pré (Editor, ‘The Accountant’), 

Messrs G. G. G. Goult, r.c.a. (President, East Anglian 
Society of Chartered Accountants); N. B. Hart, ops, T.D., 
D.L., M.A, LL.B., F.C.A. (President, Hull, East Yorkshire and 
Lincolnshire Society of Chartered Accountants); J. S. F. Hill, 
E.C.A, (President, Nottingham Society of Chartered Account- 
ants); M. P. V. Leigh, a.c.a, (Sussex Students’ Society, 
Brighton Branch), R. Leng (Sussex Students’ Society, 
Hastings Branch); J. J. Longland, a.ca. (Portsmouth and 
District Chartered Accountants’ Students’ Society). 

Messrs A. S. MacIver, M.C., B.A. (Secretary, The Institute 
of Chartered Accountants in England and Wales); J. Braynard 
Moore, M.B.E., F.A.I. (President, Brighton and Hove Auction- 
eers’ Association); C. Denis Pilcher, J.P., F.R.I.C.8., FAT, 
(Chairman, Sussex Branch, Chartered Auctioneers’ and 
Estate Agents’ Institute); D. A. Schanschieff, F.c.a. (President, 
Leicestershire and Northamptonshire Society of Chartered 
Accountants), 

Messrs W. P. Scowcroft, a.c.a. (President, Liverpool 
Society of Chartered Accountants); E. C. Sherwood, A.A,C,C.A. 
(Official Receiver); R. W. Stevens (Southampton and District 
Chartered Accountants’ Students’ Society); N. W. Watkins, 
B.AC.C.A. (President, South Eastern District Society of the 
Association of Certified and Corporate Accountants); E. Webb, 

. BSAA. (President, Incorporated Accountants District Society 
of Sussex); E. Whitley-Jones (President, Institute of Bankers, 
Brighton Section). 


The Postmaster-General 

The Rt. Hon. Earl de la Warr, proposing the toast of 
“The Institute of Chartered Accountants in England 
and Wales and the Accountancy Profession’, paid 
tribute to the memory of the late Mr Percy Morgan- 
Jones, father of Mr G. P. Morgan-Jones, and described 
him as having ‘the true simplicity of a really fine 
English gentleman’. (Hear, hear.) 

Lord de la Warr stressed the important part that the 
profession plays in the life of the nation, laying par- 
ticular emphasis on the accountants’ task of promoting 
efficiency in management of our industries. 

“We must regain the national will to win, and that we are 


doing so is a most encouraging factor in the national 
outlook.’ (Applause.) 


The Institute’s Pre-eminence 
Mr Blakey said in reply: 

‘It is my duty, as it is also my pleasure, during my year of 
office as your President, to do everything in my power for 
the good of the Institute and all the categories of its mem- 
bers and also to keep the name of the Institute pre-eminent 
in this country. 

‘That pre-eminence can, of course, only in the long run 
be maintained by the quality of our individual work, It is 
right that this should be so and it is evidence that this is 
the position today as judged by the overwhelming propor- 
tion of the accounts of public and private companies which 
are audited by our members and by the extent to which 
their names appear on prospectuses. 


The Small Practitioner 


‘I am, however, very conscious that this kind of reflection 
may be cold comfort and certainly is not a complete 
answer to the small practitioner often practising in rural 
areas and having difficulty in keeping up his end against 
his competitors, qualified and unqualified. 

‘He may think at times that the Institute does not help 
him suffictently and I feel it might be of interest to speak of 
these difficulties, as I see them, as your district society area 
is such a scattered one. May I, as a provincial member, 
assure you that the Council of the Institute does not think 
solely of the big firms, but is continually concerned about 
the smaller practitioner? 

‘I think the smaller practitioner suffers from two great 
disadvantages. First, the isolation which he no doubt feels 
and, secondly, the activities of the unprofessional prac- 
titioner who is at liberty to advertise, whereas our members 
must of necessity keep to a high standard of professional 
conduct. Let us therefore take these two disadvantages and 
see if we can help in some way. 

‘As regards isolation, where a member is practising on his 
own there must be many occasions when he feels the need 
for a talk with a colleague on a difficult matter. Not unnatur- 
ally, he hesitates to approach a fellow practitioner because 
he may think that this will result in him losing a client. 
Personally I do not think that this applies. I am sure there 
must be friends near at hand who would be prepared to 
help with advice. If not, I would point out that there is an 
advisory subcommittee of each district society to which he 
may apply for informal advice when confronted with a 
difficult question of practice. 

‘I know that the practitioner in the rural area may of 
course say that he is too far away to consult the district 
society, but I am sure that the panel would give advice 
expeditiously and, I am sure, ably assisted by his lordship 
as Postmaster-General doing hia part.’ (Laughter and 


applause.) 
Publicity 


‘The second disadvantage as regards the competition of the 
unqualified practitioner presents considerable difficulty, 
but I can assure you that the Council is ever mindful of this 
question of publicity or educating the public to consult a 
qualified practitioner for its own sake. In fact, I attended a 
meeting only two days ago of a subcommittee which has 
this particular matter in hand, 

‘The difficulty is the question not so much as to whether 
there should be suitable publicity but as regards the 
method. You are probably aware that fairly recently we 
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have asked for suggestions from the district societies taking 
into account their peculiar difficulties. 


Co-ordination 
‘It was, of course, thought at one time that co-ordination 
might be the answer to the problem. Very strenuous and 
honest efforts were made to implement the proposals and 
one of the reasons why they were eventually turned down 
was that on looking at the results dispassionately, we could 
not really say that they helped the small man. 

‘There were, of course, admittedly other difficulties, in 
particular that of defining adequately an accountant and a 
practising accountant in a world where everyone, including 
eared and solicitors, are bound to touch on accountancy 
wo 

‘It was obvious from the first that chartered accountants 
would be giving-away something under the co-ordination 
proposals and one of the reasons why we were prepared to 
face this was to help the small man. 
` ‘When these proposals failed, we did not throw up the 
sponge but are still trying to regulate the profession and, 
in particular, are working with the Board of Trade with 
intent to amend Section 161 of the Companies Act so that 
the audit of all limited companies shall be restricted to 
qualified people.’ 


The ‘Closed Shop’ Principle 
‘You must, however, understand that there is a limit 
beyond which we cannot go and, indeed, a limit beyond 
which Parliament would not let us do so even if we wished. 
Public opinion, as ou. know, is very critical of what is 
called the ‘“‘closed shop”. 

‘One of the reasons why the present Companies Act did 
not require, the auditors of all companies to be qualified 
but left a loophole in respect of private exempt companies 
was that Parliament was not satisfied that if the “closed 
shop” principle was applied, to that extent there would, in 
fact, be enough qualified accountants to go round. 


What is the Solution ? 

‘What is, therefore, the para I think 
firstly we must maintain and enhance the Pan quality of of 
our work and standards until they permeste into the 
business communi ity for its own sake and advantage and 
then these potential clients who have been to unqualified 
practitioners will of necessity be forced into our hands. 

‘Secondly, some method of bringing before the public 
on any an "every suitable occasion the high standards of 
work and conduct of the Institute as a whole. - 

‘Tf, therefore, any of you have any suggestions to make 
- on this subject, I shall be delighted to-have them provided 
that they are submitted with a reasoned view of the back- 
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ground which I have tried to sketch. I will certainly see . 
that they get through to the proper quarters. 


Warm Tributes . ; 
‘I should now like to conclude on a more personal note 
and I would like first of all to congratulate you, Mr Chair- 
man, on becoming President of this Society and followin: 
the high traditions set by your late father whom I SE 
amongst my personal friends and whose work on the Council 
will ever be remembered.’ (Applause.) 

The toast of ‘Our Guests’ was proposed by Mr |: 
P. D. Irons, B.COM., A.C.A., F.C.W.A.; Mr Derek du Pré 
replied. 

The toast of “The South Eastern Society of Char- 
tered Accountants’ was proposed by Mr MacLachlan, 
who said that traders appreciated the advice of their 
accountants which assisted them in dealing with the 
complex difficulties of today. He congratulated Mr > 
G. P. Morgan-Jones on being the first son to follow his - . 
father in the office of President of the Society. " 
(Applause.) 


The Society Attains its Majority 
In his reply, Mr Morgan-Jones said that the Society 
had this year attained its majority, having been formed 
in 1932. He illustrated the difficulties encountered by 
the Society by drawing attention to the map of the 
area which.appeared on the cover of the programme. 
To overcome the disadvantages of the rather sprawling 


‘area, the Society had flourishing local groups operating 


from seven different centres. He thought that this was 
the largest number of local groups in any district 
society area. (Applause.) 

It was also difficult, he said, to provide adequate 
facilities for students, -and he stressed the importance 
of the students’ residential course which was of great 
use to distant students. 

In conclusion, he congratulated Mr R. McNeil, 
F.C.A., on his appointment to the Council of the 
Institute. He thanked the honorary secretary, Mr 
A. G. J. Horton-Stephens, F.c.a., for his hard work in 
connection with all the activities of the Society, and 
the honorary assistant secretary, Mr D. H. 'Tonkinson, 
A.C.A., for making the admirable arrangements for the 
dinner. He also thanked Mr A. Jolly, ¥.c.a,, for acting 
as toastmaster during the evening. Mr Morgan-Jones' 8 
speech was greeted with loud applause. 


NOTES AND NOTICES 


Personal ` 


Messrs Crew, TURNBULL & Co, Chartered Account- 
ants, of George Street West, Luton, and at London, 
Dunstable and Paris, announce that as from Novem- 
ber at they have taken into partnership Mr Eric 
GEOFFREY SQUIRES, who has been in the service of 
the firm for several years. Mr Squires is a grandson 
of the late Mr B. T. Crew. The name of the firm will 
remain unchanged. 

Messrs H. Lomax & Co, Incorporated Account- 
ants, of 83 Bridge Street, Manchester, 3, and at 
Formby, Lancs and Cheadle Hulme, Cheshire, 
announce with regret the death, on November 2nd, 
of their partner Mr ALan Woop, Saa, Mr Woop 
. Was articled to Mr H. Lomax, F.s.4.4., and had been 


with the firm for some thirty years. The practice will 
be continued by Mr Lomax. 

Messrs WooLGER, HENNELL, Scorr- MITCHELL & 
Co, Chartered Accountants, of Moorfields Chambers, 
165-167 Moorgate, London, EC2, announce that 
Mr B. MacDonaLp HENNELL, M.A., A.C.A:, the son 
of their senior partner, who has served, both under 
articles and subsequently, with the firm, has now . 
been taken into partnership. 

Messrs Leacn, Jonnson, Travis & Co, Chartered 
Accountants, of 32 Kennedy Street, Manchester, 2, and 
20 Obun Eko Street, Lagos (and C. H. Travis & Co, 
128 Mount Street, London, W1) announce that as from 
September 1st, 1953, they have taken Mr CYRIL ALBERT 
NOLAN, A.C.A., into partnership in their Lagos practice. 
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Professional Notes 

Mr H W. Holt, A.C.A., chief accountant of The 
Midland Counties’ Dairy. Ltd, Birmingham, since 
1946, has been appointed a director of The Midland 
Counties’ Dairy (Coventry) Ltd. Mr Holt is con- 
venor of the management accounting discussion group 
of the Birmingham and District Society of Chartered 
Accountants. 

Councillor E. Ewart Pearce, M.B.E., J.P., F.S.A.A., 
a past President of the Incorporated Accountants’ 
South Wales and Monmouthshire District Society, 
has been appointed deputy chairman of the Finance 
Committee of the Cardiff City Council. 

Mr R. H. Gilliam, a.c.w.a., A.1.M.T.A., has been 
appointed Cornwall sub-area accountant of the 
South Western Electricity Board. 

Mr E W. Beattie, c.a., has joined the board of 
directors of Turney Brothers Ltd, Nottingham. He 
will continue to act as secretary. 

In our issue of October 31st, 1953, we said that 
Mr W, J. Lee, A.C.A., had been appointed managing 
director of Hattersley (Ormskirk) Ltd. This was not 
correct: Mr Lee has been appointed assistant 
managing director. , 


Deputy-Lieutenant of Northumberland 
The name of Lieut.-Col. R. P. Winter, M.C., T.D., 
F.C.A., is among those of seven newly-commissioned 
deputy-lieutenants for the county of Northumberland. 

Lieut.-Col. Winter is a member of the Council 
of the Institute and a partner in the firm of Winter, 
Robinson; Sisson and Benson, Chartered Accountants, 
of Newcastle upon Tyne. 


London and District Society of Chartered 
Accountants 

At a meeting of the London and District Society of 
Chartered Accountants to be held next Wednesday, 
at 6 p.m., in the Oak Hall of the Institute, Mr H. F. 
Lock, B.sc., Assistant Director of the National 
Institute of Industrial Psychology, will speak on 
‘Staff selection’. 


Committee on the Economic and Financial 
Problems of the Provision for Old Age 
The Committee on the Economic and Financial 
Problems of the Provision for Old Age, under the 
chairmanship of Sir Thomas Phillips, has now 
reached the stage when they would welcome evidence 
from individuals, institutions and organizations who 
are interested in their terms of reference. These are: 


‘To review the economic and financial problems 
involved in providing for old age, having regard to the 
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prospective increase in the number of the aged, and to 

make recommendations.’ 

It should be noted that the committee is concerned 
with the economic and financial problems arising 
from the changing age-atructure of the population and 
not with specific levels of provision for the individual 
pensioner. 

Evidence in the form of written memoranda should 
be submitted to the joint secretaries, Treasury 
Chambers, Great George Street, SW1, not later than 
March 31st, 1954. 


The Chartered Accountant Students’ 
Society of London 


The following meetings of the London Students’ 
Society will be held during next week: 


Monday, 5.30 p.m.: Lecture (at Caxton Hall, Victoria 
Street, SW1)- “The law on sale of goods’, by Mr C. 
Grunfeld, M.A., LL.B. (Lecturer in Law, University of 
London), 

Tuesday: All-day visit to Barclays Bank (Limited number.) 

Thursday, 6 p.m.: Dinner debate. Motion — ‘That this 
house would have preferred life in the days of Good 
Queen Bess.’ 

Friday, © p.m.: Lunch-time discussion of study problems 
brought be students. 5.65 p.m.: Introductory course 
lectures on (1) “The basic principles of double-entry and 
the organization of accounts’; (2) ‘Partnership and com- 
pany law.* 


Manchester Chartered Accountants’ Students’ 
Society 

The report of the committee of the Manchester 

Chartered Accountant Students’ Society for 1952-53 

which was presented at the Society’s seventieth 

annual meeting held recently, records a further rise 


- in membership during the year, bringing the total 


to oof, A comprehensive programme of meetings 
was held during the winter session of 1952-53 and 
included visits to the head office of the District 
Bank and to the works of a Manchester company. 

The annual meeting was preceded by an informal 
tea party for articled clerks who joined the Society 
between October 1952 and March 1953. After a 
welcome by the President, Mr M. Wheatley Jones, 
F.C.A., the purpose of the Students’ Society and the 
functions of the Joint Tuition Committee were briefly 
explained by Mr T. W. E. Booth, A.C.A., and Mr F. C. 
Hoyle, SA. F.C.A. 


The officers of the Society for 1953-54 are as follows: 


President: Mr J. Howard Bell, B.A., F.C.A. 

Vice-President: Mr F. L. Chaplin, F.c.a. 

Chairman: Mr H. G. Walton, M.A., A.C.A. 

Hon. Librarian: Mr A. Rothburn, A.C.A. 

Hon. Secretary and Treasurer: Mr Trevor W. E. Booth, 
A.C.A., Messrs E, A. Radford, Edwards & Co, 52 Brown 
Street, Manchester, 2. 


Telephone: Victoria 2002 (3 Lines) 
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Hon. Secretary, Joint Tuition Committee: Mr F. C. 
Hoyle, B.A, F.c.A., Messrs David Smith, Garnett & Co, 
61 Brown Street, Manchester, 2. 

Asst. Secretary and Treasurer (to whom all general com- 
munications should be sent): Miss I. Ritchie LL.B., Char- 
tered Accountants’ Hall, 60 Spring Gardens, Manchester, 2. 


The Chartered Accountants’ Students’ Society 

of Kingston upon Hull 

The Society’s programme of meetings for 1953-54 

commenced on October 16th and future meetings, 

to be held at the Young People’s Institute, George 

Street, Hull, are as follows: 

December 4th: “Negotiable instruments’, by Mr W. Whit- 
worth (solicitor). 

December 18th: A debate (To be arranged.) 

January 8th, 4.15 p.m.: ‘The Stock Exchange’ and 6.15 
p.m.: “The banker and his commercial customer’, by 
Mr C. R. Curtis, PH.D., M.SC., F.C.1.8. 

January 2oth: ‘Company law — directors’, by Mr J. L, 
Gayler, LL.B., B.COM. 

February roth: ‘Capital allowances on plant and machin- 
ergi, by Mr C, G. A. Try, H.M. Inspector of T'axes. 
March 4th, 4.15 p.m.: ‘Cost accounts’, and 6.75 bam: 
‘Branch accounts’, by Mr W. W. Bigg, F.C.A., F.S.A.A. 

March roth: A debate. (To be arranged.) 

April oth: ‘Auditing in regard to mechanical book-keeping 
systems’, by Mr G. M. Mowforth, A.C.A. 

April 13th: The Hull Professional Associations’ joint 
meeting. 

April a3rd: A mock company meeting. 

Members of the senior society, as honorary 
members of the Students’ Society, are. cordially 
invited to attend the lectures. The times of the 
double lectures are noted above; the other meetings 
commence at 6.15 p.m. x 


Setting Up an Organization in Brazil 
The Brazilian Chamber of Commerce and Economic 
Affairs in Great Britain is sponsoring a memorandum 
by Mr J. 5. Carolin, M.B.E., A.C.A., past chairman of 


the British Chamber of Commerce in Brazil (Inc.), _ 


on the setting up of an organization in Brazil by a 
United Kingdom registered company with particular 
reference to the most suitable form of organization. 

Copies of this informative memorandum can be obtained 


from the Chamber at 60 Lincoln’s Inn Fields, London, 
WCS, on payment of one guinea. 


The Institute’s Autumnal Meeting: 
Photographs 
The photograph of the platform at the opening session of 
the Institute’s autumnal meeting appearing on page 441 of 
our October 17th issue, and that of the group taken before 
the civic reception on page 449 of that issue, were taken by 
Walkers Studios, St Thomas Street, Scarborough. The 
other photographs reproduced in the October 17th issue, as 
well as those appearing in the October 24th issue, were 
taken by The Yorkshire Herald, Coney Street, York. 
Readers wishing to obtain copies of any of these photo- 
graphs should write direct to the addresses given above. 
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For New Sur-tax Payers 


The Inland Revenue have issued some “Explanatory 
Notes’ (leaflet 700) about sur-tax for the benefit of 
taxpayers becoming liable for the first time. The five 
pages of notes include two arithmetical examples, 
one to illustrate how total income is computed and 
one dealing with partnership allocations. 


Incorporated Accountants’ District Society 
of North Staffordshire 


The annual meeting of the Incorporated Accountants’ 
District Society of North Staffordshire was held 
recently at The Grand Hotel, Hanley, when the 
following officers were elected for 1953-54: 


President: Mr E. Downward, F.S.A.A. 

Vice-Presidents: Messrs F. S. Ralphs, a.3.a.a., 
R. A. Hamilton, a.s.a.a. 

Hon. Treasurer: Mr L. Goodwin, gaan. 

Hon. Secretary: Mr R. A. Hamilton, a.s.a.a., c/o Messrs 
J. Paterson Brodie & Son, Moor House, Moorland Road, 
Burslem, Stoke-on-Trent. 3 

Committee: Messrs A. Brodie, F.s.A.A; W. S. Dalby, 
AS.AA; Le G. Fetzer, F.8.AA; W. A. Follows, A.8.A.A.; 
T. W, Porter, a.s.a.a.; E. S. Stoddard, F.s.a.A; N. S. 
Stoddard, a.s.a.a.; A. P. Walker, a.s.a.a.; A. G. B. Smith, 
ASAAZ C. A. Tavernor, A.8.A.A.; F. A. Teasdale, A.8.A.A.; 
T. B. Green, A.S.A.A; J. P. Elliot, a.s.a.a.; K. V. Long- 
bottom, ¥.S.A.A; A. H. Mountford, a.s.a.a., and E. R. 
Hall, a.8.A.A. 


and 


Death Duties 


An interesting memorandum entitled Death duties and their 
effect upon privately owned companies can be obtained free 
of charge on application to Mr Reginald Terrell, 46 St 
James’s Place, London, SW1. 


SEVENTY-FIVE YEARS AGO 


From Whe Accountant op NOVEMBER 16TH, 1878 
Extract from a Note in Passing 
Compulsory Audits 


We have frequently had occasion to express our 
regret that some of the questions with which account- 
ants are specially concerned are so seldom made the 
subject of consideration in the lay press. This omission 
has seemed to us a fault of no small magnitude, for 
the questions to which we allude are of undoubted 
importance to the commercial world. Yet they seldom 
receive attention from any journals but those which, 
like ourselves, address but a necessarily circumscribed 
audience. For instance, there are few subjects more 
worth careful consideration on the part of business 
men than that of audits; yet how seldom do we see it 
discussed in quarters where it is likely to obtain the 
attention of those it most concerns. ... 
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REPORTS FOR PROSPECTUSES 


ANY will read Recommendation XVI, reproduced 

elsewhere in this issue, with a feeling that accountants’ 

reports for prospectuses are not of importance to them. 
It will only be when they next have to consider — possibly quite 
unexpectedly — the preparation of such a report that they will 
appreciate that this latest publication by the Council of the 
Institute is a valuable contribution to the profession. This recom- 
mendation has to be read in conjunction with Recommendation 
XIII which dealt with fixed assets and depreciation and their 
treatment in accountants’ reports. 

It is almost axiomatic that every accountants’ report for pros- 
pectus purposes poses some special problem. These two documents 
do not purport to deal with every special circumstance but they 
recommend the procedure to be adopted in connection with a 
large numbers of matters. 

The introduction contains useful information as to Stock 
Exchange requirements and the recommendations deal with a 
number of the more usual adjustments required as respects the 
figures of profits or losses or assets and liabilities. In addition, 
there are helpful recommendations on the method of presentation, 
treatment of taxation, changes in sources of income, and the 
important point of the context in which the report is included. 

Stress is laid on the importance of trend of profits, and reference 
is made to the need to review methods of valuing stock-in-trade 
throughout the period as variations or inconsistencies could have 
a material effect on the trend. 

Several paragraphs of the introduction and recommendations 
relate to taxation questions. Profits have long been stated before 
deduction of income-tax but recent practice has varied in regard 
to the treatment of other taxes upon profits, such as excess profits 
tax and profits tax. The Council favours the practice of omitting 
reference to such other taxes except in exceptional circumstances. 
Amounts in respect of excess profits tax, or profits tax at rates no 
longer applicable, do appear irrelevant, and the conclusion that 
statements of profits or losses before charging any, United King- 
dom taxation will normally be more informative and less likely to 
be misunderstood appears to be well founded. 

One of the recommendations reflects a recent change in practice. 

“The accountants’ report deals with the assets and liabilities at the 
last balance sheet date and should therefore not include any addition 


in respect of the expected proceeds of the issue. , This can are: 
priately be dealt with elsewhere in the prospectus.’ 


The accountants are reporting upon the past and upon facts. 
They do not purport to forecast the future. The intending 
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investor on the other hand, is concerned with the 
future and he will regard the accountants’ report 
as being submitted to assist him in forming his 
own assessment of the prospects. There are there- 
fore many considerations which the accountants 
must weigh carefully to ensure that their report 
is not only factual but is also presented in such 
terms as will not lead a reasonable person to draw 
wrong conclusions about the significance of the 
figures. The accountants are also concerned with 
what is said elsewhere in the prospectus about 
their figures. 

Rightly, the law casts a very cautious eye on 
everyone associated with a public invitation to 
part with money and if events later take an ill 
turn there is a possibility of a reporting accountant 
finding himself, as happened a few years ago, in 
the dock on a criminal charge. Acquittal is no 
recompense for the anguish and indignity suffered 
by an honest accountant in having to face such a 
charge. That it can be brought against an account- 
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ant is a forceful reminder of the heavy responsi-’ 
bilities undertaken by accountants preparing. 
reports for prospectus purposes. Such work ranks 

with the most difficult that public accountants 

are called upon to do. 

The difficulty of the work is the greater because 
of the infrequency with which it has to be done. 
It presents special problems which the accountant 
may be facing for the first time and may never 
have to face again in quite the same form. The 
Council has therefore rendered a most valuable 
service to members of the Institute in making 
recommendations behind which lies the incom- ` 
parable experience that must be available among 
the members of the Council. 

Although Recommendation XVI is highly 
technical, it can in one respect be read with 
advantage by the public at large. Its very nature 
has resulted in continual emphasis on the essence 
of the public accountant’s job — to see that the 
truth is stated and stated fairly. 


THE HOUSING REPAIRS AND RENTS BILL 


UBLICATION of the Government’s 
Prose Repairs and Rents Bill followed 

swiftly on the White Paper, Houses: the next 
step' which we reviewed last week. 

The Bill is a formidable one, containing forty- 
four clauses and five schedules. It is divided into 
three parts; the first takes up seventeen clauses and 
deals with slum clearance and minor amendments 
of the Housing Acts. The second, of twenty-three 
clauses, contains amendments of the Rent 
Restriction Acts, ten of the clauses being con- 
cerned with the permitted repairs increases, and 
the remaining clauses with other amendments of 
the Rent Acts. Part ITI contains general provisions. 

We said last week that much would depend on 
the new definition of ‘fit for human habitation’. 
The question is now answered by clause 7 (1). 

Clause 25 contains a useful provision in relation 
to permitted increases in rent in respect of repairs. 
A recent case has emphasized that in the absence 
of express terms in a weekly tenancy, neither 
landlord nor tenant is under any contractual 
obligation to carry out repairs. It is only fair, 
however, that a landlord in such a case who 
voluntarily repairs the house should have a rent 
increase equally with the landlord who does it 


3 Cmd. 8996. H.M.S.O. od net. 





because he is contractually bound to repair. 
Clause 25 ensures that this is done. 

Another useful provision in favour of the land- 
lord is contained in clause 26 (1). Suppose the 
landlord carries out his part of the bargain but 
the tenant neglects to carry out repairs which he 
is contractually bound to carry out — say, internal 
repairs. That would prevent the house from being 
in good repair, and, but for clause 26 (1), would 
prevent the landlord from obtaining any increase 
in rent in respect of his own expenditure. The 
subclause directs that defects due to the tenant’s 
breaches of his own agreement are to be dis- 
regarded in determining good repair. ` 

A significant change is proposed in clause 31 
in relation to new conversions of a larger house 
into two or more separate dwellings. The stand- 
ard rents of the individual dwellings are not to be 
arrived at by apportioning the standard rent of 
the original house, Instead, each new dwelling 
is to be dealt with as what it actually is, namely, 
a new house. 

It is perhaps unlikely that the Bill will escape 
substantial amendment in the House of Com- 
mons; some of the changes are likely to be hotly 
contested. Nevertheless, the need for some change 
on the lines of the Bill is unquestionable. 


November 21st, 1953 << 




















































HAT Gladstone said about income 

taxation on the occasion of his 1853 

Budget was tentative and apologetic 
ae 


. In my individual opinion it is perfectly 
E from the mode in which the income-tax was 
put an end to in 1816, that it is not well adapted 
for a permanent portion of your ordinary financial 
system. Whether it is or not, on which there is 
great difference of opinion, yet I think it is on 
all hands agreed, that it is not adapted -for a per- 
manent portion of your fiscal system, unless you 
can by reconstruction remove its inequalities. 
Even if you could remove its inequalities, a ques- 
tion which we will patiently examine, there would 
still remain, in my mind at least, objections to it 
of the gravest character. . . . 


A hundred years later the income-tax is treated 
with almost mystic reverence. It is not suggested 
that the subject is one to be dealt with frivolously, 
any more than a convict could be expected to 
make amusing comment on the ball and fetters 
that are his constant companions. We have, how- 
ever, reached the stage when we are adding 
mythology to the mystery of taxation. The 
devout Hindu regards the cow as an object of 
veneration; no rhyme and no reason enter into 
his attitude. Taxation has likewise built up a 
sacred herd which promises to rival any Eastern 
religion. 

In writing of the sacred herd we do not intend 
to refer to the ‘herd basis’ or to any other bene- 
ficial practice whereby the heaviness of taxation 
‘is made to lie less hardly on the farming com- 
munity. We do not even wish to explore much 
rther some of the doubts which surround our 
scanty knowledge of farming. It will be sufficient 
to say that perhaps the authorities at Somerset 
House are as lost in the farm yard as we would 
be. How else is it possible to account for the fact 
that in the last sentence of paragraph 7 (2) of the 
Twentieth Schedule, Income Tax Act, 1952, they 
left the job half done? 

The first, and perhaps the most venerated of 
J pur sacred cows is the secrecy which surrounds 
much in taxation practice today. It is as if the 


the popular gaze. 
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Rationally, there is everything to be said, one 
would have thought, for the Inland Revenue 
publishing the more significant of its interpreta- 
tions in some regular form of announcement, 
like the Bulletin issued periodically by the 
United States Internal Revenue. Could we per- 
haps apply the scriptural analogy that the sabbath 
was made for man, not man for the sabbath? 
The decisions of that most efficient and admir- ` 
able body, the Special Commissioners, are never 
published, except when their decisions are taken 
by way of appeal to the High. Court. Is there 
any valid reason why they should not be made 
public, except tradition? Other countries, like 
Canada and Australia, publish the decisions of 
comparable boards of appeal, with great profit 
and enlightenment to practitioners in taxation. 


- Are the decisions of the Special Commissioners so 


special that they can only be revered while 
wrapped in mystery? Perhaps the Royal.Commis- 
sion will kill this particular bovine. 

Another sacred cow in the taxation field is 
the traditional belief that tax avoidance is 
indefensible. It is only fair to say that this par- 
ticular animal is a fairly recent addition to the 
sacred herd, because it was only during the 
Second World War that judicial deference was 
given to the animal. But it is becoming a tradition 
to regard tax avoidance as immoral. ‘.. . It 
scarcely lies in the mouth of the taxpayer who 
plays with fire to complain of burnt fingers. . . > 
(Lord Howard de Walden (Scott-Ellis) v. CIR 
(27 A.T.C. 317; 30 T.C. 345)) is as good a quota- 


_ tion as any on this subject. One is not disposed 


to argue the morality or otherwise of tax avoid- 
ance — that is not the point. What is relevant is 
that tax avoidance is practised by the Inland 
Revenue as well as the taxpayer. If we are to 
accept, uncritically, the proposition that tax 
avoidance is morally wrong, the Inland Revenue 
must also make obeisance. So far, they have not. 
For what, after all, is tax avoidance but a weari- 
some emphasis on the letter of the law? (‘There 
is, of course, no ‘intention’ in a tax statute; 
neither has the tax avoider, he merely insists on 
the letter of the law.) It was the Inland Revenue 
who took the case of Barnardo’s Homes (R. v. 
Special Commissioners; ex parte Dr Barnardo's 

Homes (7 T.C. 646)) to law on a technicality, 
and this showed the way to sur-tax avoidance 
on the same issue. There are many other cases to 
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illustrate the same tendency to forget the story 
of the mote and the beam, 

Traditionally, the Inland Revenue has had 
great powers in reserve to allow it to exercise, 
with due authority, the management of the taxes. 
It is time that the right to exercise these powers 
was subject to the light of reason, so that a more 
proper balance of rights should exist between the 
administration on the one hand and the citizen 
on the other. One of the most obvious of the 
powers which needs adjustment is that of ‘dis- 
covery’. The Courts have interpreted this in a 
very wide sense, and the recent case of Karl 
Beatty! shows that a Revenue decision given 
after full disclosure of the facts by the taxpayer 
- does not prevent a complete volte-face by the 
Revenue, with the result that the taxpayer: is 
mulcted in additional taxes long after he is reason- 
ably entitled to assume that after full considera- 
tion a correct decision had been given. Retro- 
spective legislation is rightly condemned. The 
right to retrospective | administrative action by 


the Inland Revenue, in the absence of fraud or" 


negligence by the taxpayer, is equally unreason- 
able. It is suggested that a reasonable solution 
would be to limit the right of the Revenue to 
make additional assessments to the correction of 
errors of fact, and further, that no such errors 
could be corrected if more than three years 
had expired since the original assessment was 
made. 

One of the holiest of the sacred cows in taxa- 
tion is the meticulous chasing of pennies. It is 
instructive to compare the different attitude 
pursued in the United States where even the big- 
gest cases amongst corporations are not made the 
basis for exhaustive annual check. The attitude 
taken by the Revenue authorities in this country 
is in strong contrast, and a detailed check is 
made by H.M. Inspectors of Taxes of practically 
every set of accounts submitted to the Revenue. 
We should be fair about this. The Board of 
Inland Revenue have tried since early in the 
Second World War to get the Inspectors to limit 
their examinations to sample checks: with what 
success, the average practitioner can judge. It is 
futile to expect anything else. Having trained a 
body of men like H.M. Inspectors of Taxes to 
examine accounts with the curiosity of a terrier, 
the Board of Inland Revenue should not expect 
them to abandon their traditional attitude. 

_ One wonders whether the most efficient system 
of Pay-as-you-earn has not become a subject of 
adoration unrelated to the primary object of the 





1 The Accountant, September 5th, 1953, page 289.” 
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-Revenue departments — to collect tax. It would be 


‘vided for the economically. feckless to gnash 
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reasonable to expect that the enormous amount of 
work undertaken by the employer would mitigate 
the burden of work in the Inland Revenue. Not a 
bit of it. The Revenue officials engaged in oiling 
the P.A.Y.E. machine are far more numerous 
than those employed in assessing trading profits, 
which bring in a far heavier yield of tax. There 
is grave danger of P.A.Y.E. becoming a golden 
calf in its own right merely as a record of the 
movements of the employees of industry. 

If there are degrees of sanctity in the sacred 
herd, then surely the palm goes to what is 
euphemistically called ‘progressive’ taxation? This 
pleasant-sounding phrase covers the practice, 
which has steadily developed in this country 
since the beginning of the century, of taking 
from those with larger incomes a progressively 
larger slice of each pound earned. It is commonly 
assumed that there is some kind of. moral justifi- 
cation for this confiscatory procedure. There- 
may have been, at one time, when. the object 
was to assist the economically handicapped citi- 
zens of the State. At present, however, it has 
passed the stage when State dentures are pro- 


their teeth at their weekly failures on the penny 
pools. The last word on so-called ‘progressive’ 
taxation has been spoken by Lady Rhys-Williams 
in her Taxation and Incentive: 
‘Tt requires national emergency to sanction it, 
and it cannot, without disaster, form part of a 
permanent system of taxation. T'he robbery of one 
group of citizens by another, even when the 
State, democratically controlled by the first group, 
acts as its agent in carrying out the theft, remains 
theft.’ 


The sacred cows of taxation are too numerous 
to describe in detail. They clutter the subject 
with superstition. Some of them should b 
destroyed out of hand: the traditional Revenue 
gambits in what are called Law Shipping situa- 
tions, most of them born of a mythological inter- 
pretation of a narrow set of facts in an isolated 
tax case; and the stupid narrowness of Schedule 
E deductions — who wouldn’t trade all the old 
decisions on Rule o for a horse? ` ` 

Is it too much to hope that the Royal Commis- 
sion will bring a measure of realism into the’ 
income-tax code, and free the community 
the profession from the schedular shib 
which have introduced such a l 
lunacy into the study 
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T first glance the installation of standard 
costing (with its inevitable corollary, budg- 
etary control) in a metal window factory 

fabricating, according to the catalogue, nearly 
1,000 different types of windows, appears well- 
nigh impossible, necessitating, as it appears to do, 
thousands of operations each of which must be 
time-studied. Moreover, forecasting the quantities 
and types of windows which will be sold over the 
budget period-when every order calls for 
different types and sizes of windows according to 
the whims and fancies of the architects and 
Stee aoe cotch any idea of a sales 





allowance n- E fatigue.) 


Brief Explanation of the System 


The preparation of the production budget then 
became a simple matter. Calculating at maximum 
capacity (the factory was able to sell all the 
windows it could fabricate), the output for the 
budget period was measured against the clock, 
i.e. elapsed working time (less, of course, lunch 
breaks and tea periods) multiplied by the 
estimated number of operators and expressed in 
standard minutes. 

From the labour budget, the total direct wages 
were extracted and divided by the standard 

minutes expected to be produced over one 
/bundred - giving the standard labour cost per 
` Loo standard minutes. 

Similarly, from the expense budget, the total 
fixed expenses and the total variable expenses were 
divided by the total standard minutes over 100 — 
iving the standard fixed-overhead cost and the 

Gd variable overhead cost per 100 standard 
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budget with. “a budget to take care of 
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STANDARD COSTING | 
IN A SOUTH AFRICAN METAL WINDOW FACTORY 


by FREDERICK G. BEARD, B.COM., F.A.C.C.A., F.C.W.A., F.C.1.S., of Durban 


minutes. The fixed element in the semi-variables 
was included in the fixed expenses, the balance 
being added to the variables. 

The standard material cost was obtained by 
weighing each type of window (checking these 
weights by calculating the footage used at so 
many pounds per foot) and then converting the 
weight into value at the standard material cost. 
The cost of fittings at standard prices was also 
calculated. 

All this enabled two sets of cards to be prepared. 
The first set comprised a card for each type of 
window on which was listed the operations in 
order of fabrication (some of the windows had 
more operations than others). The size group of 
the window having been determined, the standard 
minutes for the size group were then entered 
against each operation, the total representing the 
standard minutes for that particular window. In 
order to ascertain the daily production in standard 
minutes, therefore, a daily count of the various 
types of windows fabricated that day is all that is 
necessary, being converted into standard minutes 
by multiplying by the standard minutes as shown 
on the cards. As the factory manager prepares the 
daily return of production and efficiency these 
cards are kept on file in his office. 

The second set of cards shows the standard 
cost of each type of window and these cards, of 
course, are kept in the general manager’s office. 
Here is the standard cost card for an NC3 window: 


STANDARD Cost Carp ~ Depp NC3 











Standard minutes — 45 Weight- 38 Ib 
Labour cost oa ae “ck hes 54 
Fixed overhead cost as si iy Hr 
Variable overhead cost .. bs NW 95 
Material cost ie i E 300. 
Fittings .. en gei a: E 90 

620 
51/8- 


To the argument that these cost cards show 
the standard cost of each type of window, i.e. 
what they should cost and not what they actually 
cost, it is pointed out that the current cost of any 
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window can be calculated in a few seconds by 
increasing the standard labour and overhead costs 
according to the latest actual costs per roo stan- 
dard minutes. Any changes in the cost of 
materials and/or fittings, of course, must also be 
taken into account. 

These cost cards serve a dual purpose. Firstly, 
comparison with the catalogue prices reflects the 
margin of profit on every type of window and 
the sales manager has formulated his sales policy 
accordingly, i.e. by ‘pushing’ the more profitable 
types and endeavouring to eschew orders for the 
marginal types. Secondly, showing the fixed and 
variable overheads separately will enable marginal 
costing to be resorted to whenever necessary. 
Locally-manufactured steel window sections — 
for the first time for many years — are now 
in free supply, whilst the building ‘boom’ appears 
to be slowing down, so that it might be neces- 
sary in the foreseeable future to tender for large 
Government and other contracts at sub-economic 
prices (labour, material and variable overhead 
plus only a portion of fixed overhead) in order 
to maintain full production. It will be noted that 
the margin by which the fixed overhead can 
be cut on each type of window is readily ascertain- 
able. 

From the daily returns of production and 
efficiency and from the integrated accounts set up 
in place of the somewhat antediluvian ‘financial’ 
accounts which previously existed, a monthly 
schedule of production efficiency and variances is 
prepared. One of these schedules is reproduced 
below and the wealth of information and degree 
of control are clearly shown. 
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Incentive Bonus Scheme 

As this system of standard costing lends itself to 
simple and accurate work measurement in respect 
of each operator, an incentive bonus scheme is 
also in operation. According to the wage agree- 
ment applicable to this factory, a target must be 
set which, if achieved, entitles the operator to 
15 per cent of his basic wage. 

Management have accordingly set the target 
at 75 per cent operator efficiency, with an. 
additional bonus of 1 per cent for every increase 
to 100 per cent. Thus, if an operator achieves 
85 per cent efficiency he draws a bonus equal to 
25 per cent of his basic wage. It will be noted that 
bonuses are calculated on operator efficiency. 
Operator efficiency , measures the activity of 
workers while able to work: it excludes idle time 
over which the workers have no control, e.g. 
waiting for materials. Production efficiency, on 
which the variances are calculated, is based on 
elapsed time, less lunch and tea breaks only. The 
greater the difference between operator efficiency 
and production efficiency, of course, the greater 
the reflection on management. 


Conclusion 
Although the explanation of this system must 
perforce be brief, it is hoped, nevertheless, that 
the inherent simplicity and complete adaptability 
of standard costing is clearly shown, thus 


‘debunking’ its alleged complexities and exploding 


the fallacy (far too often encountered in South 
Africa and no doubt also encountered in the 
United Kingdom) that standard costing ‘won’t 
work in my factory’. 


STATEMENT OF PRODUCTION EFFICIENCY AND VARIANCES FOR SEPTEMBER 1953 
(Twenty-two Working Days of Nine Hours Net) 





COST PER 100 STANDARD MINUTES 







Labour .. 
Overhead: fixed ` 
variable 








PRODUCTION EFFICIENCY 





As per daily returns 1,792,000 | 1,433,600 












VARIANCES Standard Actual 
‘ cost cost 
Labour 
Materials 
Overhead: fixed 
variable 






Norrs 
(1) The volume and labour efficiency 








NEE are self-explanatory, i.e. 
show the loss sustained b 
Labour wor only to 80 per cent offic. 
5 ` e 
Wage rate! efficiency eye 
(2) The e peaton efficiency and > 
179 1,792 operator efficiency are com- ' 
á pared and the idle time analysed 
Kee Usage Overall S.M.P. x 100 
499 operator wé EE 
Vol Det) ciency] {E T. lesa idle ti 
olume | Contro 
2,688 358 S (3) The other variances are an 
is and corrective action 
St 538 necessary. 
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Congress 

I: mid-July last, ninety accountants gathered 

at the Blue Mountains Congress, organized 

by the New South Wales Division of the 
Australian Chartered Accountants’ Research 
Society, to consider two technical papers and to 
participate in an open forum. The latter event 
took the form of a spirited discussion of questions 
relating to the improvement of Institute affairs 
and professional practice. Of the many points 
which emerged, one which is likely to have some 
effect on the future development of the profes- 
sion is that dealing with the recruiting of juniors. 

Due to the fact that clerks may not be articled 
at less than the award rates for clerical labour, 
the cost of junior labour is high in States like 
New South Wales. For instance, the present award 
rates for a junior of 17 years of age is £7 2s 2d, 
and of 18 years is £8 10s 5d. The general opinion 
sms to be that these sorts of costs are out of 
tune with fees obtainable and are not commensur- 
ate with work performed. Within the knowledge 
of the writer, many medium- to large- sized, firms 
in Sydney have cut the number of j juniors they 
carry. This state of affairs led numerous members 
at the Congress to ask: ‘What will be the state of 
the practitioner’s office in five to ten years’ 
time?’ It also led to exhortations that juniors on 
staff be trained properly — the danger of over- 
loaded seniors and partners neglecting their 
training responsibilities is a real one in these 
conditions. 
Dual Exams 

In New South Wales, fuel is added to the fire by 
the fact that a staff member who passes the 
examinations of the Chartered Institute cannot 
set up in public practice and perform audits of 
companies unless he completes also the examina- 
tions of the Public Accountants Registration 
< Board. A goodly percentage of those who enter 
e Chartered profession are of a type who have 
p practice in view. The result is an attempt 
sit for two sets of exams which differ in 
content, date of convening and, possibly, standard. 
Practitioners make no secret of the fact that this 
creates difficulties. 
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AUSTRALASIAN COMMENTARY -XIV 


Professional Topics in Australia and New Zealand 


by S. R. BROWN, LL.B., F.C.A.(Aust.) 


The writer of this series of articles is the senior partner in a firm of chartered 
accountants in Sydney, Australia. He is the author of several text-books on 
accounting and company law. 


Partial alleviation has been achieved by the 
Chartered Institute allowing exemption from its 
Intermediate exams to those who have passed all 
of the Board exams, but this has not been a 
completely effective stop to the tendency to drift 
from Institute to Board. 


: Inflation and Deflation 
The first of the papers delivered at the above- 
mentioned Congress dealt with the subject of 
accounting in periods of rapid inflation and 
deflation. Presented by Mr E. S. Owens, 
F.c.A.(Aust.), it contained the suggestion that the 
index number method of adjusting figures is 
likely to be the most acceptable. Ensuing dis- 
cussion showed that nearly all agreed that there 
was at present no suitable index. An influential 
section of the group was firmly of the opinion that 
no adjustments should be made to figures in the 
accounts, although supplementary adjusted state- 
ments could, if preparation were possible, be 
presented with the conventional financial state- 
ments. 

Internal Control 

The second paper represented a codification by 
Mr A. B. Campbell, B.A., a.c.a.(Aust.), of the 
preliminary findings of a six-man research group 
which has been making a study and survey of 
internal control as applicable to Australian con- 
ditions. An interesting revelation was the fact 
that of about forty persons questioned as to what 
they understood internal control to be, not one 
gave a reply approaching in scope the definition 
adopted by the Committee on Auditing Pro- 
cedure of the American Institute of Accountants 
in its Official Report of 1948. 

_Among the items with which the group required 
some help from those present at the Congress was 
the case-study of fraud. A suggestion was made 
that members could submit regular returns 
(yearly or as the case may be) of frauds which 
have come under their notice; who discovered 
them (client’s staff or auditors), magnitude, 
length of time perpetrated, and so on. This 
would, when published in statistical form, yield 
valuable information as to the most common 
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avenues for fraud and enable professional work 


_ to be more knowledgeably planned. 


The Budget 


One of the 1953 Federal Budget proposals RR 
will ease the pressure on many accountants is 
the raising of the annual exemption from pay-roll 


tax from £1,040 to £4,160.-The effect of this 
concession will be that 50,000 employers of the’ 


90,900 ‘who now pay the tax will no longer be 
liable to do so. Monthly pay-roll tax returns for 
those freed will thus no longer be required. 
‘Other points of note are the proposed abolition 
of entertainments tax, reduction in public com- 
pany tax by rs in the £ on the first £5,000 of 
taxable income and 2s in the £ on the balance, 
overall reduction of 1s in the £ on taxable in- 
comes of private companies, average reduction 
of 12} per cent on tax payable by individuals and 
differential rates of sales tax reduced to two in 
number, viz. 16% per cent and 124 per cent. The 
majority of business men who have expressed an 
opinion seem quite pleased with the budget. 


Audit Procedures 

In a recent review of auditing procedures, 
Mr R A. Irish, F.c.a.(Aust.), expressed the view 
that too much emphasis was placed on the cash 
audit and too little on other phases. Questions 
he asked were: How often is an error discovered 
in the cash records? Are the records of stock kept 
as exactly? What advantage flows from checking 
duplicate receipts to a cash-book when there 
is proper internal control over remittances, 
deposits, cash-book entries and the issue of 
receipts? 

In respect of purchases and sales, Mr Irish 
thought that the important point was to go 
behind the invoices to delivery notes, original 
orders, stock records, and so on. Whereas the 
usual thing seemed to be to test entries as such, 
the better approach is to test the control system. 
cine Chartered Accountant in Australia, July.) 


Terminology 
The accounting research committee (N.S.W. 
Division) of the Australian Society of Accountants 
has presented its first interim report on account- 
ing terminology. After explaining its approach to 
the rationalizing of terminology by reference to 
the accounting entity, the Committee submitted 
definitions of twelve terms in the asset group. Of 
these, the use of the following is not recommended: 
deferred, fictitious, floating and wasting assets, 
and deferred charges. This leaves: circulating, 
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current, fixed, intangible, liquid and quick assets 
available for use, besides, of course, the term 
‘assets’ itself. (The Australian Accountant, 
August.) 
Annual Reports 

The July issue of The Secretary (Australian and 
New Zealand Edition) carries a review by Mr E. S. 
Owens, F.c.A.(Aust.), of the Australian Institute 
of Management’s Annual Report Award of 1952. 
An item of particular interest is the fact that 
twenty-three companies disclosed their turnover 
in the revenue account, an increase on last year’s 
figure. Vertical balance sheets were in the majority 
and only two companies did not give comparisons 
with es of the previous year. Mr Owens . 
thought that the marked improvement in the 
standard of company annual reporting in recent 
years was due to a study of American methods 
and to the realization that in the past we have 
had too narrow a view on disclosure and too little 
appreciation that the annual report can be made 
into a first-rate public relations document. 


Capital Erosion 

In an address before a congress recently held in 

Queensland, Mr A. R. Mutton, B.kc., F.C.A. 

(Aust)., stated that although the evidence was 

not strong enough to support a prophecy that 

historical cost accounting is likely to be replaced 

by a radically different form, it yet showed that 
conventional accountancy principles are no longer 

held to be sacrosanct either by governments, 

business men, economists or even ourselves. Part 

of the evidence referred to consisted of an 

estimate (from a casual examination) that about 

70 per cent of public companies in Australia 

wrote off depreciation in 1951 in excess of 
historical cost. In addition, the failure of many 

companies to present consolidated accounts and 

to reveal depreciation and tax provisions led one ` 
to infer that these companies prefer to understate 

their historical costs. (The Chartered Accountant 

in Australia, June.) 


‘Double Tax Conventions 
Long-awaited double tax conventions between 
Australia and the U.S.A. have now been signed. 
Executed at Washington on May 14th, they deal 4 
with the avoidance of double taxation with 
respect to taxes on income, gifts and decease 
estates. The Treasurer has stated that i 
convention with respect to income-tax is rá 
before the end of 1953, it would apply in A Kä Géi 


and in the U.S.A. from January Ist, 1953.1 "o 
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WEEKLY NOTES 


Estate Duty Concession Withdrawn 

The Defence (Finance) Regulations, 1939, by 
Regulation 1, gave the Treasury power to acquire 
compulsorily, money balances and securities having 
a marketable value outside the United Kingdom. 
The Treasury was of course to pay for them. This 
compulsory acquisition might have the effect of 
increasing estate duty on the owner of the foreign 
assets. If he died domiciled abroad, no duty would be 
payable on his foreign property. On the other hand, 
the proceeds of the compulsory acquisition, and the 
securities representing the same will normally be 
in the United Kingdom and therefore dutiable. To 
avoid this hardship, the Inland Revenue announced 
a concession under which estate duty arising in 
those circumstances would not be claimed. The 
concession was reproduced in The Accountant on 
February 2nd, 1952, and is also to be found in a 
White Paper, Cmd. 6559 and in the Appendix to 
the Inland Revenue Report for the year ended 
March 31st, 1951. It was expressed to operate until 
six months had elapsed after ‘the expiry of the 
Regulations’. 

Some of the Regulations, including Regulation 1, 
were revoked as from August 5th, 1953, by an Order 
in Council (The Defence Regulations (No. 6) 
Order, 1953, S.I. 1953, No. 1,207). That this revo- 
cation is regarded by the Revenue as an expiry of the 
Regulations as a whole is now made clear by an 
announcement that the concession referred.to will be 
withdrawn in relation to deaths occurring after 
February 5th, 1954, i.e. six months after the revoca- 
tion of Regulation 1. Of course, this change affects 
only those taxpayers who die domiciled abroad. ` 


The Engineering Industries’ Association 
and Estate Duty - 
The Engineering Industries’ Association has re- 
sponded to the official invitation to submit repre- 
sentations about estate duty, particularly about the 
notorious Section 55 of the Finance Act, 1940. An 
eight-page booklet of representations was sent to the 
Inland Revenue on October ist, 1953. The Associa- 
tion very properly points out that Section 55 was 
passed at a time when the whole nation was in dire 
danger, and the precise provisions did not receive 
the careful scrutiny which they might otherwise have 
had. Moreover, the rates of duty have been increased. 
It is suggested that even though Section 55 be 
retained, the primary consideration in valuing shares 
subject to it should be the probable notional dividend 
yield, i.e. the valuation of the company’s assets should 
have regard to what the company is likely to be able 
to pay in dividend, after setting aside reasonable 
reserves. The booklet also makes strong representa- 
tions for a general reduction in estate duty, having 
regard particularly to the adverse effects of the 


present rates on the development of small companies 
and family businesses. Failing actual reductions, the 
present taxing of wide marginal amounts at an 
effective rate of Loo per cent should be discontinued 
and replaced by a more equitable scheme of marginal 
rates. 


Investigation of Ownership of Shares 

The Companies Act, 1948, Section 172, empowers 
the Board of Trade to appoint inspectors to investi- 
gate the membership of a company for the purpose 
of determining the true ownership of its share capital. 
The section was an innovation made with regard to 
the widespread use of nominee shares. As far as we 
know it had not been invoked until Friday of last 
week when the directors of Savoy Hotel Ltd 
announced that the Board of Trade had agreed to 
investigate the ownership of preference and ordinary 
stock of the company which had recently changed 
hands. 


More about Losing a Client ; 


In a leading article in our issue of October 24th on 
the subject of losing a client, we made the following 
statement (page 462): 

‘For example, a private company which, for good 
reason, desires to change its auditor, may find that 
it can do so only at the next annual general meeting, 
although no audit work has yet been done since the 
last meeting. It seems desirable that there should be 
a resignation and the filling of a casual vacancy rather 
than the creation of much ill-feeling by an attempt 
to stand on technicalities.’ 

A correspondent considers that our view is ‘highly 
questionable’. He says that he would regard a ‘resig- 
nation’ ‘at the beginning or Im the middle of an 
auditor’s terti of office as an attempt to contract out 
of the provisions of an Act of Parliament (Section 159, 
Companies Act, 1948) and therefore irregular. He 
adds that the directors would have no power to vary 
the members’ appointment and the auditor would 
fail to fulfil his duty to the members, even if there 
were a change in membership (such as a new control- 
ling shareholder). Moreover, he does not think that a 
‘resignation’ would constitute a casual vacancy 
envisaged by the Act. 

Our cofrespondent’s remarks aptly illustrate what 
we had in mind when we referred to ‘the creation of 
much ill-feeling by an attempt to stand on techni- 
calities’. We agree that the Companies Act, 1948, 
contains no specific provisions authorizing an auditor 
to resign. But the auditor is appointed by the members 
and his duty is to report to them. If the auditor and 
the members agreed to part company, who is going 
to interfere? It is clear from the context of the 
remarks in our leading article that we were referring 
to circumstances where it is clearly the wish of the 
members (not merely the directors as our corre- 
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spondent has wrongly assumed) that the auditor 
should be changed. It seems to us that in such circum- 
stances a common-sense attitude will save everyone 
a lot of unnecessary trouble. 

‘If an accountant signifies his willingness to act as 
auditor and is in fact so appointed by a company, 
there is a binding agreement between them, and the 
auditor would be in breach of that contract if he 
resigned *his appointment before completion of the 
term for which it was made. If, however, the members 
of the company wish to change the auditor and if the 
auditor is willing to oblige by resigning, we do not 
think such a resignation constitutes a breach of con- 
tract. It must surely be a variation or cancellation of 
the original contract, with the consent of both parties 
to the contract. We can find nothing in the Companies 
Act, 1948, to prohibit such a course. ‘ 

If an auditor does resign by agreement with the 
members of the company, we can see no reason why 
this should not be regarded as a casual vacancy; but 
in the circumstances envisaged in our leading article 
we cannot see why the technical question of what is 
or is not a ‘casual vacancy’ need arise. Who would 
have any cause to complain so long as the vacancy is 
filled to the satisfaction of the members of the 
company? 

We cannot emphasize too strongly that these 
further comments must be read in the context of the 
original article. They relate expressly to circumstances 
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where the desire to change is founded on good reason 
and not (to quote our article) ‘a necessity born of 
ulterior motives’. 


The Incomprehensible Inland Revenue 


The Inland Revenue practice of accepting pecuniary 
settlements in respect of criminal liability arising from 
false returns was the subject of comment by Mr 
Justice Stable at Leeds Assizes this month. James 
Duncan Hill, aged 46, cashier-accountant, of Laund 
Road, Huddersfield, had pleaded guilty to five charges 
of making false returns to the Inland Revenue by 
omitting bonuses paid to him by his employers. 
Having refunded the tax lost (£228 105), he was-fined 
£50, payable within six months, the alternative being 
one week’s imprisonment. Commenting on the prose- 
cution, Mr Justice Stable said (according to The Times 
of November 13th, 1953): 


‘I never understand the methods of the Inland 
Revenue. In many cases where the grossest frauds 
have been passed over no criminal proceedings 
have been brought because the taxpayer has been 
in a position to pay a large sum of money and is able 
to buy it off. This is a most trivial case, but this 
man cannot buy it off and has been prosecuted. 
I do not like it. If all the wrongdoers were prosecuted 
the matter would not be open to comment. This 
man made an honest return of his income, but was 
tempted to omit a bonus.’ 


FINANCE AND COMMERCE 


With the United Steel Companies issue finally out of 
the way, normal new issue activity is developing. 
Trustee borrowing has been resumed with an 
Australian cash and conversion offer and the past 
week has seen a number of industrial share placings. 
Further placings and public offers are planned. The 
stock-market, however, has seen some reaction in 
values and business after the expansion which 
followed the lowering of the Bank rate. 


Three Suggestions 


Mr John Waddell, chairman of Amalgamated 
Collieries Ltd, whose accounts we reprint this week, 
poses three lines on which the company’s capital 
position, due to the loss on its nationalized coal assets, 
ee be dealt with. The loss, representing the 
ifference between book values and compensation 
receivable (still not exactly known), is partly offset by 
an increase in the value of the subsidiary, British 
Anthracite, but ‘it may well be that there is a capital 
deficit of between one and two million pounds’. 

Mr Waddell seeks to establish the attitude of 
preference and equity holders, one to another. On 
this attitude, he feels, will depend which of the three 
courses they adopt. i 

Introducing his first line, he points out that the 
capital deficit can be left in the balance sheet ad 
infinitum and available profits distributed. This 


would mean that the preference would have an annual 
non-cumulative participation of a further 4 per cent, 
at which stage the ordinary stockholders receive 


“14 per cent. 


On the basis of the good level of 1952 profits and 
having regard to the heavy incidence of distributed 
profits tax, this, he says, is just about the full possi- 
bility if nearly all the balance of taxed profits is paid 
away. By this method preference holders would have 
a substantial benefit; the equity holders would get 
very little and still not have their capital deficit made 
good. $ 


, Compromise 

The second alternative is the direct opposite. Equity 
holders, says Mr Waddell, might feel that their pro- 
portion of any such distribution would be so small 
that it might be better to have nothing distributed, 
but to plough back all available profits to make good 
their capital deficit which would mean that their 
stock would be fully backed by assets, and after a 
rather long period, might possibly resume its par 
value. ' i 

Mr Waddell feels that there is some justification 
for such a policy because it would conserve site 
for the benefit of the ordinary stockholdérs what 
would have been paid out in oe ea partici- 
pation plus distributed profits as well as any 
ordinary dividends contemplated. To achieve this, 
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the ordinary holders would merely have to vote 
against any payment of participation dividend. 
His third alternative he regards as a compromise 
, whereby the capital might be brought more into line 
‘with the value of the assets, ‘a good feature’, and 
where by rearrangement of the rights between par- 
ticipating and equity stocks, it might enable both 
parties to receive some extra dividend at an early date. 

Thus the preference might actually collect some 
of their participation which otherwise might be 
blocked and the ordinary might collect in cash some 
of the profits which they would otherwise have to 
plough back for an indefinite period. 

Mr Waddell expressed the feeling of the board that 
in view of the possible conflict of interests, the third 
alternative is the most desirable course. His opinion 
was confirmed by the majority of those members who 
attended the meeting. ` 


Reconstruction Delayed 


Mr T. W. Vernon, chairman of Sterling Industries 
Ltd, advises against a capital reconstruction for the 
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time being. This company has £350,000 of preference 
and £750,000 of ordinary capital. Capital reserves and 
surplus total £1,356,766. But from this is deducted 
£1,015,534 for ‘ascertained losses on investments etc. 
in former subsidiary companies’. 

The company’s professional advisers expressed the 
view last year that with one exception, the subsid- 
iaries had not matured sufficiently to enable a view 
to be taken ‘of their probable profit earnings. Their 
view was that any recommendations based on pre- 
mature estimates might prove to be unfair as between 
the two classes of shareholders. 

The opinion was a wise one, says Mr Vernon, and 
it is still the position that no reliable calculation of 
probable earning power can yet be made. 


. Excessive Profits 


The excess profits levy has led to some extraordinary 
situations but none hardly so fantastic as that of 


‘Richard Crittall & Co Ltd, heating and ventilating 


engineers. This company, as readers of this column 
will remember, went through a very unfortunate 





AMALGAMATED ANTHRACITS COLLIERIES LIMITED 
Balance Sheet, December 31st, 1952 





1951 
£ £ 
Stock Issued 


oe ane Reserves and 
Authorized fully paid 


2,386,850 He reent Cumulative Participating 
Érefarenca Stock, or Shares of £1 



































2,500,000 2,386,850 
1,799,920 Ordinery Stock, ‘or Shares, of “As each 7,000,000 1,799,920 
4,186,770 £9,500,000 4,186,770 
Nota. ~ £93,120 44 per cent Funding 
Certificates are outstanding after 
providing current year's redemp- 
tlon. These are redeemable out of 
profits by purchase or by annual 
drawings, 
Revenue Reserve 
52,908 Profit and Loss Account 44,697 
£4,239,678 4,231,467 
Amount due to the British Anthracite 
Company Limited Group or Com- 
£529,028 panies, less Dividend . 813,935 
£ Current Liabilities 
Advances from Bankers, secured by 
the deposit of £700,000 Debenture £ 
495,012 Stock available for Issue .. — 
87,088 Income-tax to 1952-53 and Profits Tax 96,961 
5,945 Creditors and Accrued Liabilities .. 84,901 
Redom thon of and Interest on unde 
36,026 ng Iflcates 36,026 
21,929 piv end on Prefarence Stock (net). 21,929 
Amount Due to a Subsidiary Com- . 
pany, g Gresham Mutual Indemnity 
869,594 499,212 
Note. — The accounts of this non-trad- 
Ing subsidiary company have not 
been incorporated In the group 
accounts as the directors are of the 
opinion that the result of incorpor- 
ating such accounts would be mis- 
loading. 
Provisions for Adjustments under the 
Coal Industry Nationalization Act, 
473,453 1946 .. Cé a ae we 414,646 
£1,989,047 1,153,675 
£6,757,753 £6,199,077 














t951 
D £ £ 
Current Assets 
Estimated Balance of Compensation 

Receivable for Colliery and Other 

Properties =, ia re -. 313,322 900,000 
Claims under the Coal Industry Acts 

for Coal Stocks, Mineral Short Work» 

Ings and Interest  .. Së .. 400,013 369,422 
Debtors .. r Gë DÉI ,, 417,360 422,813 
Cash at Bankers. fe ee a 4,336 1,482 

1,035,041 £1,693,717 
Shares In a Subsidlary Company, The £ 
British ES Company: limited, 
at cost 1,150,000 1,150,000 
Estimated Loss on Assets vested In the 
National Coal Board under the Coal 
Industry Nationalization Act, 1946 .. 3,914,036 3,914,036 








5,064,036 £5,064,036 





Note. ~ The asset represented by 1,150,000 
Shares of £! each In The British Anthra- 
dte eee a Limited (see Consolide- 

beer at page ...*) has, in 
SE opinion of the Directors, a value 
considerably In excess of cost but sub- 
stantially less than £5,064,036 (see para- 
graph Sinthe Reportof the Directors). 


Signed on behalf of the Board, 
JOHN WADDELL, 
rectors, 
P. E. HOLDEN, 


[*Reproduced on page 577 - Editor] 





£6,199,077 £6,757,753 
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experience a few Pia ago. Substantial losses were 
incurred and under a 1949 scheme, the -paid-up 
capital was cut from £550,000 to £50,000. 

Under new direction and with increasing building 
activity, the business is now going ahead, .but in 
doing po comes up against excess profits levy. 

Shareholders may be surprised to learn in view of 
the substantial carry-forward of income-tax losses, 
says Mr Geoffrey C. R. Eley, the chairman, that it 
has been found necessary to set aside such a com- 
paratively large sum for taxation. The explanation, 
he says, lies in the need to make a full year’s pro- 
vision for excess profits levy on this occasion and the 
fact that certain subsidiaries, not carrying forward 
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tax losses are consequently liable for income-tax op 
their profits. 
After coming through such an experience as led to 


the capital reconstruction, it is rather hard to find 


that profits are ‘excessive’ within the meaning of the 
Act. 

Money Market ` ` 
Treasury bill applications totalled £372,910,000 on 
November 13th and the market obtained 46 per cent 
of requirements at a maintained bid of £99 or 6d. ` 
The average rate was {2 1s 11-48d per cent and the 
whole of the £230 million of bills offered was allotted. 
This week the offer is maintained at £230 million 
against corresponding maturities of £270 million. 





AMALGAMATED ANTHRACITE COLLIERIES LIMITED 
Consolidated Profit and Loss Account for the Year ended December 3lat, 1952 





(A) The British Anthracite Company kimtesd and Its Subsidiaries”. 
Trading Profits .. 
Dividends and Interest: 
Trade investments 


WW Capital Reserve) 


Less Auditors’ Remuneration .. D Sg Ji 
Interest Pi 
Provision for ‘Depractation ‘of Fixed Assets 4 Be, pi 
Amount Written off Trade Investments Miah Seed os 
Twation on Profits of the Year: K 

Excess Profits Levy .. ek c4 ta D x 
` Overseas Taxation .. Ke DÉI DÉI . ` 

Profits Tax .. Ss ite a Se Se oe 

Income-tax .. or D Se ep an 


Less Adjustmonts in respect of pravious Years oy Ze 


Lee Proportion of Profits of the Year attributable tq Outside Share- 


Less Transfer to Ravenie aes 
General Reserve .. 


(B) Amalgamated Anthracite Collleries Limited 


Registered Office and General Expenses, Salaries and Directors’ Fees .. 


Auditors’ Remunoration 


ingerere Payablo. lass Estimated incerest Receivable under the Coal 


Industry Acts ‘ 
Loss Adjustments In respect of previous Years . 


ı  Sncome-tax nesgvereale 


Net Profit of Amalgamated Anthracite ae Limited aftar providing 


for Taxation etc, dë Gs ` 
Less interest on Funding ‘Certificates |. 
Redemption of Funding Certificates 


Preference Dividend for the Year less Income-tax + .. fons 


Add Balance Brought Forward .. 


Deduct Profits Retained by The Bell Reeg Company: Limited 


Group of Companies 


Balance carried forward by Anvalgamated Anthracite Colllortes Limited 


Notes, 
(1) The 


Wu £3,938) for Remuneration as Directors), amounted to £19,1 


Profit on aie of Ship (excluding 650.875 (1951, £58 ant besate to i 






































1952 1951 
£ £ £ € £ 
563,463 602,274 
7,978 7745 
E 91,870 87,065 
i 663,311 697,084 
6,504 5,872 
6,043 2093 
: 105,460 94,030 
KA 60,000 
25,000 E 
"Aen 1,665 
GH 052 
` 2797630 257,534 
325,915 307,251 
, "(a KH 
—— 2,780 306,155 
489,787 — 468,150 
173,524 228,94 
13,403 19,645 
160,121 209,289 
Ge = 13,474 
160,121 ` ` 195,815 
12,348 13,236 
| 250 500 
12,214 25,615 
24,812 39,351 
110 1,922 
SS SS 
—— 11,298 (add) ——— 17,429 (deduct) 
SS 171,419 178,386 
Se 5,561 6,873 $ 
30,465 29,153 
R m 79,884 79,884 
91,535 98,502 
4 52, 87,845 
144,443 188,347 
99,746 135,499 
£44,697 £52,908 


aggregate omoluments of the Directors of Amalgamated Anthracita 
~ Collleries Limited borne bythe Company and its Subsidiaries (Inetuding £4,550 


C951, 


(2) E has not been provided on certain Fixed Assets already fully 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editer does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Over-deduction of Tax from Ordinary 
Dividend . 

SR, -On April 30th, 1953, a public company 

dispatched dividends on its ordinary stock by means 

of the usual dividend warrants and attached vouchers. 

From the gross amount of the dividend, the company 

deducted income-tax at the rate of gs 6d in the £. 

A notice above the secretary's name on the reverse 

of the voucher stated: 

‘In accordance with a resolution passed at the 
annual general meeting of stockholders, ‘held April 
21st, 1953, I send you the annexed cheque being 
final dividend and bonus for the year 1952 upon the 
stock held by you, as shown by the statement 
overleaf.’ 

On April 15th, 1953, the Chancellor of the Exchequer 

announced that the standard rate of income-tax for 

1953-54 was gs in the £. f 

I have drawn the secretary’s attention to the fact 
that it would appear that tax has been over-deducted 
wrongly, and in reply the registrar has referred to 


Spicer & Pegler’s Income Tax on this point by quoting - 


from page 261 (18th edition) at paragraph 13 and 
Class [II on page 263 to 264 (to the first word on 
that page ‘payments’ only): He also writes: 
‘The directors’ meeting to declare this dividend 

was held on March ryth, 1953.’ 

On referring to several other works (including the 
above at page 260), it appears that the 

‘rate at which tax is deductible is the standard rate for 

Fi year in which the amount payable becomes due’ 
an 

‘a dividend is deemed to be due on the date on which 

it is declared payable (Hurl v, CIR)? 
I have been unable to trace any authority (other than 
that anonymously referred to’ by the company’s 
registrar) to suggest that the directors at a properly 


constituted board meeting have the power to declare -~ 


a final dividend. Surely they may only recommend a 
final dividend; but the dividend itself is declared 
by the company in general meeting. 

If the dividend is declared by the company in 
general meeting between April ith and the Budget 


resolution, the normal rules will apply and in the ` 


case of ordinary dividends the over-deduction is 
correct, and no further adjustment would later’ be 
made, I submit, however, that if the dividend is 
declared after the Budget, the new standard rate is 
the only one applicable to that dividend, and tax 
deducted at the old higher rate is wrongly over- 
deducted. I should like the opinion of other members 
of the profession on this matter. 
Yours faithfully, 
Southend on Sea, Essex. . I. LOCKE, ` 


` [It is certainly unusual for articles of a company to ' 


authorize the directors to declare and pay dividends 


(other than interim dividends), The notice on the 
voucher in the present case expressly declares that the 
payment is in accordance with a resolution passed at 
the annual general meeting of the stockholders held 
on April zt, 1953, from which it would, seem likely 
that the dividend could not have been payable pre- 
viously to that date. If this inference is correct, the 
tax appropriate to the dividend is gs and not os 6d 
(Income Tax Act, 1952, Section 184 (1)). Accordingly 
the gross amount of the dividend for all tax purposes 
is the figure arrived at by grossing up the actual net 
payment at os in the £ (Section 493). Whether the 
shareholders can recover the 6d over-deducted will ` 
depend on the terms of the articles and of the resolu- 
tion referred to. 

The decision in Hurk v. CIR. ([1923] 3 AT. C; 92; 
8 T.C. 292) turned on the construction of ion 5 
(3) of the Income Tax Act, 1918, which section was 
repealed in 1927. The decision established the proposi- 


- tion that a dividend is not ‘receivable’. before it has 


been declared. — Editor.] 


Taxation of Doctors: Danckwerts Award 


SIR, — There appears to be no real problem here 
(October 24th issue), the querist’s difficulty being 
analogous to that experienced by an accountant who, 
having agreed assessments for two years on the basis 


‘of one year’s accounts, is indignantly invited by his 


client to explain why he should pay twice on one 
year’s profits. The answer must surely always be that 
for any one year, one year’s tax is payable and no 
more, the basis of each assessment eine readily 
explained by reference to the simple rules laid down 
for the purpose. 

The actual figures given cover a period of thirty 
months to June 3oth, 1952, and it is clear that for that 

the asseasments will be: 





£ 
1949-50 250 
1950-51 1,000 
1951-54 .. . 1,000: 
1952-53 (ptopartion to s June goth, 1952) 250 
£2,500 


The Danckwerts award was designed to give retro- 
spective effect to an increased scale of remuneration. 
This increased scale is still being received by the 
querist’s client — it did not cease on June 30th, 1952 - 


- 80 it can be explained to ‘the recipient that the full 


assessment of {1,000 for 1952-53 includes extra 
remuneration at the probable rate of not less than: ` 
£1,000 per annum which has continued to accrue 
since July rst, 1952. ; 
T am, Sir, 
_ Yours faithfully, 
INTERESTED. 


lovember 21st, 1953 


Accounting Research into Retail Trade 

IR, — With reference to the matter raised by your 
orrespondent, Mr D. M. Milstone (October 31st 
sue), he might be interested to read the Report on 
te trading results of merchants engaged in the distri- 
ution of heavy building materials, copies of which I 
nagine can still be obtained from Building Industry 
distributors, 52 High Holborn, WC. 

That report was a research effort and gives some 
dea of the difficulties encountered by the account- 
nts. 

Why so much of the present-day thought and 
terature on costing etc. relates to the manufacturing 
trade is not difficult to answer. In the first place 
aanufacture takes place in a comparatively narrow 
eld and the component parts which go to make up 

manufacturing organization are capable of being 
fined, whereas in a distributive organization the 
orrect allocation of expense items alone presents a 
problem which is very difficult to solve and when 
olved in one trade the method is not necessarily 
pplicable to another. 

There is, however, a more important reason why 
ttle research has been done in the distributive field. 
‘or research to be carried out effectively there must 
e made available facilities for investigation and the 
incere co-operation of the traders in fact-finding. 
Vhilst manufacturers have been made cost-conscious 
hrough circumstances, wholesalers and retailers have 
iot had the same incentive. In addition there is a 
eneral feeling throughout the distributive trades 
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that costing systems cannot be applied and, therefore, 

there is no object in a cost investigation. 

Yours faithfully, 

Black Notley, Essex. E. A. BATCHELOR. 

» Appointment of Auditors 
Sm, — Can you, or any of your readers, suggest 
suitable wording for the rules of an association with 
regard to the appointment of auditors? I have seen 
examples where it is the rule that ‘two members’ be 
appointed auditors. I have suggested adding the 
words ‘or a qualified accountant’ but I am told that 
this is too wide and indefinite. It is also thought too 
far-fetched to say ‘as defined by the Companies 
Act, 1948’, and the words ‘a practising member of 
the Institute, Society or Association’ are too lengthy 
besides being so much abbreviated as to be indefinite. 
The effect of the common ‘two members’ rule is 
that an accountant finds himself called upon to act 
jointly with a person who has no qualifications for 
carrying out an audit. I suggest that no self-respecting 
accountant would submit to this. In the equivalent 
position in the medical or other professions, dis- 
ciplinary action would be taken against a member so 
acting. I have even heard of an accountant acting as 
joint auditor with a professional footballer. The 
position is usually an honorary one which makes it 
all the more necessary to see that it enhances the 

dignity of the profession rather than lowers it. 
Yours faithfully, 
G. 


CURRENT LAW 


Passing -off 


Che plaintiffs in John Haig & Co Lid v. Forth 
3lending Co Ltd and Another, succeeded in their 
pplication for an interdict (injunction) restraining 
he respondents from supplying or selling whisky, 
ot manufactured by the plaintiffs, in a bottle of 
listinctive shape used by the plaintiffs. 

The Outer House of the Court of Session (Lord 
Jill Watson) granted the application. Both in 
ingland and the United States of America it had been 
.ccepted that the shape of the bottle might be 
mportant as forming part of the get-up of the com- 
nodity for sale. In this case the shape was retained 
n the memory of the ordinary purchaser and was 
sociated in the mind of the purchasing public with 
the goods of the plaintiffs and of no other trader. 
‘Law Journal, October and, 1953.) 


Bequest to Non-Existing Institution 
[n the Outer House of the Court of Session, in July 
ast, Lord Sorn decided in favour of trustees a claim 
nade by them that a legacy should be administered 
ander a cy-prés scheme. A testator had bequeathed a 
legacy to “The Society for Old and Infirm Officers of 
‘he Mercantile Marine’. There was not and never had 
seen any such society and accordingly the teatator’s 


next-of-kin claimed that the legacy had lapsed. 

Lord Sorn held that where the bequest was made 
to an institution which had never existed, a general 
charitable intention could be computed to the testator 
provided that the description of the institution was 
definite enough to prevent the expression of intention 
from failing by reason of uncertainty. (Tode Trustees 
v. Sailors’ and Firemen’s Orphans and Widows Society.) 
(Law Journal, October 16th, 1953.) 


Gift of ‘My Bank Deposit at the 
Midland Bank’ 

In Re Heilbronner, deceased; Nathan v. Kenny, 
Roxburgh, J., decided in favour of A K., a suit 
brought under a disposition bequeathing to her, in 
recognition of her services as a nurse, ‘my bank 
deposit at the Midland Bank’. At the time of his death 
there were deposited in the Midland Bank documents 
of title to national savings certificates and savings 
bonds, but there was no money in the account because 
a few days before his death the testator had with- 
drawn it and given it to the plaintiff, one of his 
executors, in order that the latter could pay the house- 
hold accounts. 

Roxburgh, J., asserted that it was clear that the 
testator intended that A. K. should benefit sub- 
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stantially, but that the construction of the language 
used by him made it impossible for the whole estate 
to pass to her. His lordship thought that the reference 
to the bank deposit was a reference to money and 
not to securities, and that the fact that the money 
was held not by the bank but by an execytor did 
not mean that the-gift was adeemed. A. K. was 
therefore entitled to the balance in the hands of the 
executor. (Solicitors’ Journal, October 24th, 1953.) 


Arbitration: Jurisdiction 
In Christopher Brown Ltd v. Genossenschaft Oester- 


reichischer Waldbesitezer Holswirtschaftsbetriebe Regi- ` 


strierte G.m.b.H. (Law Times, October 23rd, 1953), 
Devlin, J., found for the plaintiffs i in an action to 
enforce an arbitration award. The defendants held 
that the agreement in which the submission to arbi- 
tration was contained did not constitute a binding 
contract inasmuch as the parties were never ad idem, 

and that, therefore, the submission itself was not 
binding and valueless. The plaintiffs were awarded 
£1,650, the award b , ‘a dispute having arisen 
between the parties regarding the execution of the 
contract... .’ 


His lordship held that the plaintiffs must prove. 


that the dispute that arose was within the terms of 
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the submission and that extrinsic evidence was 
admissible in order to resolve the ambiguity in the 
terms of the award arising from the word ‘execution’, 


Contract: Frustration 


a parties in Ross T. Smyth & Co Lid (Liverpool): v. 

W. N. Lindsay Ltd (Leith) (Law Times, October 
30th, 1953) were buyers and sellers under contract 
the London Corn Trade Association, 
for 500 tons of Sicilian horse beans. The contract 
provided that if fulfilment was rendered impossible 
by prohibition of export any unfulfilled part should 
be cancelled. As from November rat, x951, under a 
regulation of the Italian Ministry of Foreign Com- 
merce, horse beans could only be exported under a 
specific licence. No beans had been exported by this 
date and the sellers claimed that the contract was 
cancelled. 

Devlin, J., found to the contrary. The EE 
of the Italian Ministry of Foreign Commerce was 
dated October zoth, 1951, and there was no finding 
of fact that in the period from that date to November 
Ist, when the regulation came into force, the sellers 
had done everything possible to ship the beans. ' 
They were, therefore, in default and the GER were 
entitled to 


REVIEWS 


Four Essays in Accounting Theory 
by Professor F. Sewell Bray, F.C.A., F.S.A.A. 
(Oxford University Press, London, 15s net) 


The four essays deal respectively with accounting 
theory, company accounting, accounting and statisti- 
cal relationships and accounting form. There is also, 
an appendix aes a preliminary report prepared by a 
subcommittee the Incorporated Accountants’ 
Research Committee early in 1951 on the measure- 
ment of productive efficiency. 

Each of the essays was originally given as a lecture 
in academic surroundings; it is natural, therefore, 
that they should suggest the atmosphere of the 
cloisters rather than of the city. The practical 
accountant, once he has accustomed himself to this 
difference, ‘should derive much benefit from a reading 
of these scholarly reflections on some of the funda- 
mental problems and postulates of higher accounting. 


Management: Its Nature and Significance 

‘ Third Edition 
By E. .F. L. Brech, B.A., B.Sc.(Econ.), MILA 
(Sir Isaac Pitman & Sons Ltd, London. 12s 6d net) 
Mr Brech has performed a supremely valuable 
function in bringing together, critically but clearly, 
within this comparatively short study much of the 
management thinking of the last decade or so. 
Although be discusses what might be termed the 
philosophy of management (a most interesting 
chapter is entitled ‘Social purposes and responsi- 
bilities’) rather than its methods, his book should 


appeal to all persons connected-with äer not 
least to the accountant whose precise role in relation 
to the management generally must be clearly con- 
ceived. The book contains a useful bibliography and 
should be widely read by those who realize that sound 
practice is based on sound theory: there are few 
indeed, in industry or the profession, who would fail 
to benefit from a perusal of Mr Brech’s book. 


RECENT PUBLICATIONS 

AccounTs, ACCOUNTANTS AND AUDITORS UNDER THE 
COMPANIES Acr, compiled by H. Zickel; B.com. (Cape 
Town), C.A. (8.A.), A.S.A.A. 123 pp. 946. 185 6d net. 
Juta & Co Ltd, Cape Town and Johannesburg. 

STATISTICS FOR PROFESSIONAL STUDENTS, ‘Third Edition, by 
R. L. A. Holmes, B.com. x+165 pp. 84X54. 15s net, 
Sir Isaac Pitman & Sons Ltd, London. 

INCOME Tax Law AND Practice, Twenty-fifth Edition, by 

A. Newport, F.a.c.c.a., and Oliver J. Shaw, 
` Barrister-at-Law. xxxix +-400 pp. 84X5}. 275 6d net, 
Sweet & Maxwell Ltd, London. 

UNDERHILL’s Law RELATING To TRUSTS & Trusrass, Tenth 
Edition, Third Cumulative Supplement, be" M. M.- 
Wells, M.A., Barrister-at-Law. xv+25 pp. 945+. 
Main work ‘and supplement, 77: 6d net; supplement 
alone, 5s Se by post 5s 4d. Butterworth & Co (Publishers) 

ndon. 

MODERN ELEMENTARY STATISTICS, by John E. Freund, 
Associate Professor of Mathematics, Alfred. University, 
USA. x+418 pp. 84x 54. 40s net. Sir Isaac Pitman & 
Sons Ltd, London. 

COVENANTS, SETTLEMENTS AND ‘TAXATION (Oyez Practice 

Notes, No. 35), by G. Boughen Graham, LL.B., Barrister- 
at-Law. 70 pp. 84 x dä tos net. The Solicitors’: Lew 
Stationery Society Ltd, London. 

BALANCE Carrmp. Forward, by R. Robert Coomber. 
264 pp: 7 X 44. Paper cover. as 6d net. Penguin Books, 

- Harmondsworth, Middlesex. 
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| RECOMMENDATIONS 
ON ACCOUNTING PRINCIPLES, NO. XVI 


ACCOUNTANTS?’ REPORTS FOR PROSPECTUSES: 
ADJUSTMENTS AND OTHER MATTERS 


The Council of The Institute of Chartered Accountants in England and Wales makes 
the following further recommendations to members of the Institate on certain 
aspects of the reports required to be given by accountants for the parpose of in- 
clusion in prospectuses, offers for sale and similar documents, Whilst it is recog- 
nized that the form in which such reports are made is (subject to compliance with 
the Companies Act, 1948, and the regulations of the stock exchanges where applic- 
able) a matter within the discretion of the accountants concerned, it is hoped that 
these further recommendations will be helpful to members as to what may be 
regarded as the best practice. 


Adjustments Generally 


(316) In the preparation of accountants’ reports 
for the purpose of inclusion in prospectuses (which, 
where appropriate, should be read as including 
offers for sale and similar documents) it may be 
necessary to make various adjustments, in addition 
to giving consideration to the special matters dealt 
with in Recommendation XIII on Accountants’ 
reports for prospectuses: fixed assets and depreciation. 
The reports required under the Third, Fourth 
and Fifth Schedules to the Companies Act, 1948, 
must either indicate by way of note any adjustments 
as respects the figures of profits or losses or assets 
and liabilities dealt with by the report which appear 
necessary to the persons making the report, or must 
make those adjustments and indicate that adjustments 
have been made. There is no statutory guidance as 
to the nature of the adjustments to be made; the 
accountants making the report must form their own 
judgment. Where required by Section 41 (1) of the 
Act, a signed statement, setting out the adjustments 
and giving the reasons therefore, must be attached 
to or endorsed on the copy of the prospectus delivered 
to the registrar of companies. 


(317) The accountants’ report is necessarily 
confined to past results and does not purport to 
deal with future prospects. The intending investor 
is concerned with the future and he will regard. the 
accountants’ report, showing the trend of past results, 
as being submitted to assist him in forming his own 
assessment of the prospects. It may therefore be 
necessary, in order that the trend of past profits 
may be fairly presented having regard to the purposes 
of the prospectus, either to make appropriate com- 
ments thereon or to adjust the figures. 


(318) The circumstances in which adjustments to 
the figures of profits or losses are usually required 
fall generally under the following headings: 

(a) Where there are material facts which should 

have been taken into account in preparing the 
profit and loss accounts for the various years 


covered by the report if those facts had been 
known at the time when the accounts were 
prepared. 

(6) Where there have been material sources of 
revenue or categories of expenditure which 
are expected not to recur. 

(c) Where during the period covered by the report 
there has been a material change in the account- 
ing principles applied or where accepted 
accounting principles have not been applied. 

In considering whether an adjustment is required it 
is essential to bear in mind that the accountants’ 


-duty is to report on past profits or losses and not to 


attempt to forecast results in future conditions. 


(319) Adjustments or comments may also be 
necessary in relation to the statement of assets and 
liabilities shown in the accountants’ report. In 
particular it will be necessary to consider to what 
extent it is relevant to include notes which appeared 
on the last balance sheet and to consider the appro- 
priate treatment of matters such as the market value 
of investments, the accumulated amount of profits 
tax non-distribution relief, and reserves for future 
income-tax. The accountants’ report deals with the 
assets and liabilities as on the last balance sheet 
date; but the reporting accountants may have know- 
ledge of events subsequent to that date which may 
have a material bearing on the conclusions which 
the intending investor may draw from the prospectus 
and in such cases the accountants will need to con- 
sider their report in the light of that knowledge. 


Period Covered by the Report 


(320) Apart from the question of adjustments, the 
period to be covered by the report requires con- 
sideration. having regard to the importance of 
presenting a fair view of the trend of results. At 
present the Stock Exchange, London, requires. the 
report on profits or losses to cover a period of at 
least ten years instead of the statutory minimum of five 
years specified in the Companies Act, 1948.-A period 


582 


of ten years ending in 1954 or earlier will include 
part of the 1939-45 war period, when conditions 
were exceptional. 


Taxation 


(321) The treatment of taxation in the ac®ountants’ 
report raises some difficulties, particularly at the 
time of the issue of this recommendation, as reports 
will normally cover periods during which the excess 
profits tax at varying rates (or the alternative national 
defence contribution) was in force for part of the 
time, followed by the profits tax at rapidly changing 
rates with its complication of non-distribution relief 
and, for 1952 and 1953, the excess profits levy. 
Until recently the mogt usual method of treating 
taxation has been to use three columns showing: 


(i) profits before charging United Kingdom 

. taxation; 

(ii) excess. profits tax (or national defence con- 
tribution) and profits tax; 


(iii) profits before deducting income-tax (column 
(i) less column (ii)); 
but in recent years some accountants have omitted 
column (iii). More recently, particularly since the 
Finance Act, 1952, introduced the further com- 
plications of the excess profits levy, some accountants 
have shown only column (i). 


(322) For prospectus purposes accountants are 
required to report ‘upon’ or ‘with respect to’ the 
profits and are authorized to make such adjustments 
as appear to them to be necessary. The Council 
therefore takes the view that the accountants are 
free to deal with excess profits tax, national defence 
contribution, profits tax and excess profits levy in 
whatever manner they think appropriate to the case 
and that in the absence of exceptional circumstances 
it is sufficient to show in a single column the profits 
before charging United Kingdom taxation, notwith- 
standing legal cases in which the Courts may have 
interpreted the word ‘profits’ in other contexts. It is, 
however, n that the report shall fairly 
indicate the basis on which the profits are stated 
and shall be in such a form that a person reading the 
pros can ascertain the trend of profits during 
the period covered by the report, so that he can 
consider the past results in forming his own view 
of the profits which may become available for interest 
or dividend in future years. 


(323) The excess profits tax was charged under 
legislation which is no longer in operation and which 
differed greatly from the new excess profits levy; 
and the profits tax borne in past years may bear no 
relation to the current position regarding ‘distribu- 
tions’ or to the current rates of profits tax. A report 
which shows profits before charging United Kingdom 
taxation will therefore. normally be more informative 
and less likely to be misunderstood than one which 
states for each year the amounts of excess profits 
tax or national defence contribution and of profits 
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tax. In each case, however, it will be for the account- 
ants to decide on the appropriate treatment of 
taxation having regard to all the circumstances. It 
will also be necessary for the accountants to consider 
whether there are material amounts of. expenditure 
for which no allowance is obtained for taxation 
purposes and which, therefore, absorb earnings of 
the relative gross amount. 


(324) The ‘question of profits tax non-distribution 
relief has been considered in detail in the Council’s 
Notes on the Treatment of Profits Tax in Accounts. 
The conclusions there reached are as follows, and 
the Council takes the same view in relation to the 
accountant’s report dealing with the assets and 
liabilities at the last date to which the accounts of 
the company were made up: 


‘(a) In normal circumstances any attempt to estimate 
the amount of the profits tax liability which 
might be incurred on a hypothetical future 
distribution cannot produce any result of 
sufficient accuracy to be of value or significance. 


‘(6) Even if it were possible to compute a significant 
figure, it is not normally necessary in law to 
refer in a balance sheet to the existence of an 
accumulated amount of non-distribution relief, 
because the existence of such an amount does 
not constitute either a liability or a contingent 
liability at the balance sheet date and any 
possible liability which may be incurred in the 
future as a reault of future distributions is not an 
element which in law requires consideration 
when determining whether a balance sheet gives 
a true and fair view of the state of affairs of the 
company as on the balance sheet date. 


‘(c) Nevertheless the Council considers that it may 
be helpful to shareholders to remind them that 
if any of the reserves were distributed a part 
thereof would normally have to be paid away in 
profits tax instead of being paid to the share- 
holders. The Council therefore considers that 
there is much to commend the practice, now being 
adopted by some companies, of making the 
balance sheet as informative as possible by 
including an appropriate reference to the existence 
of an accumulated amount of non-distribution 
relief. It is a matter for consideration, in the 
circumstances of each case, whether the suggested 
reference should specify the accumulated amount 
of non-distribution relief or should be made in 
general terms only: 

(i) If the accumulated amount is stated, care 
must be taken to ensure that it will not be 
misleading, having regard to the relationship 
between that amount and the amount of 
reserves shown in the balance sheet. 

(ii) If the reference is made in general terms 
only, the following is an example of wording 
which may be suitable: 

“The company has been given profits 

tax non-distribution relief and accordingly 
‘a profits tax charge would normally be 
incurred in the event of a distribution to 
shareholders out of reserves, including 

_ the balance on profit and loss account.” 
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(If Section 31, Finance Act, 1951, applies, 
the wording would need variation to cover 
also a reduction or repayment of capital, 
or a capitalization of reserves.) 

‘(d) Apart from the general position dealt with in 
(a), (b) and (c) above there may be exceptional 
circumstances, for example, where a liquidation 
is contemplated, which require special treatment 
in order to indicate as clearly as possible the 
significance of the non~distribution relief in the 
exceptional circumstances.’ 


Presentation 


(325) Persons reading the report will more readily 
understand the significance of the figures if they are 
stated as simply as possible with a clear indication of 
the basis on which they have been computed. An 
indication of the adjustments which have been made, 
or of the matters to which it is considered necessary 
to direct attention, can usually be given conveniently 
in the form of explanatory notes or narrative following 
a tabulation of the figures. 


Context 


(326) The context in which the accountants’ report 
appears may have a material effect on the conclusions 
which the intending investor will draw from the 
prospectus as a whole. Under the Companies Act, 
1948, a prospectus containing a report by accountants 
must not he issued unless the accountants have given 
and not withdrawn their consent to the issue thereof 
with their report in the form and context in which it 
is included; and a statement that they have ao given 
and not withdrawn their consent must appear in 
the prospectus. 


Stock Exchange Requirements 


(327) In addition to the statutory requirements 
under the Companies Act, there are also require- 
ments of the stock exchanges. In particular, attention 
is drawn to the following requirements of the Share 
and Loan Department of the Stock Exchange, 
London: 

(a) Memorandum regarding certificates of profits 

for purposes of prospectuses, offers for sale and 
advertised statements. This memorandum was 
issued on November 3rd, 1948, and published 
in The Accountant on November 13th, 1948; 
it was also reproduced at page 60 in the Insti- 
tute’s annual report for 1948. The memorandum 
relates to the ‘written statement signed by the 
auditors or accountants setting out the adjust- 
ments made in the report on the profits and 
giving the reasons therefor’ which is required 
to be submitted to the Share and Loan Depart- 
ment and to be available for inspection by the 
public for not less than fourteen days at a 


THE ACCOUNTANT 


583 


quotation of securities of holding companies 
the department will require to be satisfied 
that in arriving at any estimate contained or 

to be contained in any prospectus, offer for 
sale or public advertisement of the profits 

of or any dividends to be paid in respect of 
the first financial year of the holding company 
due account has been taken of the fact that 
“pre-acquisition profits” will not be available 

for distribution.’ ` 

(c) Stock-in-trade. It is the practice of the Share 
and Loan Department to ask the question: 
‘Have the reporting accountants satisfied them- 
selves that stock-in-trade and work in progress 
(if any) have been properly taken and valued 
throughout the period covered by this report?’ 
A simple affirmative answer to that question 
would amount to the assumption by the report- 
ing accountants of a wider responsibility than 
they can normally take, particularly if they 
have not been the auditors of the company 
for the whole of the period; but if the reporting 
accountants have satisfied themselves in regard 
to the matters dealt with in paragraphs 336 
and 337 they should be able to give the requisite 
confirmation to the Share and Loan Department. 


Special Circumstances 


(328) In considering the recommendations made 
below it must be borne in mind that the circumstances 
of one business may differ greatly from those of 
another. Moreover there are some circumstances, 
particularly where the report involves subsidiaries 
or branches operating in the United Kingdom or 
overseas, for which it would be inappropriate to 
attempt to make any recommendations of general 
application. In all cases it is necessary to take into 
account the relevant facts before deciding what, if 
any, adjustments should be made and what matters 
should be referred to specifically in the accountants’ 
report. 


RECOMMENDATIONS 


(329) It is therefore recommended that the follow- 
ing principles, which should be read in conjunction 
with those dealt with in Recommendation XIII 
Accountants’ reports for prospectuses: fixed assets and 
depreciation, should normally be applied by members 
of the Institute who may be called upon to report for 
prospectus purposes; but it must be emphasized 
that the reporting accountants should bear in 
mind the purpose for which their report is to 
be used and exercise their own judgment on 
whether the observations and adjustments 
mentioned below would be appropriate in the 
circumstances of a particular case. 
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panied by appropriate definition of the bases on 
which the figures have been computed. A figure of 
‘average profits’ should not be stated. 


Taxation 


" (331) The report should show for each year the 
profits (as defined in the report) before charging any 
United Kingdom taxation on profits. In the absence 
of exceptional circumstances, the report need not 
include figures showing excess profits tax, national 
defence contribution, profits tax, or excess profits 
levy. 

(332) If in any particular case the accountants 
should consider that there are exceptional circum- 
stances which make it desirable to show the amounts 
of excess profits tax, national defence contribution, 
profits tax and excess profits levy, it will be for the 
accountants to decide whether also to show for each 
year the profits after deducting those taxes. 

(333) Where there are material items of expenditure 
which are chargeable in arriving at profits but are 
not allowable for taxation purposes, the report 
should indicate the amount of such expenditure for 
the last year covered by the report or for such other 
period as may be appropriate; and should also 
indicate that the sum required to cover such ex- 
penditure is the gross amount which after deduction 
of taxation will leave a net amount equal to the 
expenditure which is not allowed. (In relation to 
depreciation of fixed assets this matter is referred to 
more specifically in Recommendation XIII.) ` 


Adjustments Generally 


(334) The reporting accountants should make 
such adjustments to the profits or losses as shown 
by the accountants as they consider appropriate and 
the report should state that this has been done. 
‘If the amount involved in any adjustment is of special 
importance in relation to the results disclosed, the 
nature of the adjustment should be stated. The 
accountants should consider whether the amount 
involved in any such adjustment should also be 
stated. 


Adjustments Based on New. Information 


(335) In some cases it may be necessary to consider 
whether adjustments should be made where there 
are facts which should have been taken into account 
in preparing the profit and loss accounts for the 
various years covered by the report if those facts 
had been known at the time when the accounts 
were prepared. These adjustments may often con- 
sist of a reallocation, between one year and another, 
of items such as provisions. Where the correct 
credit or charge for each year concerned can be 
ascertained with reasonable accuracy at the date of 
the report, a reallocation may be appropriate if the 
amounts are material. In particular: 

(a) Contract prices. Where material amounts of 

income were provisional in that they were 
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derived from Government or other contracts 
which were subject to cost investigations, or 
which for other reasons were known at the 
time of making up the accounts to be liable to 
subsequent price adjustments, consideration 
should be given to the question of whether 
estimates should be adjusted, having regard 
to the most recent information. 

(b) Deferred repairs. Owing to conditions arising 
out of the war many businesses have had to 
defer necessary expenditure on maintenance 
of their equipment. Where claims have been 
made for allowances for deferred repairs -for 
excess profits tax purposes, or provisions there- 
for have been made in the accounts, these should 
be regarded as prima facie evidence of the 

- existence of deferred maintenance at the 
relevant dates. The accountants should, where 
necessary, make adjustments to correct under- 
or over-proyvisions at previous balance sheet 
dates. 


(c) Bad or doubtful debts. Adjustments should not 
normally be made, in the light of subsequent 
events, to provisions which were considered 
to be reasonably necessary in respect of bad 
or doubtful debts having regard to information 
available when the accounts of any year were 
made up. Exceptional cases do arise, however, 
where the amounts involved are very material 
and in such cases it is necessary to consider 
whether adjustments should be made. 


Stock-in-trade and Work in Progress 


630) The method of valuing stock-in-trade 
(whether of raw materials, partly finished or finished 
stocks) should be reviewed and tested in relation to 
the fair presentation of the trend of profits. Where 
it is established ‘that the amount included in. the 
accounts at any particular year end should have 
been materially different a reallocation should -be 
made. Where during the period covered by the 
report there has been a material change in the basis 
on which stock-in-trade was valued and it, is not 
practicable to make an adjustment, because the 
relevant figures are not ascertainable, there should 
be an appropriate reservation-in the report. The 
taxation implications of any matters arising on stock- 
in-trade also require consideration. 


(337) In some businesses, for example, con- 
structional engineers or public works contractors 
engaged on large contracts on which work may be in 
progresa over a lengthy period, some profit element 
may have been included in the valuation of work in 
progress. In other businesses no profit element may 
have been included until the period in which the 
contract has been completed. The basis on which 
the valuation has been made should be examined 
from the standpoint of seeing how far the practice 
which has prevailed is consistent with that in force 
at the time of the report and of deciding whether 
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sheet date; and if the amount standing in the books 
is greater than the market value on that date, the 
statement of assets and liabilities should include 
the market value instead of the book amount. 


Balance Sheet Notes 


(354) The report should incorporate all notes 
(such as those relating to market values, commitments, 
rates of exchange or arrears of dividends on cumula- 
tive preference shares) which appeared on the last 
balance sheet, so far as the notes are material to a 
proper appreciation of the position at the balance 
sheet date. 


Proceeds of the Issue 


(355) The accountants’ report deals with the assets 
and liabilities at the last balance sheet date and should 
therefore not include any addition in respect of the 
expected proceeds of the issue. This can appropriately 
be dealt with elsewhere in the prospectus. 


Other Considerations 


(356) The reporting accountants may have know- 
ledge of material events subsequent to the last 
balance sheet date, for example, where there has 
been a material fall in the market value of invest- 
ments or of stock-in-trade. In such cases and where 
the reporting accountants have knowledge of any 
other special circumstances, not dealt with in the 
foregoing recommendations, which in their opinion 
have had or may have a material bearing on the 
statement of assets and liabilities, they should con- 
sider whether the facts should be stated in their 
report or whether this is rendered unnecessary by the 
manner in which the matter has been dealt with 
elsewhere in the prospectus. 


SUBSIDIARIES, BRANCHES AND 
OVERSEAS BUSINESSES 


(357) Where the report involves subsidiaries or 
branches or overseas businesses, the circumstances 
are not usually such as to be suitable for the applica- 
tion of any general recommendations. For example, 
where subsidiaries or branches have different 
accounting dates it may not be practicable or appropri- 
ate to apportion the figures of profits or losses so as 
to obtain aggregates for a common period and the 
appropriate treatment will be a matter for the 
accountants to decide in the circumstances of each 
case. Similarly, where a material part of the profits 
is derived from overseas branches or companies it 
will be for the accountants to decide whether it is 
desirable to show separately the amount of such 
-profits, or of the overseas taxation thereon, or of 

th, and the manner of indicating the position 
where there are material exchange restrictions on the 
transfer of overseas profits. All these matters and 
many others which arise in relation to groups and 
8 
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overseas businesses require consideration of the 
circumstances in each case to ensure that the report 
will not be misunderstood. In all cases where a 
matter is material the report should state clearly 
what has been done. 


(358) The accounts of some subsidiaries or branches 
may have been audited by accountants other than 
those who are reporting for prospectus purposes and 
it is then necessary for the reporting accountants 
to consider in the circumstances of each particular 
case whether they should examine the books and 
records of the subsidiaries or branches concerned, 
for which purpose it may be necessary to employ 
overseas agents. The reporting accountants should 
consider the desirability of communicating with the 
other auditors. to ascertain whether they wish to 
draw attention to any matters which may be relevant 
to the report required for prospectus purposes. 


CONSENT TO THE INCLUSION OF 
THE REPORT 


(359) Before consenting (under Section 40, 
Companies Act, 1948) to the inclusion of their 
report in the prospectus, the reporting accountants 
should have regard particularly to: 


(a) The manner in which the directors, in their 

statement of estimated current and future 
profits, deal with figures shown in the account- 
ants’ report and with matters to which attention 
has been drawn in that report. 
Note. - The Share and Loan Department of 
the Stock Exchange, London, requires the 
company to furnish the department with an 
outline of the facts on which the estimate of 
profits is founded. 


(b) Material facts of which they have knowledge in 
relation to the directors’ estimates. 


(c) Whether the directors, in any statement of 
‘value’ of ordinary shares in terms of net 
assets, have paid due regard to the restriction 
imposed by the existence of an accumulated 
amount of non-distribution relief. 


(d) The manner in which any special circumstances 
have been dealt with in the prospectus, where 
the accountants have decided that no reference 
thereto is necessary in their report. (See 
paragraphs 349 and 356.) 

(360) In cases where their report deals with assets 
and liabilities of a company or business acquired or 
to be acquired, the reporting accountants should 
ascertain from the directors that the directors’ 
estimates of future profits available for dividend, as 
shown in the prospectus, have been arrived at after 
appropriate deductions have been made in respect of 
pre-acquisition profits which will not be available 
to the acquiring company for distribution as dividend. 


November 13th, 1953. 
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ACCOUNTANTS’ 


DISTRICT SOCIETY OF SUSSEX 


ANNUAL 


The annual dinner of the Incorporated Accountants’ 
District Society of Sussex was held in the banqueting 
room of the Royal Pavilion, Brighton, on Friday, 
November 13th. The President, Mr E. Webb, F.3..A., 
presided, and among those present were: 

Mr Bertram Nelson, J.P., F.8.A.A. (Vice-President, Society 
of Incorporated Accountants and Auditors); Sir Reginald 
Sharpe, oC: Mr G. P. Morgan-Jones, M.A., F.C.A. (President, 
South Eastern Society of Chartered, Accountants); 'The Hon. 
Sir Arthur Howard, K.B.E., C.V.O., D.L., LP: Mr A: L. Moore 
(Education Officer, Office of the High Commissioner for 
Australia); Mr C. D. Pilcher, J.P., F.R.1.C.8., F.A.I. (Chairman, 
Sussex Branch, Chartered Auctioneers and Estate Agents 
Institute); and 

Alderman Miss Dorothy Stringer, J.P. (Deputy Mayor of 
Brighton); Messrs C. J. B. Andrews, F.S.a.A. (President, South 
of England District Society of Incorporated Accountants and 
Auditors); I. A, F. Craig, opp (Secretary, Society of 
Incorporated Accountants and Auditors); W. T. Curtis- 
Willson, M.B.E., Ip: L. V. Donne (President, Sussex Law 
Society); Howard Johnson, M.P. 

Messrs R. E Venn (Inland Revenue); N. W. Watkins, 
F.A.C.C.A. (President, South Eastern District Society of 
Association of Certified and Corporate Accountants), A. E. 
Webb (Assistant Editor, ‘The Accountant’), E. Whitley- 
Jones (Chairman, Institute of Bankers, Brighton, Hove and 
District Centre); Rev. N. Williams, p.sc.; Mr E. Infield 
Willis, B.A., J.P. 

Proposing the toast of “The Society of Incorporated 
Accountants and Auditors and the accountancy pro- 
fession’, Sir Arthur Howard, a former Mayor of 
Westminster, spoke of the difficulties which had arisen 
economically as a result of the two world wars which 
had led to a complete change nationally and inter- 
nationally. 

The business men and the private citizens of responsi- 
bility were faced with extraordinary difficulties and 
Sir Arthur said he did not know how they would have 
sorted out the problem without the help, so readily 
given, of the qualified members of the accountancy 
profession. 


Responsibility and Growth of the Profession 


A few of the leading members of the profession became 
Well-known national figures, but when one became a 
member of a distinguished profession it was well to 
recognize what was owed to the unqualified and not 
always highly remunerated assistance of the clerks 
who served it. 

Since the Companies Act there was an enormous 
number of other responsibilities which had come with 
the growth of their reputation and profession. More 
and more people wanted to get their boys into the 
profession and many people would have boys who 
just had not got the intellectual and other abilities to 
qualify. 

But members of the profession — and the country — 
` would lose in the long run if they lowered the very high 
standards they had set themselves. 


Education 
Mr Bertram Nelson, responding, spoke of their great 
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responsibility in the field of education. The Society 
had a very worthy record in this field and in Canada 
and America the profession had derived its present 
strength from accountants who went there first from this 
country. He suggested that more might be done in 
sending men to Commonwealth countries — not to 
teach, as had primarily been the purpose in the past 
— but to learn, and to gather experience the results of 
which would be of the greatest benefit to this country. 
The Society had an excellent record in the field of 
education, but he felt the best was yet to be. 

In proposing the toast of ‘Our Guests’, Mr R. W. E. 
Bunn, F.9.A.A., F.I.M.T.A., former Brighton Borough 
Treasurer, said the Society had been guilty of a most 
extraordinary piece of conduct on the part of a body 
of accountants. The balance sheet of the Society had 
omitted to make any reference to the abundant goodwill 
of its numerous friends, a valuable asset as seen from 
the glittering array of important people who had joined 
them that evening. (Applause.) 

In his reply, Mr Moore said he had heard of the 
excellent work done by the Society in building up its 
reputation in educational matters. At this time, he 
said, Australians were looking forward with tremendous 
excitement to having the Queen among them. He could 
only hope that they would honour their promise not 
to impose too great a strain upon her. Everywhere 
she and her husband went, he assured them, they 
would be received with admiration, respect and love. 

Mr Moore, commending Mr Nelson’s suggestion, 
spoke of the necessity of closer contact between Britain 
and Australia in the matter of visits by Britons to 
Australia. There were hundreds of Australians who 
came to Britain on short missions. They came to learn 
from the English, but Australians were concerned that 
the traffic was not so strong in the reverse direction. 
He said that it should not be beyond the bounds of 
the Society to create a Fellowship by which some 
promising accountants could go to Australia. 


High Standards of the Profession 


Mr C. D. Pilcher, J.P., F.R.1.C.S., F.A.I., proposed the 
toast of “The Incorporated Accountants District 
Society of Sussex’. He said that a professional society, 
which contained among its members the most highly 
conducted men in the land, was charged with the 
difficult task of making the conventions of society work 
and he believed they were largely successful in doing so. 

In the outside world it was an extraordinarily 
common thing to see the standards of public conduct 
and life diminishing as they had in the past fifteen 
years. While that might be so generally, he did not 
think it was true of such professional societies as their 
own. 

Replying, Mr Webb, the President said that it owed 
a great debt of gratitude to the President of the parent 
body when the District Society was commenced. He 
also paid tribute to his own officials for the valuable 
work and support they had_ given. 
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NOTES AND NOTICES 


The Institute of Chartered Accountants 
in England and Wales 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on November 4th, 1953, who 
completed their Fellowship or Membership before 
November 17th, 1953. 


Associates elected Fellows 

Darke, Kenneth George, M.A; 1934, ACA; (*Darke, 
Robson & Co), 80 Bishopsgate, London, EC2. 

Davies, Jobn Hubert Lewis; 1929, A.C.A; 33 South- 
ampton Street, London, WC2. 

Gartan, Richard; 1914, A.C.A; (Smith & Garton), 23 
John William Street, Huddersfield, and at Leeds; also 

; at London (*Smith & Garton). 

Garton, Richard Vivian, T.p.; 1938, A.C.A; (Smith & 
Garton), 23 John William Street, Huddersfield; also at 
London (*Smith & Garton). 

Hardy, John Conyers; 1941, A.C.A; (H. W. Vallance 
Lodge & Co), 746 High Road, Tottenham, Middlesex, 
and at London. 

In , Rowland Peter; 1937, AGA: (Miall, Harper & 

A. 9 Idol Lane, Eastcheap, London, EC3. 

Jackson, Maurice Robert; 1948, A.C.A; 11-13 Baker 
Street, London, W1. 

Josephs, Michael Stanley; 1946, A.C.A.; (H. W. Fisher & 
Co), 36 Southampton Street, Strand, London, WCa2, 
and 21 Hillfield Court, Belsize Avenue, London, NW3; 
also at Edgware and. Hendon. 

Monahan, Brian Leslie; 1932, A.C.A.; (“Monahan & Co), 
34 Regent Circus, and 11 Victoria Road, Swindon, and 
at Chippenham. ° 
Morris, Joseph; 1933, A.C.A.; d Morris & ooh 31 Princess 

3 T Manchester, 2, and at Lytham St Annes and 
H e. 


Percival, George William; 1933, A. C.A. (*Frank Impey &, 


Co), Lombard House, 144 Great ‘Charles Street, Bir- 
mingham, 3 


Ratnett, Walter Ernest; 1934, A.C.A; (W. E. Ratnett & 


Co), ‘Commerce House, 6-8 Blagrave Street, Reading, 
and at Basingstoke. 

Rowland, Thomas Hutchinson; 1929, A.C.A; (ew. T. 
Walton, Son & dings High (Basil L. Denton & Co), 
5-6 Victoria Buildings, h Street, Stockton-on-Tees, 
PA London and West Hartlepool (*Basil L, Denton. 

Smith, George Geoffre rey, MAL 1937, A.C.A.: (Smith. & 
Garton), 23 John William’ Street, Huddersfield; also at 
London, (*Smith & Garton). . 

Trayler, Norman Frank; 1947, A.C.A; 8-9 es Cham- 
bers, Bognor Regis. 

Wagstaff, Ronald Ernest; 1 1938, A.C.A; (Shelvoke, Picker- 

ing, Janney & Co), 36 annon Street, Birmingham, 2, 
ind at Cannock. 


Walford, Edward Wynn; 1937, A.C.A.; (Frank Brown & 


Walford), Finkle Chambers, Stockton-on-Tees, 


(Not in England or Wales) ` 
Burgess, Norman Ralph; 1931, A.C.A.; (Hunter, Smith & 
Earle), 12 Abercromby Street, (P. 0. x 48), Port-of- 
Spain, Trinidad, and at Caracas. 
Ednie, Ian Scott; 1947, A.C.A.; (*Cooper Brothers & Co), 
æ. Ò. Box 158), Queensway House, York Street, Nairobi, 


and at Dar-es-Salaam, Jinja, Kampala, Mombasa and 
Moshi. 


* placed against a firm name signifies that the firm is not 
exclusively composed of members of the Institute, 





Wilkinson, Jobn Stansbury; 1934, A.C.A; (*Cooper 
Brothers & Co), (P.O. Box 158), Queensway House, ` 
York Street, Nairobi, and at Das-ea Salaam, Jinja, 
Kampala, Mombasa and Moshi. 


Admitted as Associate 
(Not in Practice) 
Burns, Gerard Anthony, with Paul, Dowd & Co, a16 
Martins Bank Buildings, Water Street; Liverpool, 2. - 


Former Members readmitted to Membership 
Crawford, Archibald Beatty, c/o Lever Brog. (India) Ltd, 
Ballard Estate, Bombay, India. 
Lawrence, Ernest, 3 Westbourne Avenue, Hull. 


Shalson, Hubert Rex, Managing Director, R. E. Shalson 
Ltd, 175 High Holborn, London, WC, 


Personal 


Messrs Nicuoiis, Norru & NIcHoLis, Public Ac- 
countants, of Christchurch, New Zealand, announce 
that they have admitted to partnership as from 
November ist, 1953, Mr J. M. TOCKER, M.COM., 
A.P.A.N.Z. The firm will continue to practise under the 
game name and at the same address as before. For 
the last seven years Mr Tocker has been Secretary of. 
the New Zealand Society of Accountants. 


Messrs A. F. Ferncuson & Co, Chartered Account- 
ants, registered accountants of Karachi and Lahore, 
Pakistan, announce that as from November ist, 1953, 
they have admitted into partnership Mr J. P. PATEL, 
M.A., A.C.A, Who was an assistant in the firm. 


Mr WALTER E. RATNETT, F.C.A., of 314 Winchester 
Street, Basingstoke, announces that as from Novem- 
ber ist, 1953, be has taken into partnership Mr 
Wium Henry Vicror WITCHER, A.C.A., and Mr . 
EDWARD GEORGE CLEERE, A.C.A. The practice will 
continue to be carried on under the name of W. E. `, 
Ratnetr & Co. 


Mr Waren E. RATNETT, F.c.A., of Commerce 


~ House, 6-8 Blagrave Street, Reading, announces that 


as from November rst, 1953, he has taken into 


. partnership Mr WILLIAM Henry Victor WITCHER, 


A.C.A, The practice will continue ‘to be carried on 
under the name of W. E. Ratnetr & Co. 


Messrs FREEMAN, SHALSON & Co, Chartered 
Accountants, of Town Hall Chambers, 374 Old Street, 
London, EC1, announce that as from September 5th, 
1953, they have admitted into partnership Mr 
NORMAN FREEMAN, A.C.A. who has been associated . 
with the firm for a number of years. The style of the 
firm will remain unchanged. ~ 


Professional Note 


Sir Harold Gillett, wc, F.c.a., has been co-opted ` 
a director and appointed chairman of the board of 
John G. Murdoch & Co Ltd. 


as 
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The Institute of Cost and Works Accountants 
A Midland regional conference sponsored by the 
Birmingham, Coventry, Leicester, and Nottingham 
and Derby branches of the Institute of fost and 


Works Accountants, was held at the Town Hall,. 


Leamington Spa, last Saturday. 

“The maintenance of working capital’ was discussed 
by Mr W. A. Harvey, B.COM., C.A., F.C.W.A., the chair- 
. man being Mr C. E. Power, F.c.w.a., A.C.A., President 
of the Leicester branch. The discussion at the con- 
clusion. of the paper was opened by Mr F. Addison, 
F.C.A., F.C.W.A., of Derby. 

During the afternoon Mr F. Clive de Paula, T.D., 
A.C.A., F.C,W.A., presented a paper on “The control of 
service department costs’. The chairman at this 
session was Mr J. A. Cope, F.c.w.a., President of the 
Birmingham branch, and Mr W. H. Boardman, 
A.C.W.A., opened the discussion. 


Dividend Mandates 
Recommendations on the dividend mandates have 
been made by the Chartered Institute of Secretaries. 
The first deals with the transfer of banking accounts. 
The Institute states: 


An approach was made to the Committee of London. 


Clearing Bankers, and the opportunity was taken to invite 
the leading banks not only to standardize their forms of 
dividend mandate but also to standardize their forms of 
notice of transfer of account so as to meet special difficulties. 


As a result, such of the clearin une bankers as have not already ~ 


adopted the form of dividend mandate recommended by 
the Institute have signified their willingness to adopt that, 
or similar, wording as soon as their. present stocks are 
exhausted, ` 
The wor SE by the Institute is: 
‘I/We hereby request and authorize you to pay all 
interest and dividends from time to time falling due and 
becoming payable on any stock or shares now or here- 
after registered in my/our name(s) in the books of the 
company to (here insert name, full address and national 
number of the branch of the bank) or to any branch of that 
bank to which my/our account may be transferred, whose 
receipt shall be your sufficient discharge for the same.’ 
In the case of notices of transfer of banking 
accounts, the banks do not feel able to adopt the 
Institute’s suggestion that they should contain the 
words (in reference to the members’ holdings in 
the companies to which they are sent) ‘. . . now or 
hereafter to be registered in the name(s) of .. / 
in case it should have the effect of altering their cus- 
tomers’ original mandates. They have, however, 
undertaken that, where notices contain the words 
‘now standing’ in this connection, the word ‘now’ will 
be deleted and that no specific reference will be made 
to the amount of the holding. 
Referring to the growing practice of pinine divi- 
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dend mandates on the reverse of forms of transfer, the 


. Institute adds: 


Many transfer forms now bear printed dividend man- 
dates in wording which ia not in accordance with that 
recommended by the Council and agreed with the clearing 
banks, and the Council considers it highly desirable that, 
if the practice should be permitted to grow, the Institute 
should take immediate steps to ensure at the outset that 
dividend mandates printed on the reverse of transfer deeds 
shall follow that wording and thus be acceptable by 
companies. 


The council has requested the co-operation in this 
connection, through the Secretary of the Share and 


‘Loan Department of the Stock Exchange, London, of 


printers to the London and provincial stock exchanges 
and, through the Law Stationers Association, to law 


‘stationery printers supplying transfer forms. 


Revenue Paper: Michaelmas Sittings, 1953 
‘Court or APPEAL 


The following cases are down for hearing i in the Court 
of Appeal: 


CIR v. Universal Grinding Wheel Co Ltd. 


Halbur Trust (in liquidation) v. CIR. 
Burlah Trust (in liquidation) v. CIR 

John Hudson & Co Ltd v. E. A. Kirkness (Inspector 
of Taxes). 

H. V. Boarland (Inspector of Taxes) v. The Madras 
Electric Supply E 

Phillip Hutton v. CIR 

O. T. B. Sharkey (Inspector of Taxes) v. Sir Harold 
Wernher. 

S. T. Patrick (Inspector of Taxes) v. Broadstone 
Mills Ltd. 


Annotated Tax Cases 


Part 7 of Volume XXXII of the Annotated Tax Cases, 
edited by Roy Borneman, Q.C., is published today and 


‘contains reports, with notes on the judgments, of the 


following cases: Boarland v. Madras Electric Supply 
Corporation (Ch.D.); Fenwick o CLR. (H.L) 
Platt’s Trustees v. C.I.R. (Ch.D.); Dale v. CIR. 
(H.L.); Glasgow Heritable Trust Lid v. CLR. (C.S.); 
British Legion, Peterhead Branch v. C.I.R. (C.S.); 
Linlithgow Town Council Entertainments Committee v. 
CIR. (C.5.); Lomax o Newton yeaa Strick v. 
Longsdon (Ch.D.); Haldin and Philipps Ltd v. CLLR. 
(Ch.D.); Sharkey v. Wernher (Ch.D.); Patrick v. 
Broadstone Mills Ltd (Ch.D.); Griffiths v. Mockler 
(Ch.D.); In re Delhi Electric Supply and Traction Co 
Ltd (Ch.D.); Earl Beatty o, CLR. (Ch.D.). 

The annual subscription to the Annotated Tax 
Cases is 30s post free, the publishers being Gee & Co 
(Publishers) Ltd, 27-28 Basinghall Street, London, 
EC2, 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 





OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


& 
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` Monopolies and Restrictive Practices before a specially arranged examining audience. 
Commission Intermediate Examination. 

The Board of Trade announce the acceptance by Mr (a) Preside at a private meeting of creditors and 
David Arnold Scott Cairns, Q.C., of his appointment _ explain the position disclosed by a statement of 
as chairman of the Monopolies and Restrictive affaits submitted. 
Practices Commission. Mr Cairns will take up this (b) Interview a client on various specified matters 
post on January ist next, in succession to Sir arising in the course of an audit, and make 
Archibald Carter, G.C.M.G., K.C.B., E.C.LE. suggestions. ; 

(c) Give full oral instructions to another as to the 
The Chartered Accountant Students’ Society procedure to be adopted in regard to a specified 
= of London audit. , a 

The following meetings of the London Students’ Final Examination. j 

Society will be held during next week: © (a) Preside at a meeting of shareholders and make 

Bee All-day Mey Pe ail viata ce reel the chairman’s speech (after five minutes digest - 
äh, Lecture (at Caxton acetona 1 f the accounts and précis of the company’s 

— “The practical aspect of company meetings’ S 2 A P pany 

- FE Talbot. rais FIEL, eon. OEREN operations). 


: All-day visit to the Midland Bank (limited (b) Conduct an income-tax appeal, arguing a 
number), , Se g debatable point as to the allowance of a certain 
Sg K z pm: Lunchtime discussion $ of study problems expense, Ser : 

rought by students. 5.r5 p.m.: Introductory course S k ae x . 
` lectures on (1) “T'he items in a profit and loss account and (c) Interview a new client and fully explain the 


balance sheet’; (2) ‘Bankruptcy, liquidation and receiver- advantages of a complete audit. . 

ship’. (d) Submit to cross-examination as an expert wit- 
. Liverpool Chartered Accountant Students’ ness on certain questions of account....  . 

Association . 

Liverpool chartered accountant students played their SEVENTY-FIVE YEARS AGO 
annual soccer match against Chester and North From Ghe Accountant op NOVEMBER 23RD, 1878 
Wales students at the Liverpool Ramblers Football . Extract from a Note in Passing 
Club ground, Crosby, on November 4th. " Act of Bankruptcy 


4 ae al aa Ee In our judgment the provisions affecting the date of 
Supremacy, scoring a further two goals, Chester and an adjudication apply to all incidental legal proceed- 
North Wales students pressed strongly during the mgs of the same character. As e Justice J E 
.final minutes, scoring once and causing a Liverpool RE SC EE 
player to p ut oe na Er oe a of the relation back of the trustee’s title showed that 
SE a decisive victory tor Liverpool by D goals it was dealing with the rights of third persons.” 

` Indeed, we hold that one of the main objects of section 

British Transport Commission Costing ` 11 is to guard the ordinary creditors from unfair pre- 


f Service ` ` ferences on the part of bill of sale holders and the like. 
costing service on a sm e, the Briti ransport Com- 

mission have approved the expansion of the service to meet T AX AT I O N RE PO RTS 
the increasing demand for costing advice, especially in con- 

nection with questions of rates and charges under the new IMPORTANT SERVICE TO PRACTITIONERS 

circumstances brought about by the ‘Transport Act, 1953. Those advance reports, published by Gee & Co (Publishers) Ltd, In collabor- 

antral of avery Exailah ees 

CO D 
TWENTY-FIVE YEARS AGO n Ka, akor cha Gas of hh judgment fa been approved by the 
s On sta 
FROM The Accountant OF NOVEMBER 24TH, 1928 and weg duty aerate In the English and Sec Coura Is reported 


Extract from a letter to the Editor. H Geer ER r Gage an Sie ind are prepared 
D sos, Q. L] r CO tJ ents 
The Training of the Articled Clerk with detalled heel Tables of cases end of seacures judicially cone 


. . . [would suggest that a new test should be held gerd: and. sublect bien are provided at the end of the year on 
both at the Intermediate and at the Final Examina- Annual 
tions—this test, for want of a better name, I will call nnual Subscription 30/- post free 
a personality test. The candidate would be required GEE & COMPANY (PUPLISHERS) LIMITED 
to conduct matters similar to the following, personally, 728 BASINGHALL STREET, LONDON, EC2 ` MONARCH 5347-8 
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ESTATE DUTY ANOMALIES 
THE INSTITUTE’S MEMORANDUM 


HE more estate duty law and practice are investigated, 

the more striking their defects become. A review of some 

of the anomalies published yesterday by the Institute lays 
bare a situation which clearly ought not to continue. 

The review constitutes the memorandum prepared by the 
Institute in response to an invitation of the Board of Inland 
Revenue issued in July. This invitation followed the announce- 
ment on June 23rd that the CHANCELLOR OF THE EXCHEQUER had 
decided to examine estate duty anomalies, without formally 
setting up a committee for the purpose. We are reproducing the 
memorandum in this and our next issue. 

The Institute’s memorandum does not claim to be comprehen- 
sive (it covers only twenty-three pages) but it does provide an 
exhaustive study of those anomalies on which members of the 
Institute can best speak from experience, namely, matters of 
valuation and finance. The CHANCELLOR'S investigation is to 
concentrate particularly on the assets basis of valuation of shares 
in private companies, imposed by Section 55 of the Finance Act, 
1940. But the glaring anomalies raised by that section, as inter- 
preted by the Estate Duty Office, are only offshoots of the larger 
anomaly rooted in the general basis of valuation laid down by 
Section 7 (5) of the Finance Act, 1894, and extended by Section 60 
(2) of the Finance (1909-10) Act, 1910. The Institute has drafted 
an admirable indictment of this statutory basis of valuation, in 
these words: í 

“Thus, the valuation rests on the opinion of the Commissioners, 
who are required to assume as on the date of death an open market 
(which will often not exist) and à willing buyer (who may not be 
forthcoming) and they are required to arrive in this way at a hypo- 
thetical price at the time of death, irrespective of the actual price 
at which the property may be sold after death in order to pay the 
duty. Such a method of valuation is entirely arbitrary and ought no 
longer to be tolerated when the duty involved is as high as that now 
imposed’, 

The origin of most of the injustice of estate duty lies in the 
fact that when the framework was laid down in 1894, the highest 
rate was only 8 per cent and applied only to estates of £1 million 
and over; estates which must have been extremely rare in those 
days. Even then it was already clear that whatever the theory 
might be, estate duty was not a mere stamp duty on probates but 
a substantial tax on inheritance. However, it was not until 1949 
that the logical next step of repealing succession and legacy duties 
was taken. Even this was accompanied by an increase in estate 
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duty rates which penalized near relatives of 
deceased persons. Moreover, the repealed duties 
had at least been confined to the benefits which 
the beneficiary received; estate duty is charged 
on what he might have got but seldom does. ` 

It could be assumed in 1894 that the larger 
estates consisted mainly of land. The Act of that 
year, which still applies, permitted payment of 
duty on real property by instalments spread 
over eight years. The top rate being 8 per. cent, 
this meant a charge of only 1 per cent per annum 
which was probably only a fraction of the net 
income from the land. Accordingly the duty 


could comfortably be paid out of income and the . 


land need not be sold. Moreover, interest does 
not arise until a year after the death. 


Personal estate, which in the ’nineties might” 


constitute only a minor part of the total estate, 
attracts liability for immediate payment of duty. 
Such personal estate as there was would be easily 
realizable, even assuming so drastic a step as sale 
was necessary. How different the position is now. 
Very many large estates consist mainly of shares 
_ in private companies, a form of property unknown 
in 1894. Even if these were valued at their true 
realizable worth it would be impossible to pay 
the duty out of income subject to income-tax 
and sur-tax. But as the memorandum points 
out, it is not the realizable value which is taken. 
Although, theoretically, the value as at the 
date of death is to be applied, the valuer must 
assume that the realization is made in the 
manner and at the times subsequent to the death 
as will produce the best sales. In these circum- 
stances the Institute does well to recommend that 
where property is sold within a year, the estate 
duty valuation should not exceed. the actual net 
proceeds, after deducting the sale expenses. 

We have hinted at the ancient conception of 
estate duty as being a mere stamp duty on the 
probate or letters of administration; as one of the 
minor incidental expenses of taking out repre- 
sentation. This is reflected in the harsh rule that 
representation cannot be granted until estate duty 
on personal estate, with certain exceptions, has 
been paid. As the Institute points out, in these 
days payment of the duty almost invariably 
involves selling or charging the assets. This 
cannot be done without the probate or letters of 
administration. Accordingly the personal repre- 
sentatives are in a vicious circle. It is for this 
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reason that the Institute recommends the | 


compromise in paragraph (17). 
The option provided for in sub-paragraph (c) 
of that paragraph could, we think, be reasonably 


. extended to shares in companies owning land. If 


land itself is entitled to special treatment, then 
shareholders in land-owning companies should 
not lose the benefit merely because of the legal 
rule that shares are always personal property. 

In this connection, the recommendations in 
regard to relief for quick succession (paragraph 
47) could well be extended, on similar grounds, 
to shares in companies owning land. Quick 
succession relief was introduced at a time when 


the maximum rate was still only 20 per cent. ` 


It extended not only to land and businesses 
but also to ‘any interest in land’, although shares 
in companies carrying on business were specifi- 
cally excluded. To anyone but a lawyer, shares in 
a land-owning company are certainly an interest 
in land. If the relief is to extend to shares in 
trading companies, it can equally be applied to 
shares in land-owning companies. 


nn e. Se 


November 28th, 1953 ` 


The memorandum contains a restrained but ` 
telling criticism of Part IV of be Finance Act, ` 


1940. Although the baffling Section 46 is hardly 
ever applied, the Institute does well to recom- 
mend that its operation should be restricted, for 
as the memorandum points out, it introduces a 
great deal of uncertainty into deals in company 
shares. Moreover, it is in frequent use by the 
Estate Duty Office as a vague threat to induce 
agreement on a Section 55 valuation. We would 


add that no substantive amendment of Section 46 . 


should be unaccompanied by a drastic revision of | 


the drafting, which is éveryone’s despair. We 
should like to think that only a situation like 
Dunkirk could have induced Parliament to pass 
such monstrous legislation. 


— 


Section 55 was specifically mentioned by the ` 


CHANCELLOR and it has pride of place in the 
memorandum. No one seriously disputes that 
this section is really an anti-evasion section, but 
the Estate Duty Office through crocodile ‘tears 
always points out that the section is mandatory, 
and proceeds to apply it in its full rigour where- 
ever possible. This attitude is hardly consistent 
with the large number of ‘extra-statutory’ con- 
cessions to which wide publicity is given, nor 
with the undertaking given in July 1944 that the 
Act would be applied ‘in a reasonable manner’. 


H 
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TAX SAVING SCHEMES 
ACCELERATION OF REVERSIONARY INTEREST 
by T. J. SOPHIAN 


HE important question whether the 
release of a life interest under a settlement 
constitutes a voluntary disposition inter 
vivos for the purpose of stamp duty, was deter- 
mined in favour of the Revenue in the recent case 

of Platt’s. Trustees v. CIR ([1953] 32 A.T.C. 

292). The basis of that decision is of importance 

since it throws some light on the question whether 

such a release might constitute a ‘settlement’ for 
- the purposes of the provisions of Chapters II and 
III of the Income Tax Act, 1952, as regards 
settlements, so as to render the income which 
otherwise would have belonged to the. owner of 
the life interest, his or her notional income for tax 
purposes, notwithstanding the release. 

In Platt: case, the residuary estate of a 
testator was bequeathed on trust to pay half of 
the income therefrom to the widow during her 
lifetime and the remainder during the widow’s 
lifetime, to the testator’s children in equal shares. 
In the event of the death of a child in the widow’s 
lifetime, his or her share was to pass to the 
children of that deceased child. After the widow's 
death, the residuary estate was to be held for the 
children of the testator, but without vesting 
absolutely in them. It was to be held on certain 
trusts, according to which, inter alta, the income 
was payable to each son during life and to each 
daughter during coverture. 

The testator had three sons, of age, and two 
daughters who were married, and each of the 
sons had infant children. There were a number 
of deeds involved in the appeal, but for the sake 
of simplicity, one may confine one’s observations 
to a single deed. This deed was made between a 
son and the trustees, and under it the son 
_ surrendered (a) his right to receive his portion of 

the trust income from the residuary estate during 

the widow’s lifetime; and (b) his life interest in 
his share of such residuary estate, which would 
have arisen on the widow’s death. 


Stamp Duty on ‘Conveyance or Transfer 
on Sale’ 
Under Section 24 and Schedule I of the Stamp 
Act, 1891, which has since been amended by, 
inter alia, the Finance Act, 1949, a convey- 
ance or transfer on sale has to bear a stamp of 
'an--amount calculated according to a certain 
percentage of the amount or value of the con- 


e 


sideration for the sale. By Section 74 of the 
Finance (1909-10) Act, 1910, however, in the 
case of a conveyance or transfer operating as 
a voluntary disposition inter vivos, stamp duty is 
to be chargeable in the same way as if the 
transaction were a conveyance or transfer on sale, _ 
with the substitution in each case of the value of 
the property transferred instead of the amount or 
value of the consideration for the sale. 

In the case, on the other hand, of a ‘release or 
renunciation of any property or of any right or 
interest in any property’ otherwise than on a 
sale or by way of security, a fixed duty of ros 
only is payable, irrespective of the value of 
the property concerned, and this fixed duty of 
tos only is also payable in the case of a surrender 
of any other kind whatsoever not chargeable with 
duty as a conveyance on sale or a mortgage (see 
Stamp Act, 1891, Schedule 1). 


‘Release’ and ‘Surrender’ distinct from 
‘Transfer Operating a Voluntary Disposition’ 
The trustees in the above case argued that only 
a ros fixed stamp duty was chargeable since, they 
contended, that the transaction was either a 
‘release’ or a ‘surrender’ of the kind attracting a 
tos duty. The Revenue on the other hand, 
argued that the transaction fell within Section 
74 of the Finance (1909-10) Act, 1910, as being 
a ‘conveyance or transfer operating as a voluntary 
disposition inter vivos’. 

The Court took the view that the document 
was a conveyance or transfer, although it was 
described as a ‘release’ or ‘surrender’, and that it 
operated as a voluntary disposition inter vivos, 
since it had the effect of accelerating or bringing 
into operation interests (i.e. those of the children 
of the children of the testator) which, but for its 
execution, would not have existed. 

In arriving at this decision the Court was 
guided by the decision of the House of Lords in 
Stanyforth and Hon. John Mills v. C.I.R. ([1930] 
9 A.T.C. 128; A.C. 339). In that case a deed poll 
was executed by the first and second life-tenants 
of an estate, whereby a partial resettlement was 
effected. In substance the effect was to cut out 


the interests of the second successor of the 


settlor and his issue and to accelerate the interests 
of the remaindermen who were postponed to this 
son. and his issue. 
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The deed poll was executed in pursuance of a 
power of revocation and new appointment 
contained in previous dispositions of the property, 
and the present. deed itself was subject to a 
similar power of revocation and new appointment, 
so that there was always in existence the possibility 
of the exercise of this power at any time, the 
effect of which might destroy or limit the interests 
thereby accelerated. 

The House of Lords determined a number of 
important points in this case. They held that the 
resettlement operated as a voluntary disposition 
inter vivos; a point which was no longer seriously 
contested when the.case came before them. 
Accordingly, this decision is authority for the view 
that a transaction by which an interest is sur- 
rendered and other interests are accelerated is a 
“conveyance or transfer operating as a voluntary 
disposition inter vivos’ within Section 74 of the 
Finance (1909-10) Act, 1910. 

The substantial point of importance, however, 
in the Stanyforth case is the fact that the House 
took the view (a) that the value of the interest 
‘transferred’ was 

‘the difference between what the second son had 

(1) before and (2) after the resettlement, which 

difference was by the resettlement transferred from 

the second son and his issue to other persons’, 

but (b) that in valuing this transferred interest, 
the overriding powers of revocation and new 
appointment had to be taken into account with 
the result that they reduced the yalue of the 
transferred interests to a round sum not exceeding, 
as the Commissioners found, £50, so that the 
amount of duty ‘would be sos and not the ad 
valorem duty of £19,907, which the Com- 
missioners had fixed. 

It is interesting to note that on this point of 
valuation the House of Lords overruled the 
decision in Earl of Westmorland v. CLR. 
([1928] 1 K.B. 703). In the latter case the only 
power of revocation was contained in the con- 
veyance or transfer itself, but the House con- 
sidered in the Stanyforth case that that fact 
should have made no difference, for the subject- 
matter of the conveyance or transfer would be 

- Just as much affected in value by a power of 
revocation contained in the deed of transfer as 
in some other deed. In the Westmorland case 
the stamp duty was charged on the value of the 
property conveyed, and this basis of assessment 
of the duty was held to be erroneous. 


Surrender of Life Interest whether ‘Settlement’ 
Such decisions as Stanyforth and Platt, lead one 
to consider whether they are applicable for the 
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purpose of determining what is a ‘settlement’ for 
tax purposes. In this connection, moreover, one 
must distinguish between the wide and enlarged 
definition of ‘settlement’ for the purpose of 
settlements on minor and unmarried children, 
and the equally wide but not quite so enlarged 
definition of ‘settlement’ in other cases. 

There is this much common to each definition 
in that the expression will include any ‘disposition, 
trust, covenant, agreement or arrangement’, but 
in the case of settlements on children the definition 
will include also any ‘transfer of assets’ (compare 
for this purpose Section 403 with Section 411 (1) 
of the Income Tax Act, 1952). 

And it must be realized that this distinction, 
created by the inclusion of the words ‘transfer of 
assets’, was responsible for the decision of the 
House of Lords in Thomas v. Marshall ([1952] 
31 A.T.C. 245; 2 All E.R. 32) (affirming the 
Hood-Barrs case ([1945] 24 ATC 97; 1 All E.R. 
500), to the effect that even an absolute gift to an 
infant or unmarried child would constitute a 
‘settlement’ so as to render the income therefrom 
for tax purposes the notional income of the 
parent, the settlor. 

Now it can be argued, if the surrender of a life 
interest with the consequent acceleration of the 
reversionary interest expectant thereon constitutes 
a ‘conveyance or transfer operating as a voluntary 
disposition inter vivos’ for the purpose of stamp 
duty, that such surrender also constitutes a 
‘transfer’ or a ‘disposition’ and accordingly a 
‘settlement’ for tax purposes. For example, this 
situation may arise: a parent may be a tenant for 
life under a settlement, which gives a remainder 
to his child. While the child is an infant, and 
unmarried, the parent releases or surrenders his 
life interest, thereby accelerating the reversionary 
interest of the infant son, so that the trust 
income in point of fact thereupon becomes. the 
income of the child and no longer that of the 
parent. If in such circumstances it were said that 
the surrender of the life interest. operated as a 
‘settlement’ for tax purposes, then the surrender 
of the life interest by the parent would be 
ineffective for the purpose of preventing the trust 
income from being any longer that of the parent, 
and in consequence, while the child remained an 
infant and unmarried, the trust income, notwith- 
standing the surrender, would be treated for tax . 
purposes as being still the income of the parent. 

This is a problem which, it seems, only the 
Courts can solve, but it would indeed be strange 
if a decision on stamp duty were extended to apply 
to a different subject-matter, such as income-tax. 
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NOTICE TO EMPLOYEES ` 


by a Barrister -at-Law 


ate employment are unfortunately fairly 
frequently met with by legal advisers, 
even though they do not often come before the 
Courts, and the termination of an engagement in 
the proper way and in fairness to all parties is one 
of the more important duties of staff management. 
When an unsuccessful attempt is made by an 
employer to terminate an engagement the results 
can be most unfortunate: not only are relations 
strained with the individual concerned and 
possibly with a trade union which intervenes on 
his behalf too, but such a step can undermine 
the confidence in the management of the whole 
department, shop or works. Sympathies are 
nearly always with the employee at the best of 
times, however justifiable may be the action 
taken, and no employer needs telling that it is 
better to err on the right side than on the wrong 
in a matter which every employee feels vitally 
affects his own position in the company. 


His arising from notice to termin- 


Duty to Employees 

Employers have a duty to the man himself, a 
fact which is not always remembered sufficiently. 
Whatever may be the faults of the man leaving — 
sometimes there is no fault on his part at all, 
it may be merely that circumstances inside the 
company require a change to be made-—it is 
always in the power of a man to remedy them 
‘later. Nothing should be done to prejudice him in 
future employment or to cause any avoidable 
hardship while he is seeking another position, 
without a very careful consideration of all the 
possible consequences. 

The loss of an employee may or may not be 
serious to an employer: if good relations within 
the firm are maintained there is frequently 
little inconvenience; but to the man, the loss of 
his position means in some cases the vanishing 
overnight of his whole livelihood and the necessity 
to seek with all speed an alternative means of 
support for himself and his dependants, some- 
times when he is least in a position to fend for 
himself. 

Few people are willing to recognize their own 
faults, even those that are most obvious to others, 
and the loss of his position can be a very severe 
blow to a man’s pride as well as to his pocket. 
He sometimes feels most keenly the fact of being 
given notice or even being asked to resign: the 
situation can cause ill-feeling and lead to un- 


necessary disputes. The whole working of a 
small company may be undermined by the high- 
handed treatment of one employee, even though 
all his fellow workers may well realize that he is 
by no means the most competent in his work. 


Payment in Lieu of Notice 

Many employers prefer when dispensing with 
the services of their men to pay wages for the 
period of notice rather than have a dissatisfied 
man at work. This practice is generally accepted 
on both sides, and although in some circum- 
stances it might be technically a breach of con- 
tract, the man dismissed has no effective claim 
for damages since he has suffered no loss com- 
pared with his position if the employment had 
been terminated in the regular way. This is 
assuming, of course, that he had no right to 
additional pay from overtime or commission. 

It is sometimes thought that this practice 
confers a reciprocal right on the employee to 
determine the engagement similarly without 
notice by offering the equivalent of his pay. This 
is not so, however, for a moment’s reflection will 
show that in such a case the employer might well 
suffer much more damage than the amount of 
the employee’s pay for the period. 


_ The Proper Length of Notice 

People are often vague about what is the proper 
length of notice required for any particular form 
of employment and there are one or two popular 
misconceptions which tend to confuse the issue. 
In the first place, it should be remembered that 
the primary method of determining what notice 
is sufficient — the method which takes precedence 
over all others—is the original agreement of 
employment. If one month’s notice was agreed 
upon on engaging, all other factors become 
irrelevant and one month’s notice must be given, 
apart, that is, from dismissal without notice, 
which is not being considered here. 

Next, even without express agreement, an 
agreement may be implied from attendant cir- 
cumstances which will take precedence over all 
other considerations in determining what is the 
proper period. If a custom in one particular 
trade is for a week’s notice to be given and 
circumstances strongly suggest that one man was 
engaged on a monthly basis, as for instance the 
express terms of a previous engagement which 
has been renewed without a fresh mention of any 


598 


terms, the implied agreement will govern the 
man’s terms of engagement notwithstanding the 
custom, and he will be entitled to one month’s 
notice on leaving. 

In default of any agreement, express or implied, 
the law leans in favour of a reasonable period 
on all possible occasions, and will be guided 
primarily by custom in the trade and: other 
considerations (which will be mentioned later) 
in coming to a decision on what is reasonable. 


An Example 
The following is an example of the sort of sobia 
which sometimes arises. A dealer in ladies’ wear 
who had been a traveller obtained a position as 
the London representative of a Midlands firm of 
stocking manufacturers, the terms of his engage- 
ment being left rather vague. The company was 
a small private one and all the discussions on his 
appointment were made with the senior director 
on quite a friendly basis as the two were person- 
ally acquainted. Nothing was recorded of the 


agreement and no terms of service were stipulated ? 


in detail, least of all notice to terminate the 
engagement, which was neither discussed nor 
contemplated. The only written evidence of his 
position that the agent could produce later was 
an entry in the company’s diary, which was 
‘ circulated to customers, that he was their London 
agent. His remuneration was based on sales, 
the total commission being adjusted quarterly, 
with reasonable drawings permitted as required; 
there was a guaranteed minimum salary which 
he had no occasion to fall back upon. 
_ After the agent had been working for the com- 
pany for a number of years, the senior director 
died and was succeeded by his son, with whom 


the agent had comparatively little contact. The - 


son had more drive than the father and in an 
effort to expand sales, sent other representatives 
down to London in the agent’s area, and the 
agent objected to’ this: (‘I hear you’ve been 
sending your secret agent down again’ was his 
opening of one telephone conversation.) The 
- differences eventually became acute and the 
agent received a month’s notice to terminate his 
appointment with the company. 

The agent somewhat naturally thought this 
was too short a period to wind up his affairs and 
find an alternative position, and after some pro- 
tracted correspondence a further period of two 
months was agreed upon, and it is probable that 
he was entitled to this. A mere agency or repre- 
sentation in a district may in some circumstances 
be terminated without notice, for it is often not a 
contract of employment at all, the agent not 
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being. a paid servant but working on his own 
account. Normally, however, a traveller or 
representative is a paid employee, and is entitled 
to notice in just the same way as any other. 


Determining ‘a reasonable period’ 

The difficulty is to know how long the notice 
ought to be: in default of express or. implied 
agreement, as mentioned above, the law requires 
that a reasonable period of ‘notice shall be given, 
and in determining what is reasonable a number 
of factors are taken into account, only one of 
which is the period between pay-days. It is not 
correct to say, as is popularly supposed, that 
payment by the week means that a week’s notice 
is sufficient. Sometimes an agreed rate of pay 
calculated by the month or the year will lead to 
the presumption that the engagement is a 
monthly or yearly one respectively, but not by 
any means always. A bank clerk, for instance, 
may be remunerated at the rate of four hundred 
pounds a year, paid in equal monthly instalments, 
and yet be entitled without express agreement | 
to three months’ notice because that is customary 
for his employment. 

Custom is the primary guide in law to what is 
reasonable, but in default of any clear indication 
from this, four other factors are taken into account: 
the nature of the employment, the original agreed 
period of engagement, if any (sometimes the | 
original period is quite indefinite, with allowances 
for pensions after many years’ service, whilst 
other agreements stipulate for six months’ trial 
and then there is no express renewal), the 
length of time which the man has served the 
employer, and last, the intervals at which he is 


paid. ; 
Past Decisions 

Past decisions on what is reasonable notice may 
be a guide to the more responsible positions 
whilst the less important will almost invariably 
be governed by a custom with which all in the 
particular trade are familiar, or will be expressly 
mentioned to the man by the manager or fellow 
employees when he enters a business. In the past, 
the Courts have decided that a month is reason- 
able for a clerk in a less responsible position, an 
advertising agent and a shop manager; three 
months for a more responsible clerk and a com- 
mercial traveller; whilst company directors and 
(perhaps strangely in view of the frequency 
with which they are popularly supposed to change 
employment) journalists and editors in the top 
positions, anything up to a year. The more 
responsible the position the longer the period 
of notice required. 
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NORTH AMERICAN COMMENTARY-XLVII 


Current Accounting Opinions in the United States and Canada 


‘by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.) 
Professor of Accounting, McGill University, Montreal. 


Journal of Accountancy, 
New York, August 
Professional Unity 


INCE the merger of the two national 

professional accounting societies into the 

American Institute of Accountants in 1936, 
the Institute membership has grown from 4,900 
to 21,000. There has been great progress, says 
the editorial, in co-ordinating the activities of 
the state and national societies of certified public 
accountants. The presidents of state societies 
are ex officio members of the Institute Council 
and the paid executives of the societies meet 
regularly, as an association, with the Institute’s 
staff. The Institute has a state society service 
department which is a clearing-house of informa- 
tion for the states. All officers, directors and 
committee-men of the state societies are being 
invited to a session on ‘State society management’ 
at the annual meeting of the Institute in October, 
and it is hoped that the outcome will be a pro- 
gramme of development activities for years to 
come. Commenting that still half the certified 
public accountants are not members of either 
state or national C.P.A. organizations, the 
editorial hopes for an increasing proportion. 


Government Reliance on Certified 
Public Accountants 

The editorial welcomes evidence that the fears 
of a few years ago that the Federal Government 
might compete with the accounting profession 
are proving groundless. As one example, the 
Rural Electrification Administration is said to 
have dropped its own auditing staff in favour of 
audits by certified public accountants, of the 
accounts of recipients of R.E.A. funds. 


The Economists’ Criticisms of Accountants 
Professor James L. Dohr, Professor of Account- 
ing, Columbia University Graduate School of 
Business, examines the economists’ criticisms of 
accountants. He contests the opinion that 
accountants only look back, citing the account- 
ant’s planning of finances, flexible budgets and 
standard costs as evidence to the contrary. He 
deals with the concept of income and the realiza- 
tion postulate, the accountant’s determination of 
cost and his failure to consider replacement and 


to deal with opportunity cost. As to replacement 
cost, he points out that both economists and 
accountants are divided. Professor Dohr shows 
that analysis in terms of variable and constant 
costs and much that is termed economic have 
been used by accountants for many years, and he 
claims that economic analysis is little more than 
the present accounting analysis. This article 
should stimulate accountants to some self- 
analysis and an appreciation of the growing need 
for the informed accountant of today to acquaint 
himself with economic theory. 


Shortening the External Audit 


Various means of using the clients’ own staff to 
save external audit time are explored by Mr 
James W. Porter, c.p.a. He states that while 
business men want to cut audit costs, they are 
learning that accountants, though critical and 
analytical in their audit techniques, have a more 
constructive side. Accountants must be ready to 
advise at a price within the client’s means. 


The Reporting of Income 


Professor R. K. Mautz, PH.D., GPA, of the 
University of Illinois, suggests that controversy 
as to the form of the income statement might be 
resolved by giving more emphasis to its reporting 
aspect and less to its form as a calculating 
schedule for the determination of net income. He 
says that the importance of accurate calculation 
has been over-emphasized and that a report 
headlining the net income for the year, followed 
by the other important facts, might correct this 
undesirable trend. ` 


The Controller, 
New York, August 
Scientific Sampling for Management and 
Accountants 

Claiming that for most purposes of planning and 
controlling business operations data need not be 
perfectly accurate, Professor John Neter, of 
Syracuse University, urges the advantages of 
scientific sampling for both cost saving and time- 
liness. Thus variances need to be revealed as 
soon as possible to permit correction in the early 
stages. Professor Neter explains how the use of 
statistical techniques enables the risks to be 
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known and their acceptability to be determined. 
He quotes the case of the Standard Register 
Company which changed to sampling from 
100 per cent inspection of sales invoices. The 
result, says Professor Neter, was a 47 per cent 
reduction in time spent in verifying invoices, 
with no loss of accuracy. He urges both manage- 
ment and accountants to study the basic concepts 
and tools of statistics. 


Corporate Debt Financing 

The American Institute of Management, New 
York, has issued a report entitled “The doubtful 
value of corporate debt’. The report states that 
during 1946-51, corporate debt in the United 
States rose 13-8 per cent compared with 6-3 per 
cent in 1922-30. It warns against the dangers 
of this expansion of business at the expense of 
creditors during inflation. The recommendations 
to management are that (1) equity securities 
should be the preferred means of raising capital, 
and (2) employee stock ownership should be 
explored as a source of equity capital since total 
wages and salaries paid in 1952 exceeded $177 
billion and accrued savings were nearly $19 
billion. 


Cost and Management, 
Hamilton, September 
Productivity through Participation 


Mr R. P. Pattee, of Canadian Tube and Steel 
Products Limited, tells of his company’s human 
relations training programme. It started two 
years ago with the management group, an en- 
thusiastic and experienced training supervisor 
being selected from the company’s personnel. 
Monthly sessions are held in groups of twelve to 
fourteen, and all forms of training technique of 
a participatory nature are employed. Recently 
the case study technique has been developed, the 
supervisors studying and discussing a company 
experience. ‘As a result the company is ‘more 
than ever convinced that the psychological needs 
of the labour leader and the worker can thus be 
‘met by a co-operative management. Labour- 
management production committees are now 
organized across the plant, each with equal 
representation of management and labour. They 
meet every six weeks to promote ideas from the 
workers for reduction, of costs or improvement of 
productivity, under the direction of the training 
supervisor. It has been found that such training 
at the management level reduces the reluctance 
of line supervisors to introduce the psychological 
desires of the workers. The company believes 
that such attention to psychological needs can 
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best cope with those demands of workers which 
cannot be met without encouraging an inflationary 
economy. 


The Canadian Chartered Accountant, 
Toronto, August 

Corporate Financial Statements . 
The editorial comments on a report by the 
Montreal Board of Trade dealing with corporate 
financial reporting in Canada. Of fifty-five reports 
only ten are said to have been rated as even 
75 per cent adequate in general layout, the 
majority falling in the 6o per cent group, while 
at least one was classed as 5 per cent adequate. 
Thirteen did not meet the statutory requirements 
of the Dominion Companies Act and only twelve 
gave details needed for an intelligent analysis 
of the profit and loss statement. On the same 
subject, Mr John A. Wilson, F.c.a., points out, 
says the editorial, that the trend towards resplen- 
dent brochures, illustrated charts and photo- 
graphs is aimed at influencing shareholders, 
bankers, suppliers, customers, employees, union 
organizers and the general public. He warns that 
by aiming at all, such reports fail to meet the 
requirements of any. 


Recruitment and Training for the Profession 


Nearly 3,500 students and about 450 newly 
qualified chartered accountants have been sent 
a questionnaire by the Canadian Institute’s 
committee on recruitment and training, says the 
editorial. This is hailed as an indication that the 
profession is facing its responsibilities for 
improving the methods of training for the pro- 
fession, to meet the demands of industry, 
commerce and finance. 


Course of Instruction for Chartered Accountant 
Students 

Professor W. G. Leonard, F.c.a., Director of 
Professional Courses in the School of Commerce 
and Administration at Queen’s University, dis- 
cusses the course of correspondence instruction ` 
of which he is director. Twenty-six written tests 
are given for each of five years, each year running 
to a fixed schedule. Each lesson is meant to take 
one week of study. Professor Leonard suggests 
that employers can best help their students by 
formally supervising the writing of tests, say 
once a month during the full course, with perhaps 
later meetings to discuss each test after it has 
been marked. It should be explained that the 
course in question is the official course of the 
Ontario Institute of Chartered Accountants. 
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ACCOUNTANCY AND COMPANY FINANCE 


SECURITY FOR BANK ADVANCES 
by The Rt. Hon. OLIVER LYTTELTON, D.S.O., M.C., M.P. 


HE London and District Society of Chartered 

Accountants held a luncheon on November 3rd 

at the Connaught Rooms, London, at which 
the speaker was the Rt. Hon. Oliver Lyttelton, 
D.5.0., M.C., M.P. The chair was taken by Mr W. G. 
Densem, F.C.A., chairman of the society. 

In a brief introduction, the , 
chairman said that they were 
grateful that Mr Lyttelton had 
been able to spare time from his 
manifold duties to come and 
talk to them. After a distin- 
guished career in the Army, he 
had gone into the City. He had 
rendered distinguished service 
to his country as Minister in 
various governments and was 
now Secretary for the Colonies. 


Mr Lyttelton’s 
Address 

Mr Lyttelton, who was re- 
ceived with applause, said: Mr 
chairman, ladies and gentlemen, 
as a Minister I was delighted 
to receive your invitation. As 
chairman of a company — which 
in my less controversial days was 
a pe which I once occupied 

should perhaps have felt 
more inhibited. 

As the business world pro- 
gresses, its leaders become more 
and more in statu pupillart to the distinguished 
profession which most of you who are here 
adorn, and short of offending the bank manager, 
the most impolitic thing for a business man to do is 
to offend the auditors. (Laughter.) Certainly his 
prosperity — and possibly on occasions his liberty — 
may be compromised. (Laughter.) Ministers, how- 
ever, are, as far as any class of the community can be, 
beyond your clutches. 


2 and 1 rarely make 3 
Speaking a little more seriously — but not much more 
~I think it is remarkable how, in a wide sphere, the 
general public really believe that facts are always 
facts. They persist in thinking that 2 and 1 make 3. 
Of course it is unnecessary to tell you that 2 and 1 
rarely make 3. (Laughter.) This is not a joke but a 
fact. You know that 2 and 1 make 3 only on the 
premise that the three units with which you are 
dealing are exactly similar in nature and, of course, 





in real life they seldom, if ever, are. (Laughter.) 
There used to be a wisecrack: one Englishman an 
idiot; two Englishmen a match; and three Englishmen 
a great nation; and somebody else said: one French- 
man an intelligent man; two Frenchmen a conver- 
sation; and three Frenchmen a ménage. (Laughter.) 
I only mention these things to 
point out what you all know well, 
that 2 and 1 in ordin life 
never, never, make 3. If you 
were to see Mr Attlee, Mr Bevan 
and myself on our way to a 
football match, you would say 
that that was not a case of 2 and 
1 making 3. (Laughter.) 
The same thing applies to the 
layman’s view of the profession 
the chartered accountant, 
which he thinks is solely con- 
cerned with figures and that 
figures are seldom’ a matter of 
opinion. I am not, of course, at 
all anxious to promulgate, es- 
pecially in political circles, the 
idea that figures are a matter of 
opinion, but you in your e 
sion know how frequently they 
are. How many of the laity 
really understand that most 
industrial debentures,- for ex- 
ample, are secured on goodwill? 





Eliot & Fry 


The Rt, Hon. Oliver Lyttelton, D.8.0,, M,C., M.P. 


Covered by Fixed Assets 


With the full approval of your profession, pros- 
pectuses continue to be printed which say that the 
debenture is covered three times by the fixed assets, 

‘covered’ being a word which in its turn covers a 
multitude of E. and O.E. (Laughter.) I build a factory 
to make what the Board of Trade calls ‘ladies’ knit- 
wear’. I spend £3 million on that factory and equip 
it with a great number of knitting machines to make. 
the wide range of knitted garments with which the 
female sex keep themselves warm and endeavour to 
entrap the other sex into matrimony or similar 
indiscretions. (Laughter.) 

Well, there is the factory. I put a debenture of 
£1 million on it and, with the approval of your pro- 
fession, I say in the prospectus that the debenture is 
covered three times by fixed assets. In the first year 
of its operations the factory makes a loss of £100,000; 
the knitwear ladders and is generally unattractive, 
but there we are, and what is the value of the £3 
million? To a jaundiced observer it would appear to 
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be very little, because all that it has been ‘able to 
achieve in the year under review-a phrase well 
known to you (laughter) -is a loss, and are things 

really assets which provide you with losses? That Ze 
a question with which you so frequently have to deal. 

However, the knitwear having been a failure, in the 
following year the debenture-holders, advised by 
your profession, enter upon their security and they 
are therefore faced with either carrying on the knit- 
wear manufacture under a new management and 
possibly with a new series of losses, or with selling the 
factory to a firm, say, of locomotive manufacturers, 
who want more factory space. 

The buildings are not high enough for locomotive 
manufacture and have to be modified, nor of course 
are any of the knitting machines particularly applic- 
able to the manufacture of locomotive parts. In 
short, the best bid they éan get for their factory is 
£300,000. Yet, you know, having read it in the pros- 
pectus, that the debenture is covered three times by 
the fixed assets. (Laughter.) In my imaginary instance 
it would appear to me that the dekenture exceeds the 
fixed assets by three times. 


Relation between Fixed Assets and 
d Debentures 


Of course this is all child’s play to you, but there still 
remains the idea that the relationship between fixed 
agsets and debentures in fact gives a debenture- 
holder a security. He has that security, of course, 
always provided that the fixed assets are fruitful. Few 
industrial debentures are secured ŝo well, but, of 
course, you must not say so. (Laughter.) 

Again, let us suppose that on a corner site in the 
centre of this metropolis I have a large theatre. I 
borrow half a million pounds upon that theatre in 
nice fat debentures bearing sẹ per cent issued at 97 
and redeemable at 105. The theatre happens to be so 
constructed, and the rates and taxes upon it are so 
expensive, that only. the longest runs — and they are 
not by any means an invariable feature of theatrical 
productions ~ will make me a profit. 

In this case just the reverse arguments begin to 
appear. As long as the theatre remains a going concern 
and does not’ go bust, the debenture-holders are 

perpetually worried as to whether they are going to 
get their interest, but the moment it does go bust and 
the debenture-holders enter upon their security they 

- may sell it, and they are paid off at 105, so that in this 
case the last thing the debenture-holders want is for 
the concern to trade at a profit. (Laughter.) 

T mention these two examples, which no doubt are 
„elementary to you, with great diffidence before so 
experienced and intelligent an audience because I 
wish to underline the ae that the laity think that 
figures are figures and that the profession of the 
chartered accountant deals only with facts. Actually 
it deals with matters of opinion and it is because you 

- are so alive to the pitfalls — some simple examples of 
which I have quoted — that your profession is held in 
such high esteem both by the business community — 
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who must hold it in esteem to survive (laughter), 
and also by Ministers, who will possibly survive 
without it. (Laughter.) 


The Chartered Accountant’s Service to the 
Public and the State 

Speaking more seriously, I think it is true to say 
that there are two bodies perhaps at the head of the 
list which have done estimable service to the public 
and to the State over company management and 
company finance; they are The Institute of Chartered 
Accountants and the Council of the Stock Exchange. 

The scandals which sometimes used to attend the 
management of joint stock companies and the issue 
of their securities to the public have been enormously 
reduced by the wisdom and perspicacity by which 
chartered accountants and the Council of the Stock 
Exehange have dealt witli these matters, but you 
would be the last to say that there are no loopholes 
through which the dishonest may escape. 


Holding Companies 
Indeed, it has always appeared to me that whilst the 
Companies Act ~ as revised by my great friend Lord 
Justice Cohen, and his Commission — is a wonderful 
piece of work when applied to single companies, it 
is less satisfactory when it applies to the modern 
system of holding companies and their subsidiaries. 
I would not attempt, because it might help some 
people who do not know, to describe how dishonest 
péople running a holding company with subsidiaries 
could keep within the law and get away with a great 
deal which would be highly E It will 
have come, no doubt, a the course of your pro~ 
fessional life, to see cases where the shareholders’ 
assets were legally distributed by way of dividend, 
and I think it would be fatal if I were to describe how 
if I wanted to do it I could. I should not be asked to 
this lunch but I should still be at large. (Laughter.) 

I have been connected myself, when not a Minister, 
with holding companies all my life, and I have always 
asked the board and the auditors of these companies 
to scrutinize all their transactions with more than 
usual care, because I did not feel, and still do not feel, 
that the law pays sufficient regard to the group of 
companies, as opposed to the single trading or finance 
entity. 

That, of course, leads me into the vexed subject of 
how far the law hampers the just in order to prevent 
the unjust getting away with it, and here is admittedly 
the most difficult of all subjects connected with joint 
stock companies. 


Auditors and Control of Companies 
I often used to feel that we have already gone a bit 
too far and that the auditors of a company were 
getting very near exercising a control over its policy 
in ways which, the management would think un- 
desirable. These feelings generally arose in my. bosom 
about February, when our friends the auditors 
started upon their annual inquisition, but after the 
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annual general meeting, I felt as a rule that whilst we 
should go no further, on the whole we had struck a 
reasonable balance between the industrial arthritis 

“of too much law and too much inquisition and the 
equal disease of a sort of free-for-all in a world in 
which rogues will again be seen, as they have been, 
in the past. (Laughter.) 

I have always admired the wisdom with which our 
own auditors walked along the razor-edge of keeping 
a great and powerful company in order without at the 
same time hampering legitimate trading and manu- 
facture. You will perhaps think it slightly out of place, 
but I hope not, if I tell you that I do not expect 
chartered accountants to run the policy of the com- 
pany, and have always resisted any attempts that they 
should do so. It is unfair to them to expect them to 
do it. 

Valuations of Going Concerns 

Again, chartered accountants’ valuations of going 
concerns are matters which should be dealt with by 
the company director with great circumspection. I 
have never sold a company upon a chartered 
accountant’s valuation; I have bought many. (Laugh- 
ter.) When some young aspirant to commercial 
honours asks me for a piece of advice ~and I have 
been accustomed to give them many pieces of advice ~ 
one of them would be: ‘Never sell a company on a 
chartered accountant’s valuation, but if you can buy 
one upon it you will, in the long run, prosper.’ 
(Laughter.) 


Study the Theory of Business 


As a digression, I mention a further piece of advice 
that I give — and quite wrongly I was recently critic- 
ized by the Press for giving it —is that a young man 
should study the theory of business, how the machine 
works upon a theoretical basis, how the money 
market works, and the meaning of exchanges, before 
plunging into the practice of business. 

It was in these matters that I once said that I did 
not like amateurs. No one in trade or industry, for 
example, should be without a profound knowledge 
of the banking system and should know why the 


banker differs from any other kind of trader. You and ' 


I know quite well that it is because he has to pay his 
liabilities on demand, and you and I know that a 
reputed Rembrandt or even a reputed Renoir is not 
the best pledge that you can make to a bank for over- 
trading in your private business. 


Securities for Bank Advances 


But I am sure it has come as a surprise to you, in the 
course of your life, how often traders think that such 
things are suitable securities for bank advances. How 
often, if they are not careful, are banks’ advances 
invested in plant and buildings, often without the 
directors being really aware of what they are doing. 
Yet banks’ advances are quick, and bricks and mortar 
are slow, when we are speaking of assets. 

Another piece of advice that I give is an aspect of 
the same thing; it is that on the whole a man would 
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be well advised to study a different sort of business 
from the one which he will eventually embrace. The 
trader who knows what an acceptance credit is, who 
knows the liabilities of the endorsers of a bill of 
exchange or of a cheque, a trader who has a glimmer 
of what c.i.f. means, starts at a great advantage over 
a great many of his competitors. 

How many of the young men working their way 
up in business know exactly when the property passes 
on a cif. contract, and since very few people do 
know, he is unlikely to pick it up unless he has made 
a particular study of it. Can anyone carry on the sale 
of industrial commodities efficiently without knowing 
something of the law of condonation, which has 
trapped many of the unwary? 


Definition of an Asset 

All this is a digression, and leads me back to why I 
am so glad to have had this opportunity of addressing 
you, because I am about to give a definition of an 
asset which I am sure will astonish the business world. 
An asset is what a leading firm of chartered account- 
ants will certify as an asset. (Laughter.) I can think 
of no other definition which would be satisfactory, 
and let me again give an illustration of what I mean. 

Lyttelton & Co, bankers, lend the State of Ruri- 
tania, say, {10 million at 5 per cent, redeemable at 
the option of the lender after seven years at 105, and 
to be redeemed in any case in fifteen years at 105. 
The Ruritanian finances are rather of a musical 
comedy nature and a number of unorthodox devices 
are resorted to by the Government of Ruritania to 
pay their interest. Let us suppose that when the loan 
falls due in fifteen years’ time, so far from having 
£10 million to repay, they would have some difficulty 
in collecting £500,000. 


A Shock 


If at that moment you have got some Ruritanian 
‘fives’ in your portfolio and you can go to your 
auditors and ask them what they value them at, you 
will get a shock, and you will probably be involved 
in using some of your current profits to write down 
this part of your portfolio. The wiser people wait until 
Lyttelton & Co, the loan being about to mature, lend 
the Ruritanian Government another £15 million at 
974 plus the first coupon. (Laughter.) The new 
Ruritanian 68’s are a good market as the Ruritanian 
Government has not defaulted either upon the, 
interest on its previous loan or upon its repayment; 
in other words, your new loan valorizes both itself 
and the loan which went before it. (Laughter.) 

I freely admit that this is a somewhat frivolous 
instance, but I give it as an example of how dangerous 
it is to ask people to value your assets unless you have 
at the same time, by other means, secured that they 
will regard them as assets and not as pieces of paper. 
All sorts of financial and exchange crises have 
occurred by lenders precipitately asking that loans 
should be paid back and have, by one stroke 
of the pen, bankrupted their clients, cost them- 
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selves heavy losses and frozen up international trade. 

And that leads me to one last remark which may 
strike you as being a paradox: that on the whole it will 
be found that there is only one way of lending money, 
and that is upon the expectation or calculation that 
you may get it back. Finance corporations, which are 
sometimes asked to lend money upon other consider- 
ations, especially to small traders, have indeed a 
difficult task; they are as a rule beaten by the factor 
of diversity. 

Impossible for a Banker 


It is, in practice, almost impossible for a banker who 
is lending against security to judge the merits at 
vo a.m. of a business making brass bedsteads, at 
10.30 of one running a hotel, at 11 o'clock of one 
operating trawlers, at 11.30 of one engaged in the 
hire-purchase of refrigerators, at 12 o'clock of one 
engaged in a chemical process, and at 12.30 of one 
rolling steel billets into a variety of products. The 
banker is repulsed by the diversity of the judgments 
which he has to make. He would not have the 
difficulty in judging the security offered. 


‘What is Your Security ?’ 
You would not find a board of directors who could 
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deal with all these matters in one day, so that bit by 


. bit the banker is gradually driven back to saying, 


‘What is your security? I cannot judge the prospects 
of your business. I know you from my experience to 
be both an honest and a clever man.’ Both these 
attributes are desirable for bankers’ customers. The 
personal knowledge of the client- I hope I do not 
over-generalize ~ 1s more likely to be obtained by the 
banker who sees his client at the golf club and notices 
that he does not ground his club in a bunker, than 
by a finance corporation which only sees him in the 
board room. 

I think, however, that the laity should be aware, and 
more aware than they are, of the nicety of judgment 
which you require in threading your way through the 
maze of modern commercial trade, banking, insur- 
ance and finance, and making so few mistakes, to be 
able to say at the end, as I think you can say: ‘We have 
safeguarded the public without strangling enterprise. 
We have not bound enterprise with pedantic chains, 
but have still left with them that flexibility which is 
necessary when they have to confront and solve the 
myriad problems which throng in upon. them in 
1953. (Applause.) 

A cordial vote of thanks was passed to Mr 
Lyttelton. ~- 


WEEKLY NOTES 


Valuation of Shares for Estate Duty 


In our issues of November 7th and 14th we briefly 
mentioned the appeal by petition before Mr Justice 
Danckwerts against the determination by the Inland 
Revenue that 43,698 {1 ordinary shares in John 
Holt & Co (Liverpool) Ltd were worth 25s per share 
on March 11th, 1948, when Mr R. L. Holt died. The 
value put forward by the trustees of a settlement to 
which the shares were subject was 17s 2d per share. 
Reading a reserved judgment last Wednesday, his 
lordship said that the evidence of expert witnesses 
tendered by the Inland Revenue was open to criti- 
cism in that it did not take full account of the fact that 
the high profits made by the company in several years 


before 1948 were made in the war and in the post- . 


war inflationary periods. Moreover, this being a 
small minority holding, the hypothetical purchaser in 
1948, postulated by the Finance Act, 1894, Section 7(5), 
.would have had no prospect of being able to influence 
the policy of the company or of re-selling the shares 
free of the severe restrictions on transfer imposed by 
the articles. His lordship had come to the conclusion 
that the proper value was 19s per share and he gave 
judgment accordingly. He also awarded costs to the 
appellant, rejecting the Crown’s submission that only 
three-quarters of the appellant’s costs be allowed. 
Counsel for the Inland Revenue was refused leave 
to appeal to the Court of Appeal. It is, of course, still 
open to the Inland Revenue to apply to that Court 
for leave to appeal. We hope to discuss this case in 
more detail in a leading article next week. 


Savoy Hotel Ltd 


Last week we reported that the Board of Trade had 
agreed to investigate the ownership of preference 
and ordinary stock of Savoy Hotel Ltd which had 
recently changed hands. The Board have now 
announced that the application was made by not 
less than 200 members of the company under 
Section 172 (3) of the Companies Act, 1948, and 
that Mr J. B. Lindon, 0.B.E., Q.C., has been appointed 
as Inspector for the purpose of determining 
‘the true persons who are or have been financially 
interested in or able to control or materially to 
influence the policy of the company, with par- 
ticular reference to stock in which dealings have 
taken place on or after August 4th, 1953.’ 
Mr Lindon is to report on this matter in such manner 
as the Board direct. The publication of his report 
will be awaited with interest for it is almost certain 
to give guidance on matters of general concern in 
relation to company law. 


Steel Pool and the Export Cartel 


Anti-cartel sentiment has been pronounced within 
the High Authority set up under the Schuman Plan 
ever since its inception. Its views on price-fixing have 
all along been on the need for maximum rather than 
minimum levels. These views have been conveyed to 
the constituent concerns of the coal and steel com- 
munity with some force from time to time. 

‘Two weeks ago the issue flared up again when the 
vice-president of the High Authority called upon the 
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steel producers to dismantle their export cartel which 
was set up last May. The High Authority has let it be 
known that if the producers do not do so themselves 
the High Authority will act itself. 

. This week the High Authority has in fact taken the 
matter a stage further. It has called a meeting of the 
Advisory Committee for December znd. This pro- 
cedure is necessary before the Authority can attempt 
to fix minimum and maximum prices for exported 
steel from the Schuman community. Consulting the 
Advisory Committee is an essential step for action 
of the kind contemplated, but the High Authority 
does not need: to follow the views of the Committee 
once they are given. Those opinions are likely, how- 
ever, to be interesting, for consumers, producers 
and labour are all represented on it. : 

The whole outcome hangs on the treaty under 
which the High Authority was set up. In addition 
to this controversy about export prices there already 
exists one about price-fixing in the domestic market. 
In the second year of its existence the High Authority 
is attacking on a wide front in its efforts to weld the 
diverse coal and steel interests of Western Europe 
into a homogeneous group. 


Airlines versus Shipping Lines 


Addressing the Glasgow Shipowners’ and Ship- 
brokers’ Benevolent Association this week, the 
President of the United Kingdom Chamber of 
Shipping discussed the growth of competition be- 
tween ships and aircraft on the world’s main routes. 
The remarks were especially significant in that they 
must constitute one of the first, if not the first, 
allusion from the representative of a major shipping 
organization to the possibility of severe competition 
between these two methods of transport. 

Until comparatively recently the big shipping 
lines which take the cream of the sea-going passenger 
traffic inclined to the view that they need fear no 
acute competition from the air for a long time and 
that there would always be a large proportion of the 
public who would prefer to travel by sea. On Monday, 
however, Mr Anderson, the president of the Chamber 
of Shipping, pointed out that reductions in air fares 
were going hand in hand with demands for subsidies 
from airlines which was a form of competition that 
shipping was bound to consider unfair. 

There is more to it than this point, of course. 
Those shipping companies with large passenger fleets 
(large at least in terms of capital invested in them) 
must sooner or later face the replacement of their 
vessels and clearly replacement costs are going to be 
astronomic for such vessels as the two ‘Queens’. 
Modern aircraft are expensive enough to replace 
but they are not likely to present as severe a problem 
to public corporations as are the ‘Queens’ to a 
publicly-owned company like Cunard. But the large 
passenger ships will have to be replaced or the big 
shipping companies must re-think the whole of their 
building policy. 

This week has seen a subject raised which is going 
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to be debated and argued about extensively between 
airlines and shipping lines over the next few years. 


Record Steel Production 


The steel industry is now within sight of its target of 
production for 1953. Figures released recently for 
October show output at an annual rate for the month 
of 18-46 million tons. With the prospect of a good level 
of output for November there seems every prospect of 
the industry reaching its target of 17-5 million tons 
for the year even when allowance is made for a 
decline in output during December. 

Last month a new record was set up in pig-iron 
production as well as in steel. The month’s output 
was at an annual rate of 11-5 million tons. This means 
that although pig-iron production is now buoyant it 
will be slightly slower than steel to reach its target 
set in the steel industry’s development plan. 

From the beginning of 1954 onwards, however, 
the rate of expansion of pig-iron capacity will become 
increasingly the crucial factor in raising steel pro- 
duction to the level of 21 million tons set for 1957. 
The second development plan for the industry throws 
the expansion of the industry’s capacity increasingly 
on pig-iron over the next three years. 


Industrial Production and Prosperity 


The close of the summer season has seen the recovery 
of the official index of production from the low level 
which is always associated with summer holidays. 
The provisional figure for September which has 
been issued recently gives every promise of a high 
rate of industrial output in the fourth quarter of this 
year. At 125°6 the index compares with 115 in the 
same month of 1952 and with 121 for September 
1951. The provisional calculation does not include 
such industries as chemicals, engineering and wool 
so it has to be treated with reserve. 

The economy is now moving rapidly out of an era 
of shortage into one of plenty so far as the supply of 
raw materials is concerned. Under such conditions 
the official index of industrial production plays a less 
important part than it did as an indication of econo- 
mic prosperity, encouraging as present figures may 
be. The index becomes more and more a useful 
indication of the recent past and less and less a 
reliable guide as to what is just round the corner. 

At the moment the index is a token of industrial 
propery but a slightly less encouraging picture 
would be divulged by the order books of quite a" 
large number of ship building and heavy engineer- 
ing companies if they were available for publication, 
and it is by no means certain that the vehicle 
industry will be able to sustain its present high 
level of output. Commercial vehicle production has, 
of course, been falling for some time. It has to 
be remembered, too, that it is one thing to take 
encouragement from a high level of output; it is 
quite another to assume that such a maintained flow 
of goods and services will automatically find a market 
just because they have been produced. 
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FINANCE AND COMMERCE 


Quieter and less active conditions have developed in 
stock-markets. Less optimistic appraisal of the export 
position and the dangers of another round of higher 
wage claims have prompted the development of 
profit-taking in a market which has enjoyed a steady 
rise for some months. Pressure to sell is light but for 
the present, investment support has been largely 
withdrawn. 


Fishing Accounts 


This week’s reprint gives the consolidated portion of 
the accounts of Trawlers Grimsby Limited, whose 
industry has recently been in the forefront of the 


news. This annual publication is attractively pre- 


sented. The front cover carries a graphic picture of a 
heavy sea coming in over a trawler’s deck; inside is a 
delightful study of seagulls seen through a porthole; 
and on the back cover are scenes in port in the fish- 
sorting and weighing sheds. The accounts may be 
viewed in the light of a resolution to distribute one 
ordinary share for every two 5s stock units held, by 
way of a capitalization of £94,035 of general reserve 
to bring issued capital more into line with capital 
employed. 

In his statement with the accounts, Mr J. Carl 
Ross, the chairman, draws- attention to the effect of 
rising costs, which between 1948 and 1953. have 


increased by 50 per cent for the major items in distant’ 


water trawling. He instances fuel, gear, technical 
apparatus and certain crew expenses determined: by 
factors outside the owners’ control. As against the 
50 per cent increase in costs, the price of cod, he 
says, rose by only 6 per cent. 

In addition, he states, ‘the continual rise in the cost 
of new tonnage is getting quite beyond all reasonable 
proportions and at the present time it is quite im- 
possible to earn sufficient to cover interest charges 
and ee costs on such vessels’. 


important Background 


Mr Ross refers to ‘much publicity’ given recently 
to imports of Icelandic i He maintains that 
Iceland cannot produce cheaper fish ‘than the British 
trawler fleet and that if there is some special reason 
for lowering prices because of Iceland wishing to 
‘break ‘into the British market again, prices must rise 
later for purely economic reasons. The Icelandic 
industry, he maintains, cannot survive at prices 
below those at present ruling. 

‘It is perhaps of interest once again to state,’ says 
Mr Ross, ‘that the present ban on Icelandic caught 
fish arises purely because of the arbitrary manner in 
which that country has fixed a fishing limit seawards 
to the exclusion of our own fishermen who ‘have 
been fishing in those waters for over fifty years.’ 
Mr Ross might also have added that in the interests 
of the conservation of those fishing grounds, Icelandic 


trawlers have, with the British vessels, also been 
excluded. 

There is, in fact, a very important background to 
be considered in any consideration of the efforts of 
British trawler owners to’ keep Icelandic trawlers 
from British ports. The first point is the fifty-year 
commercial treaty of root between Britain and 
Denmark which among other things defined the 
territorial waters of Iceland, then a Danish posses- 
sion, as three miles from the coast ~ the ‘three-mile 
limit’. In 1949, Iceland, then independent, announced 
that this definition of territorial waters would not be 
continued when the treaty finished in 1951. When 
that time came, the British Government asked for 
and was given deferment of action until Norway had 
settled a similar question at the International Court 


at The Hague. 





*TRAWLERS GRIMSBY LIMITED 
Consolidated Profit and Loss Account, Year to March 3Ist, 1953 


1952 
£ Trading Profits of the Group Indudin 























£ 
applicable to prior years of eet DW (i952 
277,337 19, 243,563 
H Income from Trade Investments ` 3,774 
26 Sundry Interest Recotvabla we 529 
279,053 247,866 
Deduct 
Interest payable: £ 
12,500 p Par cene Loan Stock Wa 2,500 
4,407 Bank and Other Interest. . 7,015 
we 19,515 
125,000 Provision for Depreciation .. 120,000 
Directors’ Emoluments; 
1,000 For Services as Directors .. 1,000 
13,663 Other Emoluments $3,644 
anaana AGH 
Auditors’ Remuneration In- 
2,910 cluding Expenses .. 3,756 
Provision for Taxation on 
Profits of a yars 
21,657 Profits Tax . oe 9,355 
44,313 Income-tax £38,423 
=> Less Tiansior from $ 
Initial Allowances 
Suspense Account 22,500 35,923 45,278 203.193 
225,450 
53,603 Net Profit of che Group on DI 44,673 
. Lass Net Profits Ze Subsidia Compantes 
F437 attributable to Outside Shareholders 434 
52,466 239 
6,418 Add Provisions no longer required 5,474 
Net attributable to Trawlers 
58,884 Seimedy Limited 713 
. Less Net Profit reeained by Subsidiary 
28,563 Companies 9,442 
30,321 Net Profit Se Trawlers Grimsby Limited 40,271 
Add Balance brought forward from 
43,113 previous yaar .. 42,782 
73,434 ` 83,053 
Amount Available 
Dealt with as follows: 
10,000 Transfer to General Reserve 10,000 - 
6 per cent Preference Dividend for’ year to 
5,879 dare less tax DÉI 6,772 
4,899 Interim Dividend of 5 per cent lens tax |. 4,937 
Proposed FI del Dividend of 10 per cent 
9,874 tax 10,344 
30,652 - ` í 
£42,782 Balance carried forward to next year .. £51,000 
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Drawing the Line 
Norway succeeded mm "a claim that her territorial 
waters should be defined by lines drawn from head- 
land to headland with a minimum of four miles 


instead of three. Iceland now wants a similar con-- 


cession. Britain is not prepared to consider the 


. extension from three to four miles but while not 


rejecting the general principle of the ‘straight-line’ 
method, maintains that the lines have not been 
properly drawn. 

Both sides are pideared to uie the case to The 
. Hague Court, Britain on the drawing of the lines and 
Iceland on that point and on the four-mile limit. 
But Iceland refuses to proceed to Court while British 
trawler owners continue to exclude Icelandic vessels 
from British ports. Thus the way to Court for a 
settlement of what is fundamentally an international 
dispute is blocked by the private-enterprise industry 
of one of the parties. 

We recite these facts which present the case in a 
nutshell, because we feel that the ‘true and fair 
view’ of auditors’ reporta on accounts should extend 
in spirit to directors’ reports, chairmen’s statements, 
and other subject-matter which accompanies accounts. 


Finance for Exports 
Acting on the Chancellor of the Exchequer’s sugges- 
tion, in his last Budget speech, that the question of 
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supplying adequate finance for exporters turns largely 
on the problem of making more widely known the 
financial facilities that already exist. The Credit 
Insurance Association Ltd has made a survey of the: 
position. The findings are set down and discussed in 
Finance for Exports. 

This .survey covers the activities of the mon 7 
market and the extent to which the Bank of Englan 
the clearing banks, the overseas commercial banks 
and the merchant banks or accepting houses, cover 
the financial requirements of the exporter. It also 
deals with the facilities provided by the Export 
Credits Guarantee Department. 

Broadly, the conclusion is reached that the survey 
confirms the Chancellor’s suggestion and for the 
accountant who may be called upon for advice on 
the subject, Finance for Exports provides much 
useful background information. 


Money Market 


Applications for Treasury bills on November zoth 
totalled £374,480,000 and maintaining the bid at 
£99 or 6d, the market obtained about 43 per cent of 
requirements. The average rate was reduced slightly 
to £2 1s 10-92d per cent and this week’s offer is for 
£240 million. Comesponding maturities total £280 
million. 


REVIEWS 


Studies in Management Techniques 
. by G. W. Briggs, A.C.W.A., AAA." 
(Gee & Co (Publishers) Ltd, London. 21s net) 


This useful survey of management theory and 
practice, starts by discussing the nature of me 
ment and describes in turn what is required 

and how it is enabled to meet these requirements. 
As an accountant himself, Mr Briggs naturally does 
not overlook. the viewpoint of his profession; he 
devotes one of the six parts of his book to management 
tools and controls, in which there are chapters on 
budgeting and other control techniques.. 

Man anagement has so many aspects (this perhaps 
accounts for its relatively late emergence as a distinct 
field of knowledge), that it is gratifying to find a 
volume which brings one up to date. Managers, but 
particularly those accountants who have close 
association with ement, will find this volume 
most helpful in crystallizi 
work, i 

Inflation - Its Treatment in Accounts” 
by B. J. Davis, F.C.A. 

(Gee & Co (Publishers) Ltd, London. xos 6d net) 
Many accountants throughout the business world are 
considering whether the traditional method of pre- 
genting accounts can bè adjusted to take into account 
changing’ price levels, Mr B. J.. Davis, F.C.A., » has 


ing their ideas about their 


boldly come forward with an original system of 
dealing with inflation in accounts based on accounting 
principles and contrasted with the methods of the 
historical cost and replacement value schools of 
thought, 

Mr Davis does not approve of historical cost but 
he does approve of historical research and we are 
given long quotations from Mr Huskisson, M.P., who, 
in 1810, prepared a memorandum on ‘the question 
concerning the depreciation of our currency stated ` 
and examined’. ‘The British Association in “1890 ‘also 
considered reports on a monetary standard. No action 
was taken, however, and in 1953 we are still groping 
for a solution to the problem of preparing 
sheets, all the items of which are likely to be composed 
of sterling representing different price levels. 

Mr Davis gives a practical example of the system . 
he advocates by taking a simple balance sheet at 
December 31st, 1952, prepared in a normal way, and 
converting it by a series of journal entries to another 
balance sheet in terms of ‘1952 sterling’. To simplify 


- the illustration he takes only three price levels — 1914 


sterling, treated as being the equivalent of £5 in 
1952 sterling, and 1939 sterling treated as £3 in 1952 
sterling. 
The difficulties of this method are that: 
(a) it is doubtful whether the equivalents of £5, £3 
or any other figure would be universally 


November 28th, 1953 


accepted for different businesses and different 
industries; and 

(b) there is no argument for limiting these price 

changes to 1914 and 1939, or any other dates. 
Mr Davis appreciates these points: 

‘One practical difficulty, and indeed a difficulty of 
fundamental importance, is to find the appropriate 
index numbers showing the variations in sterling. 
So far as can be ascertained no reliable index numbers 
have been prepared.’ 

It is significant that in the given balance sheet there 
are no debtors. We hesitate to contemplate the com- 
plications that would arise if the debt were not 
immediately payable. One notable change is clearly 
stated: the Get capital which in the normal 
balance sheet was £6,000, becomes £30,000 in 1952, 

_so that the preference dividend is no longer based on 
£6,000 but £30,000. If £30,000 new preference 
capital were raised in 1952, the shareholders might 
presumably have to face the prospect of a dividend 
on, say, £20,000 in 1962. 

Anyone studying this book should have by his side 
Mr W. H. Lawson’s clear discussion of the problem 3 
It is easy to criticize Mr Davis but we must be grate- 
ful for this novel outlook on a difficult matter. We 
agree with him that if the community were in earnest 
it would not be impossible to prepare and use index 
‘numbers of sterling values. Whether accountants 
would welcome such index numbers is another 
~matter. 


Other People’s Money 
by Donald R. Cressey, Ph.D. 
(The Free Press, Glencoe, Illinois. $3.00) 


The author calls his book ‘a study in the social 
‘psychology of embezzlement’, He has set down the 
case histories, many of them obtained in personal 
interviews, of a large number of individuals convicted 
‘for fraud and has attempted to analyse their behaviour 
before, during and after committing the defalcations. 
He has noted the circumstances in their lives which 
;may have induced them to embezzle money and has 
‘compared their conduct with that of other people in 
positions of trust who have had similar reasons for 
misappropriating funds but who, because of higher 
standards of integrity, have resisted the temptation. 
Professor Cressey’s evidence and findings make 
thoughtful reading but his conclusions are necessarily 
limited because the field of study which he has chosen 
is, unfortunately, vast and the highly individual 
circumstances of each case make generalizations on 
ep subject difficult. 
“The Stock Exchange Official Year Book, 1953 
Volume II 


eo Skinner & Co (Publishers) Ltd, London. 
Vols. I and II, £7 net) 


Volume II of The Stock Exchange Official Year Book 
completes the 1953 edition of this standard work of 





1 The Accountant, February 28th, 1953. 
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reference to all securities quoted on the London and 
associated stock exchanges. This volume contains the 


two largest groups of companies, commercial, in- 


dustrial, etc., and mines, while Volume I contains 
all the other groups of securities, including govern- 
ment securities, banks, breweries, insurance, iron 
and steel, and investment trusts. 

Volume IT includes the index to both volumes and 
the number of entries exceeds 26,000, including 
reference to many hundreds of controlled or sub- 
sidiary companies which are named in the notices 
of their parent companies. The new volume also 
gives a summary of the notices in the whole edition 
from which it will be found, inter alia, that the 
number of London quoted securities dealt with in 
the two volumes is nearly 10,000. In the 1953 
edition there are about seventy-five new notices of 
companies and details of a dozen new government 
and corporation securities. The commercial and 
industrial companies are also classified in a separate 
index under 100 headings of products and services. 
A new feature this year is a list of the securities 
quoted on the Johannesburg Stock Exchange "mm ` 
which dealings are permitted in London. 


The Register of Defunct and Other Companies 


(Thomas Skinner “& Co (Publishers) Ltd, London. 
£1 Ios net) 


This book published at the same time as Vol. II of 
The Stock Exchange Official Year Book, contains 
the constantly accumulating information as to the 
demise or reconstitution of securities and companies 
which have passed out of the previous editions of 
that work. It is the only publication which records 
the effects of the nationalization schemes on the 
securities taken over, and as a record of ‘defunct’ 
securities is an indispensable time-saver for all who 
are engaged in dealing with deceased estates. 


RECENT PUBLICATIONS 


Tue Dentists HANDBOOK ON LAW AND Erca, by W. R. 
Tattersall, F.D.S., H.D.D.R.C.8, EDIN., L.D.8. U.ST.AND., and. 
H. D. Barry, Barrister-at-Law, with a section on income- 
tax by W. Donald, c.a. xiv-+328 pp. 84x54. 28s net. 
Eyre & Spottiswoode Ltd, London. 

Tre Temp (CUMULATIVE) SUPPLEMENT TO DyMonn’s 
Deara Durres, Eleventh Edition, Robert Dymond and 
Reginald K. Johns. xvii-+129 pp. 9x6. ros 6d net; 
main work and supplement, 75s net. The Solicitors’ Law 
Society Ltd, London. 

An OUTLINE op STATISTICS, Fourth Edition, by Samuel 
Hays, 0.B.E., B.COM.(HONS.), F.1.8. vii + 289 pp. 74 X 5. 
ros 6d net. Longmans, Green & Co Ltd, London. 


ı BUDGETARY CoNTROL AND STANDARD Costs, by J. A. 


Scott, C.A., F.C.W.A,, AM.LLA, x + 213 pp. 9 X 54. 
18s net. Sir Isaac Pitman & Sons Ltd, London. 

Tax CASES REPORTED UNDER THE DIRECTION OF THE BOARD 
or INLAND REVENUE, Vol. 34, Part 5. pp. 207 -— 287. 
Part 6, pp. 286336 Part pp- 337-388. 94 x Z, 1s 6d 
net each part. H.M O. Londo 

THIRD SUPPLEMENT TO SE Tax, Sur-Tax AND PROFITS 
Tax, Thirteenth Edition, by E. Miles Taylor, ¥.c.a., 
F.S.A.A.. IX pp. 84 X 54. 1s 3d net. Textbooks Ltd, 
Harpenden, Herts. 


610 


THE ACCOUNTANT 


CORRESPONDENCE 


November 28th, 1953 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editer does not necessarily agree with, or hold himself responsible for, the opinions expressed, 


“The Sacred Cows. of Taxation’ 


Sir, ~ Your contributor’s delightful article entitled 
“The sacred cows of taxation’, in the issue of The 
Accountant of November 21st, 1953, will entertain 
many, I think. It is to be hoped that the Royal 
Commission’s report will contain reccommendation 
for the Board of Inland Revenue to be early canon- 
ized, that no man may be denied his democratic 
right to be ‘highered’ and fired. 

One point in your contributor’s article is a little 
puzzling, however. He says: 


“The Board of Inland Revenue have tried since 
early in the Second World War to get the Inspectors 
to limit their examinations to sample checks: with 
what success, the average practitioner can judge.’ 
If the Board of Inland Revenue has ceased to 

_ exercise effective control over its inspectorate, does 
this heavenly body presently revolve under the 
original impetus of its own inertia? Like the moon? 

Yours faithfully, 
Bromley, Kent. B. KENNETH FLETCHER. 


{Mr Alun Grier Davies writes: Accustomed though I 
am to Celtic exuberance, I must confess that your 
correspondent’s firecracker style baffles me completely. 
. I do not even know whether I can attempt to answer 
his question, as I am not now on the Board of Inland 
Revenue’s mailing list, and cannot therefore give any 
authoritative comment on their relationship with Her 
Majesty's Inspectors of Taxes. I feel, however, that 
the sturdy independence of the decentralized service is 
typified in a report made by Angus Fletcher, the 
Scottish Comptroller-General, to the Board of Inland 
Revenue in the middle of last century. After taunting 
the Board with having tried to exercise detailed super- 
vision over Scotland, he said: 

If I am charged with undue laxity, inasmuch 
as I have wholly repudiated the scalping knife, the 
hot iron, and even the fly blister, except when 
absolutely necessary, I answer that charge by an 
appeal to the present state of the collection of the 
direct taxes. have always recognized the 
truth of the proverb “On prend plus de mouches avec 
du miel, qu'avec du vinaigre” . 

If we had more of the sweetness and light exuded by 
the spirit of Angus Fletcher, there would be. fewer 
stockbrokers shaking their fists at the Revenue from 
beyond the grave, and demanding that their executors 
bury them with their backs to Somerset House.] 


Sm, — May I say how pleased I was to see Mr Alun 
Grier Davies’ delightful and learned article in last 
week’s issue. Is it too much to hope that the trumpets 
of Joshua have sounded the first blast about the walls 
of Jericho? 

Mr Davies says: 


1 A Hundred Years: The Board of Inland Revenue, 1849- 


1949, by Wyn Griffith, (1949), published by the Board of 
Inland Revenue, at page 31. 





“Traditionally, the Inland Revenue has had great . 
powers in reserve to allow it to exercise, with due 
authority, the management of the taxes. It is time 
that the right to exercise these powers was subject 
to the light of reason... . 


May I suggest one small matter which, if tackled 
reasonably, would save a vast amount of admini- 
strative time, both to the Revenue and (more) to 
practitioners. An infinite weariness is the annual 
correspondence on repairs and renewals — capital 
versus revenue. “The meticulous chasing of pennies’, 
to quote Mr Davies again, is here carried to the 
point of lunacy, neither side really knowing how the 
taxpayer will be affected in the long run, whichever 
view prevails! Could we not have a sane, broad- 
minded statement of policy from the top so that 
Inspectors could be sipped to accept the auditors’ 
report and rely ön the undoubted duty he has under 
the Companies Act to draw attention to any major 
departure from a true and fair view of the profit or 
loss of the year? There is no doubt that a major error 
in classification between capital and revenue is so 
thing an auditor is bound to remark on, and d 
should be sufficient protection to the Revenue, 
without a long correspondence referring to well-* 
known specimens of the sacred herd like Lawrie v. 
CLR. ([1952] 31 A.T.C., 327), the Law Shipping 
horror, and ‘if a farmer replaces both wheels of his 
farm cart, is this capital or revenue expenditure?” ` 
Sir, a few well- -managed b sinesses in this country 
have excellent costing systems integrated with their’ 
financial accounts — too few, alas! ‘These businesses 
analyse their pay-roll and stores issues very carefully 
and often they show separately in their accounts 
under the head of ‘Maintenance’ all wages and 
material applicable thereto. The old-fashioned ‘busi- 
nesses simply record stores under ‘Purchases’ and- 
repair staff under ‘Wages’. 
The professional accountant who deals with the 
taxation affairs of both kinds of business is driven 
to the melancholy conclusion that ‘the better you 
keep your records and the more detail you supply, 
the more correspondence you have with the Revenue’. 


J Yours faithfully, 
London, EC 2. D. E; F. GREEN. 


Taxation of Doctors: Danckwerts Award ] 


Sr, — Your correspondents, "CAT of October 24th, 
1953, and ‘W. A. H GI of November 14th, 1953, in 

any opinion, seem to have missed the point con, 
cerning the assessment on the Danckwerts award 
doctors. In both cases, your correspo ho 
failed to distinguish between ‘basis periods’ arid 
‘years of assessment’. Dealing with the figures set 
out in your issue of October 24th, income under 


November 28th, 1953 


Danckwerts for 24 years is spread over 3$ years of 
assessment. One might take any new business and 
perform a similar feat, eg; ` 





First year’s profits to December 31st, 1950 £1,000 
£ 

Assessments: 1949-50 (one-quarter) 250 

1950-51 ..- Ss 1,000 

1951-52 1,000 

£2,250 


No, sir, to resolve ‘C.A.’s’ problem one must 
assume that the practice ceased on June 30th, 1952. 
Assessments then become ‘actual’, viz. £2,500. If 
it is argued that this did not happen, then one can 
only point out that a practice must cease some day 
and the following table will show where the fallacy 
lies. 

Assuming the practice to cease December 31st, 
1954, then the profits and assessments would be: 

Danck- 











Normal werts Assessments 
Profits, year to De- 
cember 31st, 1950 2,000 1,000 1949-50 750 
1950-51 3,000 
1951—52 3,000 
Profits, year to De- 
cember 31st, 1951 2,000 1,000 1952—53 3,000 
Profits, year to De- 
cember 31st, 1952 2,500 500 1953-54 3,000 
Profits, year to De- 
cember 31st, 1953 3,000 - = - 
Profits, year to De- 
cember 31st, 1954 3,000 - 1954-55 2,250 
£12,500 £2,500 £15,000 





The operative phrase concerning the assessments 
is ‘at the rate of’, and I trust your correspondents 
will agree. 

Yours faithfully, 
ARTURO. 


Sm, — Your correspondent ‘W. A. H. S? (November 
14th issue) states that: 

‘Unfortunately, the doctor who has commenced 
to practise since the inception of the health service 
on July 5th, 1948, cannot even attempt to have his 
first year’s profit undisturbed by declining to accept 
that portion of the Danckwerts award which is 
applicable to that year. The award is essentially a 
lump-sum payment, spread back over the relevant 
accounting years by concession. Any reduction of 
the award, therefore, would none the less still affect 
that first year,’ 

It is understood, however, that the original 
remuneration under the Health Service was from the 
beginning purely provisional; was subject to con- 
tinuous dispute and negotiation between the B.M.A. 
and the Ministry of Health; and was only, with the 
Danckwerts Award, finally agreed for the whole 
period. 

In consequence, where the earnings basis obtains, 
the award is spread back to its correct period in 
accordance with the decision in the Woolcombers 


$ 
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case, and no question of a concession arises. The only 
‘concession’ is that whereby a cash basis doctor may 
have his award spread back; but even here the Board 
of Inland Revenue’s letter to the B.M.A. reads: 


€ 


. in view of the exceptional circumstances 
surrounding the award it would be reasonable to 
permit the cash basis to be modified to the extent 
that the back payments may be spread over the 
periods over which they are to be taken as having 
accrued.” 

It is difficult to see how the Revenue could stretch 
this, even with a cash basis doctor, to spreading 
awards for other years proportionately over a year 
where nothing could be ‘taken as having accrued’ 
(having been refused). With an earnings doctor, 
where no concession is involved, it is even more 


. difficult to see how the Woolcombers decision could 


be similarly interpreted. 
. Yours faithfully, 
Bournemouth. JEFFERY ENGLISH. 
A Proposed National Association of Practising 
Accountants 


Sir, — We refer to our letter of July 27th last, sent 
to the Institute of Chartered Accountants seeking 
its interest in our proposals and which you published 
on August 15th, but you countered our letter by a 
leading article, couched in ridicule, as a form of 
defence (quite unnecessary) of the scope of excellent 
work carried out by the recognized bodies. Now, in 
response to your recent consent, we make the 
following very brief observations. 

In this leader, more than one reference was made 
to loyalty although, in fact, the loyalty of those who 
support the Association will be beyond challenge. 
And so, if our endeavour to provide further facilities 
for practitioners to give and receive new assistance 
in practice matters is to be regarded as disloyalty, 
then ordinary words have lost their meaning. As 
loyal members of the profession and of our respective 
bodies, we have the utmost admiration for these 
bodies and their achievements and, as the approaches 
and prospective scope of the Association have shown, 
we are mindful of their welfare and prerogatives. 

Hence, the following further specimen details 
from our programme bear in mind your criticisms: 

1. Registration. There would have been no need 
for us to have considered any action under this 
head if there was a clear indication that a majority 
of all practising accountants desired to abandon 
registration: our inquiries indicate the contrary. 
The issue, in its simplest terms, appears to be: 

(a) The bodies making up the Co-ordinating Com- 
mittee have failed to secure registration, and 
that fact, together with the cause of abandon- 
ment, are not in doubt. 

(b) We appreciate the need for this complex 
problem to be tackled by a body like ours and 
therefore on a different scale, and from different 
objectives, than so far conceived. 

2. Representing the untfied interests of practitioners, 
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and the protection of the interests of practising account- 
ants generally. We must reiterate that nowhere did 
we suggest `, . detriment to the profession because 
of incompetence. ..’. There are fields of activity, 
however, not covered. by the qualifying bodies in 
which our Association, unrestricted by sectional 
qualifying interests and ‘academic duties, can under- 
take urgently needed work for the benefit of the 
practising profeasion as a whole, e.g. under this 
object: 

(a) The appointment of a public relations officer 

- to ensure, inter alia, a better public apprecia- 
tion of practising accountants and the services 
which they render to the community. 

(b) To limit the scope of the certifying of accounts 

at presént undertaken by non-accountants. 

(c) Protecting practising accountants’ business 

interests. 

3. Information on the conduct of practice. We 
regret that we cannot agree with your contention 
that it would be impracticable to supply to practising 
accountants any services in addition to those ren» 
dered by the existing bodies, e.g. summer schools, 
conferences, etc., however enjoyable for the fortunate 
few these functions prove to be. Also, while the 
recommendations of the Institute on accounting 
principles are excellent in their way, there is a further 
field for us to advise practitioners on them in their 
detailed applications. 

Under this head we will include a full confidential 
service on practice organization and client-service 
matters, canalizing queries and thereby enhancing 
facilities of experts to advise, and giving full backing 
on useful rulings. 

4. Guidance on fees, While appreciating the advant- 
age of support of the recognized bodies, we suggest 
that before that stage can be reached a need exists 
for guidance, and that practising accountants are 
- entitled to look to a professional association, such 
as ours, for such guidance. This will entail our 
ascertaining suitable principles and creating a public 
understanding of accountants’ fees. 

5. To obtain benefits on practice costs for members. 
Our Association proposes to aid the efforts of mem- 
bers to reduce their practice costs by a variety of 
means (such as pooling arrangements to absorb idle 
staff due to seasonal causes). 

We are confident that the combined effect of our 
work under this and heads (3) and (4) will result in 
lower charges to clients and an appreciable growth in 
net incomes to practitioners. 
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pline, and besides, arrangements must be made, 
eventually for taking over the work of those unskilled 
and ineligible for registration. (The word ‘unskilled’ 
replaces the word ‘unqualified’ which appeared in 
our letter of July 27th.) 

4. To organize pension schemes for the benefit of 
practitioners and thetr staffs. We regard of greater 
importance the promotion of a special body for 
unified schemes now (rather than sectional by 
accountancy qualifications) to fit the limited pocket 
of the average practitioner and his staff (and also 
encourage recruitment of accountancy staff par- 
ticularly to smaller firms). 

General. The five named promoters of the Associa- 
tion have an average of thirty-one years’ accountancy 
practice service and believe that by the future work 


-of the Association the individual independence, 


technical eminence and the academic scope of the: 
present bodies will undoubtedly be enhanced. Much 
of the data we alone can gather and collate can be- 
come corner-stones by which practitioners, re- 
searchers and examiners can achieve their respective 
objectives in better accord with the developing 
needs of practice, consequently your practitioner 
readers can have every confidence in becoming our 


members. 
Yours faithfully, 
For the Promoters of 
THE NATIONAL ASSOCIATION OF 
PRACTISING ACCOUNTANTS 
R. SPROULL (Senior), CA 


28 Great Queen Street, 
London, WCa2. i š 


[If our leader appeared to our correspondent to be 
‘couched in ridicule’ (the words are his) the explana=_ 
tion would seem to lie in the nature of the proposals 
on which we were commenting. We approached our 
editorial responsibilities with no feeling that here was 
a laughing matter. On the contrary, we consider our 
leader was sober comment on the proposals. Any 
reader who is sufficiently interested is invited to read 


„it again. The letter now received does not seem to 


contain an for further comment, except: 
on the question of ‘loyalty’ about which the remarks 
in our leader were as follows: 

‘They [the promoters] would have all public 
accountants — including those who are not members 
of recognized bodies — join together in one associa- 
tion with the primary object of promoting legisla- 
tion for registration. Do the promoters seriously 
believe that practising members of recognized 
bodies would be so disloyal and so heedless of their 
own mie as to act ee Se a pogre 
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— Accounting Research into Retail Trade 


Sir, — I quite agree with Mr D. M. Milstone’s letter 
in The Accountant of October 31st, 1953. The retail 
trade group of the Office Management Association 
have for some time felt that the costing, budgetary 
control and management techniques built up in the 
manufacturing industry could, likewise, be applied 
to the retail trade, and it is for this reason that they 
are at present conducting a series of talks and discus- 
sions on the theme of management accounting as 
applied to the retail trade. 

This, of course, is only a beginning, for as Mr 
Milstone points out, ‘here is a field for research as 
yet almost untouched’; However, if Mr Milstone, or 
any other of your readers, are interested in these 
talks, I shall be pleased to let them have further 


yinformation. Yours faithfully, 
J. FOX, 
Hon. Secretary. 
RETAIL TRADE GROUP, 
London, Wr. Orrick MANAGEMENT ASSOCIATION 


Losing a Client 


Sm, — In the issue of The Accountant of November 
14th, you state in a footnote to a letter, ‘we can think 
of no reason why the incoming auditor should com- 
pensate the outgoing auditor’. I think that this view 
should be challenged. One reason is that when prac- 
tices are sold there is a payment between the incoming 
and the outgoing auditor based on the audits taken 
over, and I think that this system could very well be 
extended. Another reason why the incoming auditor 
should compensate the outgoing is that thereby 
unprofessional conduct in the seeking of audits 

ould be greatly reduced. I say this with feeling, 
because in recent years I have suffered the loss of 
audits where the reason for the changes has appar- 
ently been that the clients considered my principles 
in the settlement of their income-tax affairs too strict, 
a view which was, I believe, encouraged by the 
incoming auditor. 

I think a very good case exists for the payment of 
compensation by the incoming to the outgoing 
auditor in all cases. Since we buy and sell audits, 
should there be such a difference between a sale and 
any other change? The outgoing auditor is probably 
jnot at fault in the majority of cases of changes for 
| personal reasons. 

As things are at present, we small practitioners 
are continually losing our biggest clients by sales to 
larger units. The auditor for the larger unit is usually 
appointed auditor of the company taken over and 
compensation is rarely paid. It is almost always the 
small practitioner who is the loser in these cases, 
and his goodwill is thereby reduced, to the benefit 
‘of the incoming auditor. 

What are other readers’ views on this subject? 

Yours faithfully, 
WEST RIDING. 
[We wish to dissociate ourselves from our correspond- 
ent’s views. The footnote to which he refers related 
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to a letter commenting upon a leading article in our 
issue of October 24th. In that article we said: 

‘Where a client, for good reason, desires an 
immediate change by voluntary resignation, the 
alternatives to resignation may be continuance 
until the next accounts are presented, or precipitate 
removal accompanied by the risk of action in the 
Courts. If the auditor facilitates the change by . 
voluntary resignation, it would not be unreason- 
able, in some circumstances, to expect some volun- 
tary financial compensation. Such an expectation 
is unlikely to be fulfilled if the shareholders, with 
or without valid reasons, have lost confidence in 

_ the auditor. But it would be a reasonable expectation 
where an audit has been held for many years and 
the only reason for the change is the desire of a new 
controlling shareholder to use the services of the 
auditor of other companies under his control.’ 

We cannot see what connection there is between 
such circumstances and the buying and selling of a 
practice, since the essence of the latter transaction is 
the taking over of clients who would otherwise con- 
tinue to use the services of the selling practitioner, 
Moreover, our leading article made it clear that we 
were not suggesting that the auditor should resign 
in circumstances such as those suggested at the end 
of the first paragraph of our correspondent’s letter. 
We find obnoxious the suggestion that if an incoming 
auditor were obliged to compensate the outgoing 
auditor ‘unprofessional conduct in the seeking of 
audits would be greatly reduced’. If there has been 
such conduct by a member of a recognized body the 
proper course is to make a complaint to that body. If 
the unprofessional conduct was by a person not 
subject to such disciplinary control, the idea of 
‘squaring’ matters by voluntary payment to the out- 
going auditor seems repulsive to us. — Editor.] 


Sir, ~In addition to the considerations mentioned 
in your Weekly Notes of November aust, there is 
one other aspect of this matter which is not without 
importance. 

Unless the new shareholder controls 100 per cent 
of the share capital it is at least doubtful whether an 
auditor would be justified in resigning without agree- 
ment of the minority shareholders. 

In one case within my knowledge where an auditor 
resigned during the financial year at the request of 
a new majority shareholder the minority shareholders 
complained that he was guilty of neglecting their 
interests by failing to carry out his statutory duty of 
auditing the accounts for the year in respect of 
which he had been appointed. If, therefore, a change 
in such circumstances is contemplated it would 
seem to be desirable, in the absence of unanimity on 
the part of the shareholders, for the auditor to com- 
plete the year’s audit and then to withdraw. 

Yours ee 

London, EC2. . KETTLE. 
[The remarks on resignation in the GE article in 
our issue of October 24th were restricted to circum- 
stances where no ulterior motives are involved. We 
agree with our correspondent that the auditor should 
await removal at the next annual general meeting, 
rather than resign, if, for any reason, the shareholders 
are not unanimous. ~ Editor.] 
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ESTATE DUTY: REVIEW. OF ANOMALIES-I 


MEMORANDUM FOR THE BOARD OF INLAND. REVENUE 


Submitted by the Council of 
The Institute of Chartered Accountants in England and Wales ` 


i INTRODUCTION 


(1) This memorandum is submitted in response to a 
letter dated July 3rd, 1953, from the Board of Inland 
Revenue in which the Board stated that it would be 
glad to receive any information or suggestions about 
estate duty anomalies, particularly in regard to 
Section 55 of the Finance Act, 1940, which The Institute 
of Chartered Accountants may wish to offer. The 
Board’s letter refers to the debate in the House of 
Commons on June 23rd, 1953, on the incidence of 
estate duty on family businesses, when the Economic 
Secretary to the Treasury announced that the Chancel- 
lor of the Exchequer had started a review of anomalies 
arising under estate duty law. 

(2) The first part of this memorandum deals with 
certain fundamental defects in estate duty.law as a 


whole, to which the Council has already drawn the. 


attention of a previous Chancellor.-It is from these 
defects that much of the difficulty arises in relation to 
family businesses, The second part of the memorandum 
deals with the legislation relating specifically to family 
companies. This legislation was the subject of repre- 
sentations by the Council in conjunction with the Law 
Society during 1943 and 1944 and again in 1950. 

(3) In preparing this memorandum, information and 
suggestions have been obtained. from members of the 
Institute who may be regarded as representative of 
members throughout England and Wales. 


FUNDAMENTAL DEFECTS IN ESTATE 
DUTY LAW 


(4) Defects in any form of tax are not of practical 
significance where the rate of tax is low. Estate duty, 
however, has in recent years been raised to extremely 
high rates. Even for a relatively. small estate of about 
£31,000 the rate is 21 per cent and it rises to 60 per cent 
at {200,000 and to 8o per cent at £1 million and 
upwards. At such rates as these there is no room for 
serious defects. Unlike sur-tax (where the income in 
each step of the scale bears its own rate) the rate of 
estate duty on the whole estate is governed by the 
aggregate value of the estate. This basis carries the 
. additional disadvantage to the estate of a 100 per cent 


` charge on considerable amounts in the marginal areas. 


(5) It is useful to bear in mind two of the canons 
laid down nearly 200 years ago by Adam Smith, 
against both of which the present estate duty law i is a 
serious offender. The two canons are: 

(a) That the tax each is bound to pay ought to be 
certain and not arbitrary and that there should 
be no doubt as to the time of payment, the 
manner of payment and the quantity to be paid. 

(5) That every tax should be levied at the time, or in 
the manner, in which it is most likely to be 
convenient for the contributor to pay it. 

(6) The features of the present estate duty law which 

offend against these canons of Adam Smith are: 


(a) The principle of valuing the estate on a hypo- 
thetical basis as on the date of death, irrespective 
of what may become available to the personal 
representatives, 

(b) The requirement to pay the estate duty in full 
(except on realty) before probate will be granted. 

These two features are dealt with below. They repre- 
sent fundamental defects, the seriousness of which 
has become apparent only with the steep rises inj 
rates of estate duty, combined with rates of income- 
tax and sur-tax which render, virtually impossible 
the accumulation out of income of private personal 
capital (as distinct from private capital employed 
in-a business). 


Valuation as on the Date of Death 


. (7) For estate duty purposes, assets have to be valued 
at the price which, in the opinion of the Commissioners, 
the property would fetch if sold in the open market at 
the time of the death of the deceased. This is laid 
down by Section 7 (5) of the Finance Act, 1894, 
which is still the basic legislation. The Courts have: 
held that the valuation must assume a willing buyer 


` arid a willing seller, Moreover, it is specifically provided 


in Section 60 (2) of the Finance (1909-10) Act, 1910, 
that no reduction in the valuation is to be made on the 
assumption that the whole property is to be placed gn” 
the market at one and the same time; if, oe 

the deceased held a large block of shares, no reduction* 
in valuation is permitted in order to take into account 
the fact that if all the shares were placed on the market 
at one and the same time the fact of doing so would 
itself depress their realizable value. Thus, the valuation 
rests on the opinion of the Commissioners; who are 
required to assume as on the date of death an open: 
market (which will often not exist) and a willing‘ 
buyer (who may not be forthcoming) and they are 
required to arrive in this way at a hypothetical price 
at the time of death, irrespective of the actual price 
at which the property may be sold after death in 
order to pay the duty. Such a method of valuation is 
entirely arbitrary and ought no longer to be tolerated 
when the duty involved is as high as that now imposed. 

(8) Lf Parliament considers that rates ranging up to 
80-per cent are appropriate, then the basis of computing 
the value of the estate ought to be such as to ensure 
that the amount taken away is in fact the prescribed 
portion of what would otherwise go to the beneficiaries 
and not a percentage of what might have gone to them 
in entirely hypothetical circumstances. 

(9) Even where an estate consists only of cash and 
readily realizable investments it is possible for the 
saum eventually realized in the open’ market, even 
within a short period after the death, to be substantially 
different from the value for duty purposes as on the 
date of death. A sudden fall in the value of investments. 
(which is by no means a remote possibility) cap result 
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in th? proceeds of realization being so far below the 
prob: te valuation as to render the estate insolvent. 
This injustice was aggravated by the Finance Act, 
1949, when legacy duty was abolished and merged 
with the increased rates of estate duty imposed by that 
Act. Previously, legacy duty was in many cases 
charged on realized values and levied at the time of 
distribution or ascertainment; whereas in its new form 
it became part of the estate duty based on a hypothetical 
value. 


(10) Where an estate consists mainly of a business, ` 


or of shares in a private company carrying on a 
business, the hypothetical considerations upon which 
the valuation must be based become even more 
unrealistic and potentially dangerous. If shares are 
involved the Courts have held that the valuation must 
ignore binding provisions in the articles as to the 
persons to whom the shares must be offered and the 
manner of arriving at the sale price, except that these 
considerations are, in accordance with the House of 
Lords decision in Commissioners of Inland Revenue v. 
Crossman, to be taken into account on the footing 
that the hypothetical purchaser of the shares would have 
regard to the restrictions on their subsequent disposal, 
in determining the price he would be prepared to pay. 
Where a controlling interest is involved the deceased’s 
family will usually wish to avoid a sale if possible, so 
that ‘the conception of a sale price is itself unreal. 
But even in computing a hypothetical sale price the 
law requires the assumption of an open market, 
which seldom exists for a private business. If a sale 
should in fact become necessary the only ‘willing 
buyer’ may be a person willing to buy at a bargain 
price discounted heavily for the restricted market 
or it may be that the shares have to be sold at a price 
fixed by the articles of the company. The sale price 
may ,be well below the value arrived at under the 
estate duty legislation but this would not disturb 
that valuation. In any event the value of a business 
may! be affected materially by trade or political 
developments shortly after the death and before it is 
practicable to dispose of the business, but the law 
does, not allow these to be taken into consideration. 

(11) During the passage of the Finance Bill in 
1949, the Council of the Institute made representations 
to the then Chancellor of the Exchequer to the effect 
that legislation should be introduced whereby estate 
duty on assets realized within one year after death 
(a period which could be extended if the Commissioners 
were satisfied that there had been no undue delay) 
would be calculated on the amounts realized, after 
deducting expenses of realization, instead of on 
theoretical values as on the date of death. A similar 
submission is made in paragraph (13) below. 

(12) Reference is made in the preceding paragraph 
to the deduction of expenses of realization. With 
certain special exceptions relating to timber and to 
objects of national or historical interest, it is not at 
present permissible for estate duty purposes to claim 
any deductions for expenses incurred in realizing an 
estate; nor is it permissible to claim deductions for 
expenses incurred in valuing an estate. Realization 
of any property involves expense and in all but the 
simplest estates considerable expenditure has often 
to be incurred in legal and accountancy charges 
before values are settled with the Estate Duty Office. 
This may not have been any great hardship at a 

e when the rates of estate duty were low, but rates 
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are now high and it is unjust that the beneficiaries 
should have to bear the duty on such expenses out of 
the rest of the estate. 


SUBMISSION 
(13) The estate duty legislation should be amended 
in the following respects: 

(a) The proceeds of realization, after deducting 
expenses of realization, of assets realized 
within one year after death should be sub- 
stituted for the probate values of those assets 
and the duty adjusted accordingly. 

(b) Deductions should be allowed for expenses 
incurred in settling the value of the estate for 
duty purposes. 

(c) Subsection (2) of Section 60 of the Finance 
(1909-10) Act, 1910, other than the proviso 
thereto, should l repealed, thereby removing 
the specific provision that no reduction in valua- 
tion is to be made on the assumption that the 
whole property ts to be placed on the market at 
one and the same time. The repeal of this pro- 
vision would leave the matter open to be 
settled on its merits in each case. 


Payment of Duty before Probate 

(14) During the passage of the Finance Bill in 1949 
the Council pointed out to the then Chancellor of the 
Exchequer that it is frequently necessary to realize 
a substantial part of a deceased’s estate in order to 
meet the duty payable, but realization cannot be 
effected until probate has been granted and probate 
will not be granted until estate duty on personalty 
has been paid. In consequence, executors must have 
recourse to temporary borrowing and assume a personal 
liability to repay. The Council suggested to the then 
Chancellor that legislation should be introduced where- 
by probate would be granted on payment of a deposit of 
25 per cent of the duty on personalty, the balance to be 
paid within twelve months or, preferably, in half- 
yearly instalments spread over eight years, that 
being the period already adopted for the payment of 
duty on realty. The Council now considers that a 
period of eight years is perhaps too long for personalty 
and accordingly a period of four years is suggested in 
paragraph (17) below. 

(15) The problem of finding the money to pay the 
duty is not serious where an estate consists mainly 
of cash or readily realizable investments, but it is 
extremely serious where, as is frequently the case, the 
bulk of an estate consists of a business or shares in a 
private company carrying on a business. For such an 
estate the position can fairly be compared with an 
estate consisting largely of realty. Estate duty law 
has long recognized that personal representatives 
need facilities for payment by instalments over a 
period of years if they are to have any hope of paying 
the duty on realty without disposing of the land itself. 
(Even this option is not now effective in the case of 
very large estates.) Where the main asset is a business, 
or shares in a private company, the duty thereon can 
be found only by realizing the business or selling 
shares, or by raising a substantial loan, or by intro- 
ducing outside capital’ into the business. All these 
courses are undesirable from the point of view of the 
beneficiaries and of the importance to the national 
economy of the continuance of family businesses. 

(16) It must be borne in mind that under the present 
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estate duty law the problem of finding the money to 
pay the duty is aggravated by the arbitrary manner in 
which the valuation for duty purposes is arrived at. 
This has been dealt with in paragraphs (7) to (13), 
from which it will be apparent that the amount on 
which the duty on personalty is levied (and which 
under present law must be paid in full in order to 
obtain probate) may differ greatly from what becomes 
available in the hands of personal representatives. 


SUBMISSION 
(17) The estate duty legislation should be amended 
in the following respects: 

" (a) Probate should be granted on payment of a 
deposit of, say, 25 per cent of the estimated 
duty on personalty. 

(b) The balance of the duty on personalty would 
be payable within six months after the date 
of granting probate, unless the personal rep- 
resentatives exercise the option referred to in 
(c) below. 

(c) The duty in respect of the personalty referred 
to below could, at the option of the personal 
representatives, be paid by instalments over a 
period of years, for example by half-yearly 

` instalments over four years; provided that 
on realization of any of the property con- 
cerned the balance of duty relating thereto, 
would become payable in full. The personalty 
to which this sub-paragraph refers is per- 
sonalty conststing of the ownership of a 
business, or a share in a partnership business, 
or shares in a company which is carrying on a 
business and was at the date of death under 
the control of not more than five persons 
(as defined for the purpose of assessment of a 
company to sur-tax under Section 245, 
Income Tax Act, 1952) or which, though 
not so controlled, is the subject of a charge 
under Section 46 of the Finance Act, 1940. 
A business for this purpose could be defined 
as a trade or business assessable for income- 
tax purposes under Case I or Case II of 
Schedule D or, in the case of a holding 
company, the business of co-ordinating the 
administration of a group of two or more 
companies each of. which ts under its control 
and exists mainly for the purpose of carrying 
on a trade or business so assessable. 


FAMILY BUSINESSES 
Finance ‘Act, 1940 


(18) For reasons which will be evident from the 
first part of this memorandum, the estates which 
usually encounter the most difficulty -and indeed 
hardship ~ are those in which the main asset is a 
family business or shares in a private company 
carrying on a business. Something would be done to 
alleviate the position if the Council’s submissions 
regarding valuation and payment were adopted. 
More would of course be done if Parliament saw fit 
to modify the extremely high rates of duty, or to 
adopt the sur-tax scale system so that successive 
steps in the amount of the estate would each bear 
their own rate of duty. 

(19) Family companies are however affected also 
by the special provisions of the Finance Act, 1940, as 
amended in minor respects by subsequent Acts. 
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There is no doubt that these provisions were directed . 
primarily against the avoidance of duty. There is also 
no doubt that they can, even during the lifetime of a 
proprietor, severely handicap businesses whose pro- 
prietors have never thought of avoiding estate duty. 
When provisions relating to family companies were 
introduced by the Finance Act, 1930 (to prevent the 
avoidance of duty by schemes designed to remove 
property from thé scope of estate duty on the death 
of a person, whilst at the same time leaving that 
person with the practical enjoyment of the property 


` or the income during his life), the provisions did not 


apply to companies carrying on industrial and manu- 
facturing businesses. The 1930 provisions were super- 
seded by Sections 46 to 59 of the Finance Act, 1940, 
which passed through the House of Commons with 
virtually no debate at the time of the evacuation from 
Dunkirk. Industrial and manufacturing businesses 
were not excluded from the scope of the 1940 pro- 
visions. These provisions are very complicated and’ 
they are weighted heavily against the taxpayer. They 
are drawn so widely as to-apply to numerous companies 
where there was no intention to avoid duty. 

(20) The 1940 provisions are so complex that it is 
doubtful whether some of them are really understood 
even now. In the St Aubyn case in the House of Lords, 
the Lord Chancellor made the following remarks: 

“The alternative claim which arises under Finance Act, 

1940, Section 46, must now be considered. It involves 

the consideration of provisions which are, I think, of 

unrivalled complexity and difficulty and couched in 
language so tortuous and obscure that I am tempted to 
reject them as meaningless.’ 

In the same case Lord Radcliffe observed: 


“The prayer of Ajax! —’Ev Bt Dae. xal Ureacoy ~ has 
been heard before in your lordships’ House but I think 
its appeal is even stronger when obscurity is created by 
deliberate legislation than when it arises from the less 
wilful confusions of the common law.’ f 
(21) It is against this background of obscurity and- 

complexity that the difficult task of agreeing substantial 
liabilities to estate duty has to be conducted. 

(22) In 1943 and 1944 (when certain amending 
provisions were being introduced to remedy defects 
in the 1940 provisions) representatives of the Council 
together with representatives of the Law Society 
had discussions with the Board of Inland Revenue, 
during which it was stated on behalf of the Inland 
Revenue that they would apply the provisions in a 
reasonable manner. T'his was in itself a recognition of 
the potential injustices inherent in the provisions and 
is evidence of the highly unsatisfactory nature of the 
present law. A memorandum on the discussions was | 
published in The Accountant Tax Supplement in | 
July 1944, with the approval of the Board of Inland 
Revenue. A copy is annexed to this memorandum as 
an indication of some of the problems which, even so 
soon after the enactment of the 1940 provisions were 
exercising the minds of the Council of the Institute 
and the Council of the Law Society, - 

(23) The 1940 provisions can be classified broadly 
into three main types: 


1 Pope’s translation, Iliad XVII, line 728: 
‘Oh King! Oh Father] Hear my humble prayer 
Dispel this cloud, the light of leaven restore, 
Give me to see and Ajax asks no more. 
If Greece must perish, we Thy will obey 
But let us perish in the light of day.’ 
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(a) Section 46 cases. 

(6) Section 55 cases. 

(c) Section 43 cases and possibly others. 

Section 46 cases and Section 55 cases are dealt with 
separately below. Section 43 relates to life interests 
and there are no matters with which the Council 
wishes to deal in this memorandum, though it must 
aot be assumed that Section 43 is fully understood 
or that it does not contain anomalies which may 
become evident from time to time in particular 
estates. It may be that Section 56 provides a fourth 
type of case but the Council’s reluctance to deal with 
this ection can best be explained by reference to the 
statement in the Court of Appeal in the St Aubyn 
zase that the terms of Section 56 (2) demand ‘a feat 
of imagination by no means easy to perform but... 
effect must . . . be given to the hypothesis which it 
2njoins, however unreal and remote from the actual 
facts of the case the process may appear’. 

(24) In the paragraphs below dealing with Section 
46 and Section 55, the Council has endeavoured to set 
out shortly the general purport of the two sections. 
[t must, however, be understood that these sections 
are incapable of accurate summarization and they must 
in any event be read in conjunction with various 
definition sections. 


Section 46 


(2s) Section 46 applies to a company under the 
control of not more than five persons (as now defined 
for the purpose of assessment of a company to sur-tax 
under Section 245, Income Tax Act, 1952) at any 
time between the date of a transfer of property to the 
zompany and the date of death of the transferor. It is 
mmaterial by how many persons the company was 

ntrolled at the date of death; for example, companies 

ose shares are quoted on the Stock Exchange, and 

ose names are household words, are capable of 
‘alling within the provisions of Section 46 because of 
be manner in which the business was originally 
jounded many years ago. 

(26) The effect of Section 46 is that a proportion 
of a company’s assets is deemed to pass on the death 
of a person who: 

(a) had made a ‘transfer’ of property to the company 

, at any time (for example 50 years before death); 
and 

(b) had, or could have received, ‘benefits’ from the 

company during the five years prior to his death. 
The definitions of ‘transfer’ and ‘benefits’ are very 
wide. As a result of the Finance Act, 1952, a ‘transfer’ 
aow includes a cash subscription for shares, even the 
subscription for a single share by a signatory to the 
memorandum of association. 

(27) Where Section 46 applies the procedure is to 
ascertain: 

(a) The income of the company, computed on 

_income-tax principles, for the five accouriting 
years prior to the death. 

(b) The income or other financial advantage which 

during the said five years the deceased received 
‘or might have received, these being ‘benefits’. 
Benefits which the deceased ‘might have re- 
ceived’ are to be determined on the basis of the 
; deceased exercising his powers to his ‘greatest 
' financial advantage’. 

(c) The value of the company’s net assets. 

The proportion of the net assets deemed to pass on 
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the death is then calculated by the fraction: 
Deceased’s benefits 
Company Income 

(28) The proportion of assets deemed to pass on the 
death is thus governed by the relation of the deceased’s 
‘benefits’ to the company’s income. The method of 
computing the ‘benefits’ (see (6) above) can produce 
a result which is wholly unrealistic in relation to the 
benefits actually enjoyed by the deceased; indeed the 
‘greatest financial advantage’ assumption could, in 
certain circumstances, result in the ‘benefits’ being 
the whole income of the company so that the whole of 
the assets would be deemed to pass. The relation 
between the ‘benefits’ and the company’s income 
can also be affected by the incidence of capital allow- 
ances for taxation purposes. It will therefore be 
evident that, because of the method of computing 
‘benefits’, the proportion of the company’s assets 
deemed to pass may be greatly in excess of the propor- 
tion of the company’s capital which the deceased held 
at the date of death or at any time during the five years 
prior to death. 


(29) Where a valuation proceeds under Section 46, 
part of the duty is borne by the deceased’s estate and 
part by the company without any right of recourse 
to the estate. This can give rise to considerable 
difficulty where it is desired to dispose of shares in a 
company. The purchaser naturally wishes to know the 
amount of any liability which the company may have 
to meet by way of estate duty on the subsequent death 
of the vendor. This is a calculation which it is not 
practicable to make. One of the imponderables is that 
latitude exists in the application of the section and 
it is therefore never possible to know whether the 
Inland Revenue will proceed under the section. 
Another is that even if the section is applied the 
amount of duty depends upon the income of the 
company and the ‘benefits’ of the deceased in the five 
years preceding the death, so that without the gift of 
prophesy, the calculation cannot be made before the 
death. The result is to make the intending purchaser 
unwilling to proceed, or to enable him to buy at a 
price reduced by an amount of duty which the company 
may never be called upon to pay, or to make it neces- 
sary for the vendor to give an indemnity. If such an 
indemnity is given and on the vendor’s subsequent 
death the Inland Revenue proceed under Section 46, 
the indemnity could have serious repercussions on 
the dependants of the deceased because the assets 
deemed to pass may be greatly in excess of any interest 
in the company actually passing on the death (see 
preceding paragraph). 

(30) The difficulty referred to in the preceding 
paragraph was the subject of representations by letter 
dated January 3rd, 1950, to the Chairman of the Board 
of Inland Revenue by the then Presidents of the 
Institute and the Law Society. The suggestion put 
to the Chairman of the Board was that an intending 
vendor of shares in a ‘controlled company’ should be 
able, on putting the relevant facts regarding ‘benefits’ 
before the Estate Duty Office, to obtain an assurance 
that provided the facts remain substantially unchanged 
there would be no claim on the death of the transferor 
to estate duty on the whole or any part of the assets of 
the company; or if the Estate Duty Office came to the 
conclusion that there probably would be a claim, 
it should be possible to state what proportion of the 
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assets of the company would be subject to the claim. 
The Chairman of the Board replied by letter dated 
February’ 13th, 1950, stating that the Board could not 
see its way to adopting the suggestion. The Chairman’s 
letter included the following statements: 
‘The principal relevant factors for the purposes of the 
Act are the benefits accruing to the deceased and the net 
income of the company during the five accounting years 
preceding the death. In effect, therefore, you are asking 
us to give assurances about estate duty liability by 
reference to events of which some or all are in the future. 
We could not contemplate doing this. You draw an 
„analogy with the sur-tax position where the Special 
Commissioners can be required to state definitely 
whether a direction will be issued under Section a1 of the 
Finance Act, 1922. The position there however is 
essentially different; all the events are in the Past and all 
the facts necessary to a decision are known.’ 


(31) The Council considers that the foregoing - 


observations from the Chairman of the Board serve 
to emphasize the difficulty of an intending vendor. 
They emphasize also the unsatisfactory nature of 
Section 46, bearing in mind that it can apply to many 
companies where there has been no attempt to avoid 
estate duty. 

(32) In practice the application of Section 46 is 
rare, This may in part be accounted for by the fact 
that the Inland Revenue rightly regard the section as 
being an anti-avoidance provision and therefore 
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refrain from proceeding under the section in ‘cases 
where there is no evidence of attempt to avoid. It is 
also due to the fact that the section is not operative 
if a higher valuation is given by the method laid down 
by Section 7 (5), Finance Act, 1894, or by Section 55, 
Finance Act, 1940. g 
SUBMISSIONS 
(33) Section 46 of the Finance Act, 1940, should 
be amended so that it would not be applicable unless 
in the opinion of the Commissioners of Inland Rev- 
enue (subject to a right of appeal to the Courts) 
there is evidence of a deliberate attempt or contriv- 
ance to avoid duty. 
(34) If the submission in paragraph (33) is not 
adopted, Section 46 of the Finance Act, 1940, 
should be amended so that an intending vendor of 
shares would be able, on putting the relevant facts 
before the Estate Duty Office, to require the- Estate 
Duty Office to give an assurance that provided the 
facts remain substantially unchanged there would be 
no claim on the death of the transferor to estate 
duty on the whole or any part of the assets of the 
compary or, as the case may be, to state that there 
probably would be a claim and to indicate, on the basis 
of the facts then known, the proportion of the assets 
of the company which would be subject to the claim. 
(To-be concluded.) ` 


NOTES AND NOTICES 


Personal 


Messrs Simon L. Lewis & Co, Chartered Account- 
ants, announce that as from November 11th they 
have removed their offices from 4 Broad Street 
Place, London, ECa, to 92 Portland Place, London, 
Wi. Telephone: Langham 5622/3. 

Messrs PARKER, Epwarps & Co, of Whitehaven, 
Cumberland, announce ‘that they have removed 
their offices to 20 Lowther Street, Whitehaven. 

Messrs INGHAM & Co, Chartered Accountants, of 
202 Stanley Road, Bootle, Liverpool, 20, announce 
that as from December mat next, they are removing 
their office to 482 Stanley Road, Bootle; Liver- 
pool, 20, 

Messrs Dunn, CAREY & Co, and Messrs CAMPION 
Pyne & Co, Chartered Accountants, who have been 
associated for the past four years, announce that they 
have now amalgamated their practices and have taken 
into partnership Mr JOHN BoupEWYNn SELIER, B.COM., 
A.C.A. The new firm will be carried on under the 
style of Dunn, CAREY, Campion PYNE & Co, at 12 
Buckingham Street, Strand, London, WC2. Tele- 
phone: Trafalgar 2155. The partners in the new firm 
are Messrs. W. D B. CAREY, B.SC.(ECON.), F.C.A., 
J. C. PYNE, A.C.A., and J. B. Geen B.COM., A.C.A. 


Professional Note 


Mr James T. Dowling, C.A, a partner in the 
frm of Thomson McLintock & Co, Chartered 


Accountants, has joined the board of The Debenture - 


Corporation Ltd. - 


Inspector of Foreign Dividends 
CHANGE OF ADDRESS 


The Board of Inland Revenue has E 

as from December 14th, 1953, the address of 
City office of the Inspector of Foreign Dividends 

be: Room 423, Fourth Floor, City Gate House (East 
Entrance), 39-45 Finsbury Square, London, ECz. 
The telephone number will be Monarch 2152. 


Insurance Scheme for Accountants 


In the course of his address at a special general 
meeting of members of The Institute of Chartered 
Accountants of Scotland held in Glasgow on Se 
tember 18th, reported in the November issue of T The 
Accountants’ Magazine, the President, Mr J. ‘L. 
Somerville, F.R.S.E., said: 


‘,.. we have arranged with the Scottish Nuffield Provident 
Society for the formation of an Institute. Group under 
that scheme. One of the advantages of joining the Group 
is a saving of 20 per cent in the Steg subscription that 
would be payable if one joined the Provident Society as 
an individual. The response of members to this proposal 
has been and again the Council is led to think that 
its action in forming the Group has been fully justified. 
‘Having thus made arrangements for memberi to cover 
themselves and their families against sickness and acci- 
dent, we are going on to consider whether there is any- 
thing that we can usefully do with regard to retirement 
benefits and provision for widows and dependants on an 
insurance basis. The Council has set up a special com- 
mittee to go into this matter, but I must warn you that 
it is unlikely that the committee can make any real pro- 
gress until the publication of the report of the Tucker 
ommittee on retirement benefits.’ 
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Approved Auditors: Friendly Societies 


The Registrar of Friendly Societies has issued a 
supplementary list of approved auditors, giving the 
names of forty-five new appointments and the names 
of twenty-four whose appointments have been 
discontinued. 


Rateable ‘Value Analysis 


The Institute of Municipal Treasurers and Account- 
ants, in conjunction with the Society of County 
‘Treasurers, has prepared a comprehensive analysis 
of rateable value in England and Wales — the first 
of its kind to be published.? 

The tables, which are based upon returns made 
direct by rating authorities, show that the rateable 
value in England and Wales at April ist, 1952, 
totalled £340,914,462, of which the figure for 
London amounted to £57,409,807, and that heredita- 
ments ~ domestic, commercial, industrial, etc. — num- 
bered 13,711,309 (excluding Hampshire, for which 
county no detailed figures are available). 

An interesting feature of the analysis is the table 
showing the number of hereditaments in magnitude 
of rateable value. This gives an indication of the 
extent to which house rents may be affected by the 
Government’s policy on the subject, and it is- possible 
to see that throughout the country (excluding 
Hampshire) there are 44 million hereditaments the 
rateable value of which does not exceed £10, and a 
farther 43 million where the rateable value lies 
between {11 and £20. 


The Chartered Accountant Students’ 
Society of London 


/The following meetings of the London Students’ 

Society will be held during next week: 

Tuesday, 5.30 p.m. (at the Chartered Insurance Hall): Mock 
company meeting. 

Thursday: All-day visit to the Westminster Bank (limited 
number), 

Friday, r p.m.: Lunch-time discussion of study problems 
brought by students. 5.15 p.m.: Introductory course 
lectures on (1) ‘Records leading to items in final accounts’; 
(2) ‘A general introduction to income-tax law’. 

Saturday, 10 a.m.: Visit to the Stock Exchange (limited 
number), 


Bristol Chartered Accountant Students’ 
Society 
The annual dance of the Bristol Chartered Account- 
ant Students’ Society is to be held at the Ashton Court 


1 Analysis af Rateable Value of England and Wales as at 
April 1st, 1952. The Institute of Municipal Treasurers 
and Accountants, 1 Buckingham Place, London, SWr. 
6d pont free. 
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Country Club, Failand, on December 8th, from 8 p.m. 
to 1 a.m. Tickets, price £1 1s double; 12s 6d single 
(including buffet supper), may be obtained from Mr 
D. M. Parkes, 19 Whiteladies Road, Bristol, 8. The 
Society will be pleased to welcome senior members 
who are able to attend. 


The Association of Incorporated Statisticians 
Limited 


The following programme for the New Year has been 
arranged by The Association of Incorporated 
Statisticians Ltd. The meetings will take place at 
the Institute of Physics, 47 Belgrave Square, SW1, 
at 6 p.m., precedéd by tea, for which no charge will 
be made, at 5.30 p.m. An invitation to attend is 
extended to readers who may be interested in the 
lectures. 
Ist: “National income statistics: are they accurate 
or useful” by Christopher T. Saunders, C.M.G. 
January 29th: ‘Social classes in sample surveys’, by J. S. 
ownham, M.A. ne. 
February 26th: ‘Difficulties and dangers in statistics in 
industry’, by C. Davenport Hughes, B.A. : 
March 26th: ‘Some aspects of medical statistics’, by Miss 
Vera Norris, M.B., CH.B., PH.D. P 
April 30th: ‘Uses of statistics in the brewing industry’, by 
Miss Stella V. Cunliffe, B.3C.(ECON.). , 
May 28th: ‘Organization of a government social survey 
unit’, by Louis Moss, B.COM. 


Chartered Accountants’ Hockey Club 
The Institute XI won its fourth annual game against 
the Stock Exchange on November 18th at Old Deer 
Park, Richmond, with a score of four goals to nil, 
The chartered accountants have now won three 
games and the Stock Exchange one. 

The game was very open with both sides taking 
the offensive in equal measure. The Stock Exchange 
met a strong defensive system in D. A. Tripp and 
A. E. Day at back and J. S. Kinross in goal, whose 
timing in meeting the opposing breakaway forwards 
was excellent. P. D. Boobbyer switched the attack 
from side to side and made many of the Institute 
openings. 

The Stock Exchange pressed hard from the com- 
mencement of the game but the Institute defences 
held out. Half-way through the first half, P. D 
Boobbyer scored with a hard shot from the edge of 
the circle. After half-time, the Stock Exchange 
redoubled their efforts and on a number of occasions 
just missed scoring. The Institute forward line had - 
gained a little more cohesion in this half and were 
more effective in placing their passes. From the ‘25’ 
line, C. O. Merriman dribbled the ball past the backs 
and goalkeeper to score the second goal. The Insti- 
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tute kept up the offensive and a hard drive by A. D. 
Bishop scored the third. The forward line worked 
hard for the next goal which was shot by P. C. Flory 
after the ball had been driven repeatedly out of the 
penalty area by the Stock Exchange defenders. 

The Institute XI was represented by: 

J. S. Kinross (Guildford), D A. Tripp (Surbiton) and 
A. E. Day (Harrow); E C. Campbell (heen P. D 
Boobbyer ee and W. L. Rowland ptain) 
(Purley); P Jackson (Purley); A. D. Bishop (Old 
EE Ta O. Merriman (Reigate); P. C. Flory 

(Harpenden) and G. Robson (Purley). ` 


Our Contemporaries 

Tue New York CERTIFIED Pustic ACCOUNTANT. (New 
York.) (October.) ‘Relationship of the fees and costs of 
small practitioners’, by Benjamin M. Sigel, c.p.a. 

Tus ACCOUNTANTS’ JouRNAL. (Wellingt tink (September ) 
‘Notes on tes ao of trading stock’ by M.S . Spence, 
M.B.E., C.A.(SCOT.), F.P.A.N.Z, 

Tum CANADIAN CHARTERED ACCOUNTANT. (Toronto.) 
(October.) “The increasing importance of staff training’, 
by Edward M. Boulter, C.P.A. 

‘Tag AUSTRALIAN ACCOUNTANT. (Melbourne.) (September.) 
‘Goodwill’, by K. C. McQueen. | 
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SEVENTY-FIVE YEARS AGO 
From Ehe Accountant or Novemser 30th, 1878 
Extract from a Note in Passing P 
Bankruptcy Law Reform 

In some lengthy remarks . . . it is incidentally 
stated that “creditors are often just as bad in that 
respect (in respect of publicity,-that is) as debtors, and 
therefore we must not lay all the blame or even the 
chief part of the blame on solicitors and accountants.” 
Certainly this is a poor enough amende to the profes- 
sional men at other times so bitterly reproached and 
maligned; but this is not its only fault. The para- 
graph must be viewed in the light of another which 
immediately precedes it, and is to the following 
effect:—-“It is monstrous that those who too often 
have the winding-up of estates should in effect be the 
debtor’s servants, and this is practically what the 
present system comes to. ” But creditors being often 
as bad as debtors, “therefore,” says the Times, we 
must not lay all the blame upon accountants and 
solicitors. ... ` 


THE CHARTERED ACCOUNTANT 


STUDENTS’ SOCIETY OF LONDON 
) NEWS FROM THE COMMITTEE 


Change in Mock Company Meeting 


Arrangements are welladvanced for this year’s mock 
company meeting. A new element is being introduced 
into the proceedings by enclosing with the annual report 
and accounts of the mock company details of an offer 
to the shareholders for their shares. 

The directors do not recommend that the offer be 
accepted by the members and are making a proposal 
of their own that a part of the assets and undertaking 
of. the company be disposed of to put the company on 
a more profitable basis. 


Plans for the Spring Session 


f The lecture programme for the spring session is now in 
course of preparation. It is hoped to include a lecture 
on solicitors’ accounts by an investigator from the Law 
Society. Arrangements are also in hand for a lecture 
describing a practical system of costing which is to be 
followed by a visit by a party of the students at the 
- lecture to see the system actually in operation. 


Among other meetings it is also hoped to arrange a 


mock trial towards the end of the session in conjunction 
with the Mansfield Law Club to demonstrate a civil 
action of a kind that would turn upon the evidence 
given by an accountant. 


` 


Sports 
Badminton. — In a match played on November 3rd, 
the Society’s team was defeated by University College, 
London, by seven games to two. — 


Friday Lunch-time Meetings 


‘These meetings are now being held regularly in the 
library and students with queries and study problems 
should find the informal discussion that takes place 
most stimulating and helpful. 


Other Activities 


A large number of applications for tickete have been 
received for both the annual dinner and the Christmas 
dance. It is anticipated that about goo will attend the 
former. The dance is now fully subscribed. b 


Library News 


Recent new books include: 
Mechanizing. for Control. (Burton.) , 
Group Accounts and Holding Companies. (Macbeath 
and Platt.) 
An Investor's Guide, published by The Financial 
Times. 
It is hoped to publish the next London Students’ ` 
page in The Accountant dated December 26th. 
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Could more accounting work be done 









Sensimatic Control* means limitless 
adaptability in one machine 


BUSINESS NEVER STANDS STILL, and sometimes, 
accounting routines are not flexible enough to cope 
with heavy new commitments. But this doesn’t mean 
that the office need get in arrears with its work, nor 
that a variety of different accounting machines must 
be installed. 

There is one machine—the Burroughs Sensi- „4 
matic—which can be switched in a flash to any ¢ “a 
kind of accounting operation. A single control- WW 
unit directs the Sensimatic through any four 
posting operations—and there is no limit to the 
number of different units you can use. . x 

What does this mean? Simply, that a small 
business needs only one of these versatile machines to 
dle all its accounting jobs; that a large organiza- 
ion, as the need arises (perhaps, for the ‘“‘peak-period”’ 
' preparation of payroll), can switch every one of its 
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accounting machines to one kind of work. THE BURROUGHS SENSIMATIC i 
LOW INITIAL COST e E 

, SE . is now produced in 5 versions giving as many registers, or į 
"1 ` The value of a limitlessly adaptable business tool combinations of registers, as you may need. i 
like the Sensimatic is incalculable—but even its £ u Gen Peco eee ein 


initial cost is far below that of any comparable 






machine. You owe it to your business to see it 
demonstrated in relation to your particular figuring 
problem. Call Burroughs today. 


Burroughs Adding Machine Limited, Avon House, 
356-366 Oxford Street, London, WI. Sales and 
Service Offices in principal cities. 
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*#THE MEANING OF SENSIMATIC CONTROL 


ThS ien sense Eé late (the Sensimatic Control unit) guides the machine anio 
ough every mathematical function and carrlage-movement of a 

Kor? routine. Every unit-—there is no limit to the number u can use — 

controls any four different-accounting operations in any combination. 


For expert advice on business figuring call in 


. & urroughs 
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At the Examinations of 
THE INSTITUTE 
THE SOCIETY 


THE ASSOCIATION ` 
held In 


MAY and JUNE 1953, 
Charterhouse F Pupils of 


Group ` 1) FOUIRS LYNCH & (0 


Provides F inance Sch ` obrained 


FOUR FIRST PLACES 
SIX SECOND PLACES | 


and ` 
D : 28 other honours 
EN i PASS PERCENTAGES > 
‘15 St Swithin’s Lane ` FOULKS LYNCH PUPILS 52%, passed 
L de : All other candidates ` 4098 passed 
ondon, EC4, l a of tuition will be sent on application to: 
Central 0454 ` a COLEMAN STREET, LONDON, EC2 ` 
l Jp Telephone: MONarch 2467 


for Industry 








By Order of the Receiver; Thomas Kenny, Esq., A.C.A. s : 
Re Smith Bros. & Co (Patent Crimped Capsules) Ltd. ` ee i Sp 


110 PRATT STREET, LONDON, NWI fe SN SS ON 


HENRY BUTCHER & co 


are instructed to offer for SALE BY AUCTION, in LOTS, at t the WORKS; on. 
THURSDAY, DECEMBER 10th, 1953 
at ELEVEN A.M., the 


PLANT, MACHINERY and EQUIPMENT 


includin 
‘RHODES’? MOTORIZED PATENT AUTOMATIC STAGGER FEED STAMPING PRESS for l- and 2-Ib Jam Tin Covers, 
70 blows per minute. AUTOMATIC TRIMMING AND BRADING MACHINE. ‘REMAS’ AUTO PRESS FOR PRINTING, 
BLANKING AND FORMING. ROLL FERD 2-STROKE HORIZONTAL Press. Auto Cap MACHINES. BANDING | 
AND KNURLING MACHINES. "Kmcpnms" DRAWING Press. Shafting, Electric Motors and Equipment, 
Consumable Stores. HEIDELBERG and WHARFEDALE PRINTING MACHINES. Guillotines, Range of Dies; etc. 
‘CONTENTS OF ENGINEERS SuHop. Benches, Storage Racks, Electric Light Fittings. OFFICE FURNITURE 
i AND EQUIPMENT, 


















Catalogues (when ready, price 6d each) may be‘ obtained of Messrs HENRY Burca & Co, Auctio 
Surveyors of Factories, Plant and Equipment, 73 Chancery Lane, London, WC2. Telephone, 
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ESTATE DUTY VALUATION 
OF UNQUOTED SHARES 


AXPAYERS have reason to be grateful to the appellants 

in the case of C. R. Holt and Others v. C.I.R. (The Times, 

November 26th, 1953), briefly reported in our last week’s 
issue. The appeal concerned the valuation for estate duty of 
43,698 ordinary shares of £1 each the capital of John Holt & Co 
(Liverpool) Ltd, which passed on the death of the late Robert 
Longstaff Holt on March 11th, 1948. The case has focused a good 
deal of public attention on the manner in which the Revenue’s 
powers under the Finance Act, 1894, Section 7 (5), are exercised 
in relation to unquoted shares. 

That subsection reads as follows: 

“7.—(5) The principal value of.any property shall be estimated to 
be the price which, in the opinion of the Commissioners, such 
property would fetch if sold in the open market at the time of the 
death of the deceased.’ 

If there is not a free market in the particular property at the 
date of death, a free market has to be assumed. When the property 
consists of shares in a private company subject to restrictions on 
transfer, it has to be assumed that the shares can be sold free 
from those restrictions but that these will attach to the shares 
in the hands of the purchaser, so that he will be influenced 
accordingly in deciding what price he is prepared to pay (CIR 
v. Crossman ([1937] A.C. 26; 15 A.T.C. 94)). In the present case, 
the company was a private one with severe restrictions on share 
transfers. 

Commenting on the law, Dancxwerts, J., in his judgment 
said: 

“The result is that I must enter into a dim world peopled by the 

indeterminate spirits of fictitious or unborn sales. It is necessary 

to assume the prophetic vision of a prospective purchaser at the 
moment of the death of the deceased, and firmly to reject the wisdom 
which might be provided by the knowledge of subsequent events.’ 

Although, under Section 7 (5) it is the opinion of the Com- 
missioners which determines the value, Section 10 gives a ` 
dissatished taxpayer the right to appeal by petition to the High 
Court. Where the Revenue have valued a piece of property 
at not more than £10,000, he can appeal to the County Court. 
As far as we are aware, the present case is the first for some 
fifteen years in which advantage was taken of Section 10. How- 
ever, this by no means implies that the opinion of the Com- 
missioners and that ef the taxpayer have in every case coincided. 

The Evershed Committee on Supreme Court Practice and 
Procedure reported this year! (paragraph 548) that representa- 
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tions had been made to it to the effect that 


‘it frequently happened that the subject was dis- 
satisfied with the Inland Revenue’s valuation but 
he was deterred from appealing to the Court 
mainly because the costs, including the fees of 
the necessary witnesses, would be considerable’. 

‘We were informed that the subject, being thus 
deterred from appealing, frequently entered into 
protracted negotiations with the Estate Duty Office 
and the valuation eventually agreed was usually in 
the nature of a compromise.’ 

As to expense, it is perhaps sufficient to say 
that the Holt case lasted ten days and that each 
side employed two Q.C.’s, one junior counsel, 
and at least four expert witnesses. The Revenue’s 
attempts to extract more than what has now been 
judicially determined to be their due has evidently 
been costly. The taxpayer, not having the public 
purse to draw on, has to be more cautious. 

Moreover, he is at a considerable disadvantage 
in negotiation since he does not know what 
figures have been accepted by other taxpayers in 
similar cases, whereas the Inland Revenue have 
elaborate records of past valuations. To a large 
extent, therefore, the taxpayer is forced to take 
the Inland Revenue valuation on trust, a trust 
which ought not to be abused. 

The course of the negotiations in the Holt case 
was summarized by the learned judge as follows: 

‘After beginning at as high a figure as £3 a share, 
the value claimed by the Commissioners of Inland 

Revenue is now 25s od a share, though the value 

formally determined by them was not that figure 

but 34s od per share. The figures given on behalf 
of the petitioners started at 115 3d as the fair value 
stated by the company, and rose to a value of 
17s 2d per share put forward in the petition and 
at the hearing.’ 
On the last previous occasion when a death 
gave rise to a valuation (in 1946) the Inland 
Revenue had agreed a value of 20s per share, not 
£3, so that it is evident that the Inland Revenue 
. records of past valuations did not play a very 
important role in this case. 

For many years the company had been paying 
a gross dividend of only e per cent per annum, 
except for a single cash bonus of 1} per cent out of 
capital profits, paid in February 1948. The 
figure of £3 would thus show a yield of less than 
2 per cent gross, on a minority share holding 
which could only be disposed of under the strin- 
gent regulations of the articles. It is fair to say 
that the recent profits, in a period of inflation, 
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were many times the figure absorbed by such a 
modest dividend, and that the assets value of the 
shares, on the basis of the balance sheet as at 
September ist, 1947, was some £3 ro, On (ee 
other hand the company had large stocks, the 
prices of which were highly vulnerable, and a 
bank overdraft approaching £1 million. The ratio 
of current assets to liabilities was about 1-7 only. 

By 1952, some four years after the death, the: 
Estate Duty Office were still proposing £3 per 
share. It was evident that agreement was not 
going to be reached and accordingly a formal 
determination by the Commissioners in person 
became necessary. At this stage they called in 
Gm Harotp BARTON, F.c.a., whb valued the 
shares not at the £3 for which the Revenue were 
then contending, but at 34s, and the Commis- 
sioners made their formal determination on that 
figure accordingly. 

Whether this precipitate retreat from £3 is 
symptomatic of the confidence which the Com- 
missioners ordinarily repose in their own share 
valuation experts, or whether it proceeded from 
a reluctance to submit to public scrutiny the kind 
of valuation which the taxpayer without the means, 
or the inclination, to appeal is normally obliged 
to accept, is a matter for speculation. What is 
significant is the fact that, after prolonged negoti- 
ations, such a complete change of front can take ` 
place; a fact which those called upon to pay duty 
on unquoted shares in the future may do well to ` 
bear in mind. 

Sm Harotp BartTon’s valuation, which he 
arrived at after considering the information put 
before him by the Inland Revenue, was based on 
a yield of 3 per cent. After hearing the petitioners’ 
witnesses at the trial, he increased this figure to. 
4 per cent, giving the valuation of 25s for which 
the Revenue eventually fought, although two 
other witnesses for the Crown valued the shares 
at 28s 3d (Mr C. I. R. Hurron, c.a.) and 
30s (Mr T. A. HAMILTON Baynes, F.C.A.). A 
fourth Crown witness, Mr Lon, a stockbroker, 
also valued the shares at 255. 

Prior to the formal determination by the Com- 
missioners, Mr H T. NICHOLSON, F.C.A., on 
behalf of the petitioners, had been putting forward 
a value of 15s or 16s, based on the Actuaries’ 
Investment Index yield of 5 per cent, with a 
deduction of one-fifth to one-quarter for un-. 
marketability. The first witness for the petitioners 
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at the hearing was Mr H. A. BENSON, F.c.a., who 
valued the shares at 17s 2d. Starting with the 
average yield shown by the Actuaries’ Invest- 
ment Index of 5-09 per cent, he added 14 per cent 
in respect of unmarketability and restriction on 
transfer. This gave a price of 15s 2d to which he 
added 1s 6d because of the long-term possibilities 
and 6d for accrued dividend, making 17s 2d in all. 
The next witness, Mr R. A. Horney, another 
stockbroker, considered that he could have placed 
the shares on the market in March 1948, with a 
quotation, at 20s. Deducting 20 per cent for 
unmarketability, he arrived at a price of 16s. 
Mr Mark RICHARD Norman, of Edward de 
Stein & Co, merchant bankers, issuing house and 
_ advisers of investment trusts, who was the third 
to give evidence on behalf of the petitioners, 
considered that the yield should be half as much 
again as that shown by the Actuaries’ Investment 
, ‘Index. This produced a price of 135 4$d, but 
| to encourage a company trading overseas he 
would have been prepared to go up to rss, 
giving a yield of 6% per cent. Finally, Mr 
FRANK SAMUEL, chairman of United Africa Co 
Ltd, said he would have expected a yield of over 
6 per cent, plus one-third on account of transfer 
restrictions and unmarketability, making 8-19 
per cent, which would give a price of 12s 2d. 
The United Africa Co Ltd carries on a trade 
similar to that of John Holt & Co (Liverpool) 
Ltd, namely, that of West African merchants. 
After reviewing and commenting upon the 
evidence, Mr Justice DANCKWERTS pointed out 
that the holding in question represented only 
43,698 out of a total of 697,680 issued ordinary 
shares. Accordingly, any purchaser would be 
. dependent on the policy of the directors, so long 
as they should have the support of the general 
body of the shareholders. Such a purchaser 
would be different from the common kind of 
investor since this was a closely held private 
family company at the time. He would study 
the company’s past history and future prospects 
and would be more affected by the heavy losses 
sustained in the inter-war period that the 
Revenue witnesses had allowed for. Nor had 
they made sufficient allowance for the effects of 
ation, or the difficulty caused by heavy taxation 
=n expensive capital assets had to be replaced. 
other hand, such a special purchaser 
affected by the possibility of 
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capital appreciation than the petitioners’ witnesses 
had allowed for. Accordingly he came to the 
conclusion, making the most intelligent guess he 
could, that the shares ought to be valued at 19s. 
He awarded costs to the petitioners and refused 
the Crown leave to appeal to the Court of Appeal. 

By the time the issue between the parties had 
narrowed to the difference between 25s and 175 2d, 
a mere 7s 10d per share, the dispute had perhaps 
lost much of its interest, because no matter how 
expert the valuers employed, there is bound to 
be some difference of opinion on the precise 
weight to be attached to the various imponder- 
ables which have to be considered. What the public 
will have found to be most disturbing is the way 
in which negotiations were conducted up to the 
time of the formal determination at 345, although 
it will cause little surprise to those who have 
experience of the process. 

The time has perhaps come to renew the 
suggestion that appeals against valuations of 
personal estate should be brought in the first 
instance before a less expensive tribunal than the 
High Court, a tribunal similar to the income-tax 
appeal commissioners. The suggestion was re- 
jected by the Evershed Committee, one of the 
grounds of rejection being a fear that the Estate 
Duty Office: 

‘might become generally uncompromising in its 

attitude so that in the great majority of disputes 

the subject would feel compelled to go to the 
tribunal, whereas, in some of them, negotiation as 
at present would suffice’. 

The logic underlying this fear is not imme- 
diately apparent; Inspectors of Taxes who have 
to contend with appeals before Commissioners 
are not in general uncompromising in their atti- 
tude. Although, notwithstanding their lack of suc- 
cess before the Evershed Committee, advocates 
of a new tribunal have returned to the attack. 

Negotiations which take over five years and . 
which end with a determination at a figure 
nearly twice as much as that decided by the 
Court on expert evidence, could hardly be less 
satisfactory. Moreover the mere existence of a 
tribunal such as is suggested may cause a new 
breeze to blow in the region of Rockley House, 
a breeze which might even revive the flagging 
spirit of compromise, and make it less redolent 
of an Oriental bazaar. 





1 Cmd. 8878, para. 550. 
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riginal in the Guildhall Library 


Wyld’s Map of the City of London, 1842, from the o 


Alms-houses, Great Swan Alley, 1883, from the original in the Guildhall Library 
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A HALL AND 


Ts first complete account of the Hall 
of The Institute of Chartered Accountants 
in England and Wales! fully justifies the 
author’s enterprise and industry, and he is to be 
congratulated on achieving the apparently im- 
possible. It might have been thought that as the 
Institute is only some seventy-four years old (or 
young), its even less ancestral home was hardly 
an ideal subject for a full-length history, especially 
as there are several descriptions of the architecture 
and decoration already in existence. Mr STERN, 
however, has gone well behind the scenes, both 
in his excursions into the far distant past, and 
in describing those who took part in designing 
and building the Hall sixty years ago. The result 
is a most attractive and human book. 

In delving into bygone ages for the history of 
the site of the Hall, the author has turned the 
stones of Great Swan Alley to find beneath them 
the most fascinating facts, and he takes the 
reader back to 1444, when the form of animal 
life most likely to be encountered there was 
'‘Swannes geese’ rather than the watch-dogs of 
\Plommerce. In the days before London sprawled 
its buildings half across three or four counties 
and its citizens could stroll in the fields and on the 
oor round Moorgate, the ground where the 
Institute Hall now stands saw many changes of 
cene, In 1585, ‘William Man, a citizen and Mer- 
hant-Taylor’, bequeathed a lease of tenements in 
wan Alley to the ‘Poor of this Parish’, and it is 
suggested that these might be identified with 
the six almshouses which stood at the corner of 
the alley until 1892,.and are shown in one of the 
illustrations reproduced on the opposite page. 
The Puritans were wont to gather in this district, 
and scenes of violence occurred which, one 
imagines, find no parallel in the calm and 
dignified deliberations that now take place in the 
Council Chamber. However profoundly some of 
"our readers may disagree from time to time with 

. `, Ucial pronouncements, it is inconceivable that 

va should resort to summary execution by the 

nging, drawing and quartering in Great Swan 
My of the President or any members of the 
















(3 A History of the Hall of the Institute of Chartered Account- 
ants in England and Wales, by John H. Stern, M.A. (Gee & 
Co (Publishers) Limited. 15s net). 
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ITS HISTORY 


Council, a fate which was inflicted on the 
leaders of a fanatical sect in 1661. The Great 
Fire fortunately stopped short of Moorgate 
Place, as, many years later, did the great blitz 
which destroyed so many neighbouring buildings. 

The first accountant to set a somewhat timid 
foot in Coleman Street Buildings, which stood 
on the site of the Institute until the Hall was 
built, was Thomas Weddell, in 1843, but he 
withdrew it after only one year, and not until 
1865 did a firm of accountants, Johnstone, 
Cooper, Wintle & Co, settle down there and 
remain, under varying designations, until the 
time came for the demolition of their offices. 
Their example was soon followed by other 
accountants, all of whom of course were obliged 
to move when the plans for the new Hall were 
passed. 

‘When we mean to build. 

We first survey the plot, then draw the model, 

And when we see the figure of the house, 

Then we must rate the cost of the erection: 

Which if we find outweighs ability, 

What do we then, but draw anew the model 

In fewer offices, or at least desist 

To build at all?’ 

The words put into the mouth of Lord Bardolph 
by Shakespeare are appropriate to the first 
attempts of the founders of the Institute to erect 
a Hall, when the Royal Charter was granted in 
1880. In 1888 the then President, Mr F. 
Whinney announced that a site had been 
secured, and a year later Mr Deloitte made 
known that the design of Mr John Belcher, 
F.R.1.B.A., had been selected from among six 
submitted. 

The rest of the book is devoted to the archi- 
tecture, sculpture and painting, the library and 
its great possessions of valuable early works, 
and finally, a most interesting and valuable 
chapter on the personalities whose work lives on 
in this impressive and dignified building, once 
described by the Journal of the R.I.B.A. as: 

‘a standing monument to the happy results that 

can be achieved by the sympathetic collaboration 

of the architect, es sculptor and the painter’. 
Enjoyment of this book is greatly enhanced by 
the large number of illustrations, two of which we 
reproduce on the opposite page. 
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STAFF SELECTION 


by H. F. LOCK, B.Sc. 
Assistant Director, National Institute of Industrial Psychology 


S our chairman has said, I am an occupa- 
Az psychologist. A psychologist has been 
well defined as a man who tells you what you 
already know in words you don’t understand. An 
occupational psychologist goes one better: he tells 
you what you already know about your own job in 
words you don’t. understand. Kee I will avoid 
the jargon of my trade as much 
as possible in this brief review 
of some of the methods of staff 
selection and of some of the 
principles underlying them. 
The business of picking the 
right man for a given job is 
clearly of fundamental import- 
ance everywhere. I shall not 
confine my considerations to 
accountancy but I may use it 
from time to time for the pur- 
pose of eevee specific 
points. 


Study the Demands 
of the Job 


The first consideration in selec- 
tion, and one which is very 
frequently almost entirely neg- 
lected, is adequate job study. 
You cannot properly .select a § 
man for anything without a 
thorough, direct and specific 
knowledge of the demands and 
circumstances of the job. One 
of the great difficulties of those 
of us who try to advise people about selection is to 
persuade them to make an adequate job study first. 
It is not necessarily enough to have done the job 
yourself twenty or so years ago. You must clear your 
mind of the load of experience and knowledge which 
you have acquired during those twenty years, and 
consider, with a fresh eye and from the standpoint 
of the new-comer, just what the job entails. It is 
equally necessary not to think in terms of general 
traits and descriptive adjectives. It is much better — 
and incidentally much harder—to think exactly 
what the selected candidate will in fact have to do 
than to talk of tact and drive and initiative and the 
like. 

In an endeavour to consult the authorities on 
this head, I looked up the Ministry of Labour 
official booklet about accountancy as a career. It 
says that 
A lecture delivered to the London and District Society of 


Chartered Accountants on November. 18th. Mr W. G. 
Densem, F.c.a., Chairman of the Society, presided. 
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‘an intending accountant should have an aptitude 
for mathematics, be able to write legibly and think 
and express himself clearly’. 
It adds, I am sure justifiably, that the work of the 
accountant is hard and mentally exhausting. That is 
all that it officially afforded in the way of a job study. 
Let us look at it a little more closely. 

First, an aptitude for mathe- 
matics. I am not quite sure about 
that one: I am persuaded that 
many accountants are admirable 
mathematicians, but I should 
doubt if all of them are at home 
with projective geometry, matrix 
algebra, or integral calculus. I 
am equally. sure that many 
mathematicians are extraordin- 
arily bad at dealing with figures 
in the audit clerk’s sense. And 
I think that it would be the 
aptitude for figures that we should 
wish to explore rather than 
attainment in mathematics. I 
will pass over the need for 
legible writing, except to say 
that on this score a great many 
people nowadays would be in- 
stantly disqualified. Far more 
important, probably, is Aes, 
ability to think clearly; this 
repay further examination in 
moment, as will also the abili 
to express one’s thoughts. 

In making a really useful jo 
study, our aim should be to have in our minds 
clear idea of the actual circumstances and demands 
of the various aspects of the job. The next step, 
will be to form an equally clear picture of each of 
the candidates we have to consider; a picture so clear 
that we can match it with confidence against the 
background the job demands and thus go on to 
the final stage of deciding which of the Ge is 
the closest fit. There are, you see, three processes in 
selection: job study, candidate study and the match- 
ing process. Now, clearly, the matching process will 
be simpler, and is likely to be more reliable, if the 
studies of the job on the one hand and of the candi- 
date on the other are made in similar terms and on a 
comparable system. ‘There are obvious arguments 

st schematization in this field of the appraisal 
of h human beings -there are too many variables, 
people’s reactions differ in different circumstances, 
and so on. It does, however, encourage the getting 
down to essentials and the making of an orderly 
assessment. 
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“at the hearing was Mr H. A. BENSON, F.c.a., who 
‘valued the shares at 17s 2d. Starting with the 

average yield shown by the Actuaries’ Invest- 

ment Index of 5-09 per cent, he added 1} per cent 
in respect of unmarketability and restriction on 
transfer. This gave a price of 15s 2d to which he 
added 1s 6d because of the long-term possibilities 
and 6d for accrued dividend, making 17s 2d in all. 

The next witness, Mr R. A. Horney, another 
stockbroker, considered that he could have placed 

the shares on the market in March 1948, with a 
quotation, at 20s. Deducting 20 per cent for 
unmarketability, he arrived at a price of 16s. 

Mr Marx Ricuarp Norman, of Edward de 

Stein & Co, merchant bankers, issuing house and 
advisers of investment trusts, who was the third 
to give evidence on behalf of the petitioners, 
considered that the yield should be half as much 
again as that shown by the Actuaries’ Investment 
Index. This produced a price of 13s 4}d, but 
to encourage a company trading overseas he 
would have been prepared to go up to 155, 
giving a yield of 63 per cent. Finally, Mr 

FRANK SAMUEL, chairman of United Africa Co 

Ltd, said he would have expected a yield of over 

6 per cent, plus one-third on account of transfer 

restrictions and unmarketability, making 8-19 

per cent, which would give a price of 12s 2d. 

The United Africa Co Ltd carries on a trade 

similar to that of John Holt & Co (Liverpool) 

Ltd, namely, that of West African merchants. 

After reviewing and commenting upon the 
tvidence, Mr Justice DANCKWERTS pointed out 
that the holding in question represented only 
$3,698 out of a total of 697,680 issued ordinary 
thares. Accordingly, any purchaser would be 
lependent on the policy of the directors, so long 
is they should have the support of the general 
ody of the shareholders. Such a purchaser 
vould be different from the common kind of 
nvestor since this was a closely held private 
amily company at the time. He would study 
he company’s past history and future prospects 
nd would be more affected by the heavy losses 
ustained in the inter-war period that the 

Xevenue witnesses had allowed for. Nor had 

hey made sufficient allowance for the effects of 

nflation, or the difficulty caused by heavy taxation 
n expensive capital assets had to be replaced. 
me other hand, such a special purchaser 
affected by the possibility of 
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capital appreciation than the petitioners’ witnesses 
had allowed for. Accordingly he came to the 
conclusion, making the most intelligent guess he 
could, that the shares ought to be valued at 19s. 
He awarded costs to the petitioners and refused 
the Crown leave to appeal to the Court of Appeal. ` 

By the time the issue between the parties had 
narrowed to the difference between 25s and 17s 2d, 
a mere 7s 10d per share, the dispute had perhaps 
lost much of its interest, because no matter how 
expert the valuers employed, there is bound to 
be some difference of opinion on the precise 
weight to be attached to the various imponder- 
ables which have to be considered. What the public 
will have found to be most disturbing is the way 
in which negotiations were conducted up to the — 
time of the formal determination at 34s, although 
it will cause little surprise to those who have 
experience of the process. ve 

The time has perhaps come to renew the 
suggestion that appeals against valuations of 
personal estate should be brought in the first 
instance before a less expensive tribunal than the 
High Court, a tribunal similar to the income-tax 
appeal commissioners. The suggestion was re- 
jected by the Evershed Committee, one of the 
grounds of rejection being a fear that the Estate 
Duty Office: 

‘might become generally uncompromising in its — 

attitude so that in the great majority of disputes 

the subject would feel compelled to go to the 
tribunal, whereas, in some of them, negotiation as 
at present would suffice’. 

The logic underlying this fear is not imme- 
diately apparent; Inspectors of Taxes who have — 
to contend with appeals before Commissioners 
are not in general uncompromising in their atti- 
tude. Although, notwithstanding their lack of suc- 
cess before the Evershed Committee, advocates 
of a new tribunal have returned to the attack. 

Negotiations which take over five years and . 
which end with a determination at a figure 
nearly twice as much as that decided by the 
Court on expert evidence, could hardly be less 
satisfactory. Moreover the mere existence of a 
tribunal such as is suggested may cause a new 
breeze to blow in the region of Rockley House, 
a breeze which might even revive the flagging 
spirit of compromise, and make it less redolent 
of an Oriental bazaar. 





1 Cmd. 8878, para. 550. 
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T HIS first complete account of the Hall 
of The Institute of Chartered Accountants 
in England and Wales! fully justifies the 
author’s enterprise and industry, and he is to be 
congratulated on achieving the apparently im- 
possible. It might have been thought that as the 
Institute is only some seventy-four years old (or 
young), its even less ancestral home was hardly 
in ideal subject for a full-length history, especially 
is there are several descriptions of the architecture 
ind decoration already in existence. Mr STERN, 
aowever, has gone well behind the scenes, both 
n his excursions into the far distant past, and 
n describing those who took part in designing 
ind building the Hall sixty years ago. The result 
s a most attractive and human book. 

In delving into bygone ages for the history of 
he site of the Hall, the author has turned the 
tones of Great Swan Alley to find beneath them 
he most fascinating facts, and he takes the 
eader back to 1444, when the form of animal 
ife most likely to be encountered there was 
Swannes geese’ rather than the watch-dogs of 
ommerce. In the days before London sprawled 
ts! buildings half across three or four counties 
jad its citizens could stroll in the fields and on the 
noor round Moorgate, the ground where the 
nstitute Hall now stands saw many changes of 
cene. In 1585, ‘William Man, a citizen and Mer- 
hant-Taylor’, bequeathed a lease of tenements in 
iwan Alley to the ‘Poor of this Parish’, and it is 
uggested that these might be identified with 
he six almshouses which stood at the corner of 
he alley until 1892, and are shown in one of the 
lustrations reproduced on the opposite page. 
“he Puritans were wont to gather in this district, 
nd scenes of violence occurred which, one 
magines, find no parallel in the calm and 
ignified deliberations that now take place in the 
touncil Chamber. However profoundly some of 
ur readers may disagree from time to time with 
fficial pronouncements, it is inconceivable that 
1ey should resort to summary execution by the 
anging, drawing and quartering in Great Swan 
ley of the President or any members of the 





A History of the Hall of the Institute of Chartered Account- 
nts in England and Wales, by John H. Stern, M.A. (Gee & 
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$ A HALL AND ITS HISTORY 


Council, a fate which was inflicted on the 
leaders of a fanatical sect in 1661. The Great 
Fire fortunately stopped short of Moorgate 
Place, as, many years later, did the great blitz 
which destroyed so many neighbouring buildings. 

The first accountant to set a somewhat timid 
foot in Coleman Street Buildings, which stood 
on the site of the Institute until the Hall was 
built, was Thomas Weddell, in 1843, but he 
withdrew it after only one year, and not until 
1865 did a firm of accountants, Johnstone, 
Cooper, Wintle & Co, settle down there and 
remain, under varying designations, until the 
time came for the demolition of their offices. 
Their example was soon followed by other 
accountants, all of whom of course were obliged 
to move when the plans for the new Hall were 
passed. 

‘When we mean to build. 

We first survey the plot, then draw the model, 

And when we see the figure of the house, 

Then we must rate the cost of the erection: 

Which if we find outweighs ability, 

What do we then, but draw anew the model 

In fewer offices, or at least desist 

To build at all?’ 

The words put into the mouth of Lord Bardolph 
by Shakespeare are appropriate to the first 
attempts of the founders of the Institute to erect 
a Hall, when the Royal Charter was granted in 
1880. In 1888 the then President, Mr F. 
Whinney announced that a site had been 
secured, and a year later Mr Deloitte made 
known that the design of Mr John Belcher, 
F.R.1.B.A., had been selected from among six 
submitted. 

The rest of the book is devoted to the archi- 
tecture, sculpture and painting, the library and 
its great possessions of valuable early works, 
and finally, a most interesting and valuable 
chapter on the personalities whose work lives on 
in this impressive and dignified building, once 
described by the Journal of the R.I.B.A. as: 

‘a standing monument to the happy results that 

can be achieved by the sympathetic collaboration 

of the architect, the sculptor and the painter’. 
Enjoyment of this book is greatly enhanced by 
the large number of illustrations, two of which we 
reproduce on the opposite page. 


626 


S our chairman has said, I am an occupa- 
Az psychologist. A psychologist has been 
well defined as a man who tells you what you 
already know in words you don’t understand. An 
occupational psychologist goes one better: he tells 
you what you already know about your own job in 
words you don’t understand. However, I will avoid 
the jargon of my trade as much 
as possible in this brief review 
of some of the methods of staff 
selection and of some of the 
principles underlying them. 
The business of picking the 
right man for a given job is 
clearly of fundamental import- 
ance everywhere. I shall not 
confine my considerations to 
accountancy but I may use it 
from time to time for the pur- 
pose of illustrating specific 
points. 


Study the Demands 
of the Job 


The first consideration in selec- 
tion, and one which is very 
frequently almost entirely neg- 
lected, is adequate job study. 
You cannot properly select a 
man for anything without a 
thorough, direct and specific 
knowledge of the demands and 
circumstances of the job. One 
of the great difficulties of those 
of us who try to advise people about selection is to 
persuade them to make an adequate job study first. 
It is not necessarily enough to have done the job 
yourself twenty or so years ago. You must clear your 
mind of the load of experience and knowledge which 
you have acquired during those twenty years, and 
consider, with a fresh eye and from the standpoint 
of the new-comer, just what the job entails. It is 
equally necessary not to think in terms of general 
traits and descriptive adjectives. It is much better — 
and incidentally much harder—to think exactly 
what the selected candidate will in fact have to do 
than to talk of tact and drive and initiative and the 
like. 

In an endeavour to consult the authorities on 
this head, I looked up the Ministry of Labour 
official booklet about accountancy as a career. It 
says that 
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‘an intending accountant should have an aptitude 
for mathematics, be able to write legibly and think 
and express himself clearly’. 
It adds, I am sure justifiably, that the work of the 
accountant is hard and mentally exhausting. That is 
all that it officially afforded in the way of a job study. 
Let us look at it a little more closely. 

First, an aptitude for mathe- 
matics. | am not quite sure about 
that one: I am persuaded that 
many accountants are admirable 
mathematicians, but I should 
doubt if all of them are at home 
with projective geometry, matrix 
algebra, or integral calculus. I 
am equally sure that many 
mathematicians are extraordin- 
arily bad at dealing with figures 
in the audit clerk’s sense. And 
I think that it would be the 
aptitude for figures that we should 
wish to explore rather than 
attainment in mathematics. I 
will pass over the need for 
legible writing, except to say 
that on this score a great many 
people nowadays would be in- 
stantly disqualified. Far more 
important, probably, is th 
ability to think clearly; this wil 
repay further examination in 
moment, as will also the abili 
to express one’s thoughts. 

In making a really useful jo 
study, our aim should be to have in our minds 
clear idea of the actual circumstances and demande 
of the various aspects of the job. The next ste 
will be to form an equally clear picture of each o 
the candidates we have to consider; a picture so clear 
that we can match it with confidence against the 
background the job demands and thus go on to 
the final stage of deciding which of the candidates is 
the closest fit. There are, you see, three processes in 
selection: job study, candidate study and the match- 
ing process. Now, clearly, the matching process will 
be simpler, and is likely to be more reliable, if the 
studies of the job on the one hand and of the candi- 
date on the other are made in similar terms and on a 
comparable system. There are obvious arguments | 
against schematization in this field of the appraisal 
of human beings- there are too many variables, 
people’s reactions differ in different circumstances, 
and so on. It does, however, encourage the getting 
down to essentials and the making of an orderly 
assessment. 
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The Seven-point Plan 


There are quite a number of possible systems for 
assessment purposes. Basieally, though, there are 
two groups of questions which have to be asked. 
We have, first, to decide what level and pattern of 
abilities the job will demand; and, second, to consider 
what kind of a person will best suit the circumstances 
of the job. These two questions, I repeat, are basic: 
how able a person, what kind of a person. But this, 
of course, is hardly a systematization, the questions 
are too general. One convenient way of breaking 
down the assessment into manageable chunks is 
known as the seven-point plan. This has the advant- 
age that it is fairly simple, whilst at the same time 
allowing for coverage. of most of the essential 
ground; it has also the advantage that it can be 
applied equally well to the study of the job and of 
g the candidates. 

The seven-point plan provides seven ways of 
looking at a person, or at a job, and it involves the 
asking, and answering, of something like thirty 
questions. A proper study of the job permits the 
determination of essential and desirable standards 
under each of the seven headings: one set that it is 
essential that the candidate should reach, and another, 
higher, one that it is desirable that he should reach. 
A consideration of the candidate under the same 
system permits of an- orderly marshalling of his 
qualifications, advantages, disabilities, and so on in 
such a way that the third process of selection ~ the 
matching-up process—can be carried out more 
easily than would be the case if the arrangement of 
evidence was purely random. 

Physical qualities. If I may run quickly through 
the seven points, the first is that of physical qualities. 

WOn the one hand, does the job impose any standards 
of health, physique, appearance, bearing, or speech? 
On the other, how well does each candidate meet 
these standards? If I may use my authority again as 
an example, the Ministry of Labour says that 
accountancy ‘involves mental rather than physical 
effort’ and is suitable for disabled persons provided 
that powers of concentration are not impaired by the 

disability and that they are reasonably mobile. That 

' seems fair enough; nothing is said about standards of 
appearance, bearing and speech, but one has one’s 

ideas about that. Clearly, they must in fact be fairly 

’ impressive. 

Attainments. The next of the seven headings is 
that of attainments. In considering the requirements 
of the job, for instance, we shall make up our minds 
what is the minimum educational requirement, with 
any additions which, though not actually essential, 
may be desirable. For an articled pupil, for example, 
I imagine that you would look for at least five passes 
in the G.C.E., including English and mathematics. 
Except in the case of school-leavers we shall also 
want to establish standards of occupational training 
and experience; we may decide that some particular 
job needs a man with at least five years’ experience 
of bankruptcy work, or whatever it may be. Again, 
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a matter of deciding essential and desirable standards 
and of determining, in the case of each candidate, 
how well he measures up to them. 

General intelligence. The third heading of the seven- 
point plan is that of general intelligence: and this is 
a much trickier one. Clearly, there zs such a thing as 
intelligence — something which distinguishes the 
bright from the dull. Clearly, too, people vary in the 
amount of it which they have—some are bright, 
some are dull. For many purposes, intelligence can 
be equated with the ability to learn — not merely to 
acquire knowledge in the school sense, but to adapt 
to new circumstances and to acquire new skills. 
Obviously, again, different jobs have different de- 
mands in the way of standards of intelligence. The 
difficulty comes in attempting to quantify. If, for. 
example, we say - as I am sure we shall - that a boy 
intending to enter articles as an accountant must 
have above-average intelligence, what exactly do we 
mean? What is ‘average’ and how much above it 
must he be? Again, there is the problem of gauging 
effective intelligence. People don’t use all the intelli- 
gence they’ve got, as a general rule. We shall return 
to this point when we come to consider the sources 
of evidence upon which our judgment of candidates 
must be based. 

Special abilities. Besides intelligence, other 
abilities, talents, or aptitudes may be distinguished, 
which may be called for to a greater or lesser extent 
by any particular job. Mechanical aptitude, for 
example, and manual skill, and talents for drawing 
and music, will all be present to a greater or lesser 
degree in any individual. Facility in the use of figures 
and of words are probably of more importance in 
the kind of job we are considering. Neither is by any 
means the same thing as intelligence: you may get a 
highly intelligent person who is hopeless at figures 
or, at the other extrerne, the calculating prodigy who 
is in other respects in need of care and control. 
Some highly verbal persons are also highly intelli- 
gent, but the correlation is by no means perfect. 

Interests. The fifth of my seven points is that of 
interests. It may be, and often is, argued that this is 
entirely irrelevant; that it does not matter whether a 
man does fretwork or collects stamps or grows roses 
in his spare time. It is, I think, very true indeed that 
there may be comparatively little connection between 
the nature of a youth’s preferred pursuits and the 
kind of job he should do. It would be unsafe, for 
instance, to infer that because a boy likes doing sums 
in his spare time he should automatically become an 
accountant. Nevertheless, even the mature of an 
applicant’s interests may have some relevance to 
selection; and almost certainly the quality and range 
of his interests will throw light on his disposition. 

Disposition. And disposition, as it happens, is the 
sixth of my seven points. The word ‘disposition’ has 
a fairly well-understood colloquial meaning; we speak 
of a person as having a cheerful or calm or retiring 
or bossy disposition and have a reasonably clear 
idea of what we mean. The number of adjectives we 
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might use to qualify the word disposition is very 
large; for practical purposes, we must restrict our- 
selves to three or four. Often, for example, it is 
necessary to consider our candidates’ acceptability: 
how well is he likely to fit in with the people with 
whom he will have to work; how is he likely to strike 
clients, and so on. Reliability istan aspect of disposi- 
tion which must almost certainly be assessed. Self- 
reliance is another. 

For some jobs it may be essential to asseas a 
candidate’s ability to lead: to decide whether he is 
likely to be able to influence others, to get them to 
do what he wants them to do, and so on. The essential 
thing under this heading is to avoid vague generaliza- 
tion upon insufficient evidence. One should try to 
formulate clear questions — does he work well with 
others? do his opinions carry weight? is he capable of 
going for long-range objectives in a determined 
fashion? and so on — and look for evidence rather than 
‘hunch’ to answer them. ` 

Circumstances. The last of my seven points is 
circumstances. We must take some account of our 
candidate’s circumstances, of the opportunities he 
has had, of the difficulties he has had to contend 
with, if we are to get his achievements into the right 
perspective. We must know, also, something of igs 
present circumstances; of his mobility, of his family 
ties, and so on. 

The business of selection, you see, is essentially 
that of making a forecast. To have a chance of being 
valid and reliable, a forecast should be based upon a 
hypothesis. A hypothesis is a provisional theory to 
explain observed facts. In order to try to predict a 
candidate’s behaviour in the known circumstances 
of a particular job, it is therefore necessary first to 
acquire enough evidence about him; next, to marshal 
this evidence into assimilable form; then to form a 
hypothesis about his talents and temperament, based 
upon the evidence. 5 


Sources of Evidence about Candidates 

We have considered, so far, the kind of evidence we 
ought to seek about our candidates and how we ought 
to marshal it. The obvious next point is to consider 
its sources. Whence, and how, do we secure our 
information? There are in fact a number of sources. 
We ought so far as possible to acquaint ourselves 
with our candidate’s early background. This is by 
no means irrelevant; the evidence so provided may 
have great value in enabling us to get other indica- 
tions into proper perspective. We ought certainly to 
explore our candidate’s school history; to explore 
it fully, to review his achievements and attitudes 
and difficulties in the form-room, on the games field, 
and in all the aspects of school life. In the case of the 
school-leaver, of course, this is almost the only 
source of evidence about him. Even with the some- 
what older candidate, however, achievements and 
attitudes in the world of school may well be significant 
and should be explored. 

Next, we should of course consider our candidate’s 
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advanced education and professional qualifications, 
if he has any. We shall certainly explore his work 
history very fully; and, if we are wise, we shall also 
cover his record in the Forces, whether during the 
war or otherwise. It is true that the abilities and 
qualities of disposition necessary for military success 
are not necessarily transferable without change of 
emphasis to civil life. It is equally true that some of 
the virtues of the latter do not figure so prominently 
in the former. For all that, a man’s service record and 
his apparent attitudes to military life are sources of 
evidence about him which should in my view not be 
altogether neglected. Another source of evidence 
about our candidate is, as I have already said, his 
interests. We should certainly try to find out some- 
thing about what he likes to do, and does do, in his 
spare time. 

Methods of the Selector 
I must, I think, at this point turn to a short consider- . 
ation of the methods of the selector. There are a. 
number of ways in which we can seek evidence whi 
will help us to assess our candidates. We shall prob- 
ably begin by considering his letter of application. 
I am not here suggesting the use of graphology, 
although it is in fact, I believe, quite widely used in 
some countries. But a candidate’s chance of getting 
on to a short list does depend a great deal on the 
form, content, and style of his original letter. I don’t 
know that there is a great deal to be said about this 
aspect of selection; I myself prefer a short hand- 
written letter, covering a typed curriculum vitae. 
But, clearly, this is in any case only a beginning. 

Next, we may consider testimonials and follow up 
references. We shall all, I suppose, have our opinio 
as to the value of this. A reference from someone 
known to you, whose opinions you are able to 
evaluate, will, of course, carry weight; a general 
testimonial of honesty, sobriety and punctuali 
dated fifteen years ago may, or may not, be worth 
the paper it is written upon. 

Let us assume, however, that by fair means or 
foul we have arrived at a short list of, say, six or 
eight candidates, all of whom, on paper, are roughly 
comparable with each other and with the demands of 
the job. Very generally, there are three techniques 
which may be applied to them. First, we shall almost 
certainly wish to interview them. Second, we may 
conceivably expose them to one or more tests. 
Thirdly, if the occasion is sufficiently important, 
we may use one or other of the kinds of group pro- 
cedure which have been developed in the last fifteen 
years or so. Let us consider these three possibilities. 


Interviewer’s Primary Task 
The primary task of the interviewer is to get to know 
the candidate; to form an opinion, Ap short, about his 
ability and disposition. One of the main functions 
of the interview is the exploration of the candidate’s 
attitudes, and, generally, it may be expected to throw 
light upon intellectual and social skills, upon personal 
energy, upon technical knowledge and experience, 
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and so on. In point of fact, the interview has been 
shown, in a number of experimental studies, not to 

» be a particularly valid or reliable method of assess- 
ment. A typical coefficient of reliability for the 
interview is about o's; which, if my elementary 
knowledge of statistics does not let me down, means 
that if two average interviewers interviewed 100 
candidates for twenty vacancies, their respective 
final lists would contain nine names in common. 
This is perhaps a little shaky; and we are not all, of 
course, even averagely good interviewers. The fact 
remains though, that in ordinary circumstances the 
interview is the main method of assessment. It is 
subject to all kinds of error: inadequate coverage, 
tactless handling, excessive ‘halo’ effect, and many 
others. 

But, as I say, interviewing is the means of assess- 
ment which we usually rely mainly upon, and if I 
were to try to deal with it at all thoroughly I should 
need another hour. The trouble is, of course, that we 
all think we are good interviewers whilst in point of 
fact rather few of us are anything of the kind. The 
great thing is to try to put your candidate reasonably 
at his ease; establish what it is nowadays fashionable 
to call rapport with him: to control the interview so 
as to ensure adequate coverage of all the ground we 
want to cover; and, in general, to get as much 
evidence as possible out of what must usually bea 
fairly short time. 


Value of Tests 


As to the use of tests, I am quite sure, personally, 
t in something like nine cases out of ten, properly 
ected tests, properly administered and properly 
terpreted, can add something very valuable to the 

total pile of evidence which we must try to accumu- 

late about our candidates. I am speaking here, of 
course, of the things which are usually called ‘in- 
telligence tests’ and which are an object of consider- 
able suspicion to a large number of people. This 
suspicion, I think, may be fully justified if tests are 
not properly selected or not properly interpreted. 
But very briefly, the intelligence test first of all 
constitutes a standard task, upon which all the 
‘ candidates can be fairly judged. Secondly, it provides 
an objective meaning to the word ‘average’. If any 
two people are asked to rate a third person for 
intelligence it is quite likely that their ratings will 
vary. There are a number of possible reasons for 
this, of course; but probably the most fundamental 
| one is the fact that we have no other standards to 
apply in such a judgment but our own. The ‘average’ 
intelligence is probably an intelligence a little lower 
than our own; and the trouble is, of course, that our 
own standards vary a good deal from one individual 
to another. The intelligence test does get over that, 
of course, because it is invariably standardized on 
large populations. 
Tf I were to begin to deal with the 64-dollar ques- 
tion of exactly what tests test, I should need another 
lecture, as I said just now. In point of fact, there is 
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no doubt whatever, I think, that there is a general 
factor of intelligence and that a good intelligence test 
measures that factor very fairly well. I am quite pre- 
pared to agree, however, that it ig not quite the same 
thing as effective intelligence, or the power of dealing 
with real problems. The intelligence a man possesses 
is one thing; the amount of it which he habitually 
uses is another. However, I repeat my view that 
whilst I would not care to do very much selection 
with no evidence but that of intelligence tests, I 
regard such evidence as a very useful addition to that 
derived from a study of the history, from the inter- 
view and so on. 


Group Procedures 


Finally, there are the so-called ‘group procedures’. 
Very briefly, the idea underlying these is that in cases 
where there are a number of candidates of roughly 
comparable merit, it is by no means a bad idea for 
those responsible for making the selection to see 
them in action together. On the mere face of it, this 
ought to facilitate the process of selection; and whilst 
I should be hard put to it to provide positive evidence 
of the validity of the group procedure, I can only say 
that in my experience very nearly everyone who sees 
it tried, in proper circumstances, is prepared to 
agree that it is helpful. 

I haven’t, of course, time to consider the form of 
the group procedure in any detail at this time of the 
evening. Very briefiy, the simplest way of doing it is 
to get your candidates seated round a table, in cir- 
cumstances of reasonable comfort, and to get them 
to talk for forty minutes or so about some subject of 
common interest. They are observed by the selec- 
tion board, who have opportunities to see the way in 
which each candidate reacts to the situation, and to 
secure more evidence about their respective intellec- 
tual and social skills, about their personal attitudes 
and about their abilities and disposition generally. 

There are, of course, many variants and elabora- 
tions of the group procedure, up to the sort of thing 
that goes on at Civil Service Selection Board and eo on. 

Once again, let me say that whilst I don’t regard 
group procedure as being infallible, or as being 
appropriate to every possible selection job, my view 
is that if they are properly used in suitable circum- 
stances they can, once again, add significantly to the 
pile of evidence about each candidate which we 
should accumulate before arriving at what may bea . 
fairly important decision. 

In conclusion, let me underline the fact that no 
procedure, however elaborate, will do the job of 
selection for you. In the last analysis, you must form 
the judgment. The object of the kind of procedure 
that I have been talking about in the last few minutes 
is to secure enough valid, relevant and reliable 
evidence to enable a judgment to be safely made. 
We shall still make mistakes, of course, but they may 
be rather fewer and of rather less importance if the 
decisions have been based on a proper consideration 
of the problems involved than otherwise. 
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WEEKLY NOTES 


New Member of the Council of the Institute 


Mr Philip Vaughan Roberts, a.c.a., chief accountant 
and a director of the Imperial Tobacco Co Ltd, has 
been elected a member of the Council of The Institute 
of Chartered Accountants in England and Wales. 

Mr Roberts is a 
past president of 
WR The Bristol and West 

of England Society of 
Chartered Account- 
ants and he has been 
a member of the Tax- 
ation and Research 
d Committee since its 
original inception as 
the Taxation and 
Financial Relations 
Committee. 

Educated at 
Christ’s Hospital, 
Mr Roberts was 
articled in 1913 to the late Mr H. Holton Sturges, 
F.C.A,, senior partner in the London firm of 
Harber, Sturges & Fraser. Mr Roberts enlisted in the 
Honourable Artillery Company in 1914 and a year 
later was commissioned in the Queen’s Own Royal 
West Kent Regiment. He was wounded at the first 
battle of the Somme. After serving throughout the 
First World War he returned to his studies and was 
admitted an Associate of the Institute in 1920 after 
gaining third place in the Final. 

After a period of two years at the London office of 
Messrs Price Waterhouse & Co, Mr Roberts became 
assistant to the chief accountant of the Imperial 
Tobacco Co Ltd. He was appointed to his present 
position of chief accountant of the company in 1929 
and has been a director since 1947. 
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Balancing Allowance Anomaly 


When the initial allowance on machinery and plant 
was temporarily withdrawn, the draftsman of the 
legislation evidently overlooked the fact that the 
title to balancing allowance might depend on an 
initial allowance having been made. It was never 
the intention to withdraw the balancing allowance but 
this did in fact result in those cases where the 
machinery was bought after April sth, 1952, but 
before April 15th, 1953, when initial allowance was 
restored. If such machinery was disposed of at a loss 
in the same accounting period in which it was bought, 
it did not qualify for balancing allowance, for Section 
292 (1) of the Income Tax Act, 1952 (re- enacting 
Section 17 of the Income Tax Act, 1945), confines 
balancing allowance to machinery ‘in respect of which 
an initial allowance or an annual allowance has been 
made’. This anomaly has been pointed out in our 
correspondence .columns on September 12th and 


26th. Our E very rightly pointed out 
that a concession ought to be granted in such cases. 
We learned this wee oe the Inland Revenue have 
now decided to grant this concession. Presumably 
computations already agreed can now be reopened in 
appropriate cases. 


The N.U.M. and Estate Duty 
The official inquiry into estate duty anomalies was 
again in the news this week as a result of a new memo- 
randum by the National Union of Manufacturers, 
which has been indefatigable in E the short- 
comings of estate duty to the Chancellor’s attention. 
The memorandum calls for a public inquiry ‘to probe 
the full extent of the damage which is being done to 
the private sector of industry by the heavy rate of 
death duties, and advise as to the appropriate 
remedies’. The statistical investigation carried out by 
the Inland Revenue, on which we reported in our 
issue of July 21st, 1951, does not seem to have satisfied 
anybody other than the Inland Revenue themselves. 
The memorandum points out that it is now over 
three yeass since the Union drew attention to the 
problem. Although the Finance Act, 1940, Section 55 
is one of the principal bugbears, the Union looks for 
a reduction in the high rates charged. As regards 
valuation itself, it is suggested that a new tribunal be 
set up to decide disputes on valuation. The tribunal 
would be on the lines of the Transport Arbitration 
Tribunal, consisting of a lawyer, an accountant, 
a person experienced in finance. The memorand 
urges that such a tribunal should conduct its pro 
ceedings in public. The course of the negotiations in 
Holt v. C.I.R., which we review in a leading article in 
this issue, gives added point to this need. 


Profits Tax: Shares Redeemed at a 
Premium 

The decision of Mr Justice Upjohn in CLLR. v. 
Universal Grinding Wheel Co Ltd ([1953] 32 A.T. x 
180), which we briefly reported in our issue of May | 
16th, 1953, has been upheld in the Court of Apped! 
(The Times, November 28th, 1953). This was to the 
effect that where redeemable preference shares are 
redeemed at a premium under the terms on which 
they were issued, then the money paid out of profits 
as premium is a sum applied in reducing share capital 
within the meaning of the Finance Act, 1947, 
Section 36 (1), proviso. Accordingly, although i 
amounts to profits distributed to shareholders, it is 
not a distribution for profits tax purposes. Upjohn, J., 
expressed some doubt on the matter, and the Court 
of Appeal decision was a majority one, Lord Justice 
Hodson dissenting. Leave to appeal to the House of 
Lords was given. The decision is of course very far- 
reaching in its effect, and if the Crown is unsuccessful 
in its appeal, the next Finance Bill may well reverse 
the detision. 


r 
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Production and Exports 

While concern continues to be expressed about the 
failure of exports to show any notable resilienge 

industrial production continues to expand. K oo 
one statistical confirmation that goods are going in- 
creasingly into the home market and that inflation 
for the time being is being warded off not so much by 
continence on the part of the public as by the ability 
of supplie: to keep in pace with purchasing power. 

The Central Statistical Office expects that the 
official index of production will be about 127 or 128 
for October. If this should be so, it will compare with 
120 in the same month of 1952 and with rar in 
October 1051. The increase compared with Septem- 
ber will have been of the order of about 2 per cent, 

Quite a ‘wide variety of industries have contributed 
to the incr ae in October. Outstanding among them 
have been ‘steel, motor vehicles and certain textiles. 
Steel, motor vehicles and rayon were running at 
record levels during the month. On the other hand, 
coal is still lagging and it is possible that a serious fuel 
situation hs been avoided only by the exceedingly 
mild weather so far this autumn. 

It seems jprobable that the recent buoyant trend of 
industrial »utput will carry on through the turn of 
1953-54. Mone of the industries which are setting the 
pace are likely to suffer an abrupt change over the 
fourth quarter of the year and the Christmas shop- 
ping season adds a seasonal fillip to business. Neither 
steel nor notor vehicles are quite so sure of their 
markets in early 1954. Steel will still have a ready 
market but:some lines will have to be sold with grow- 
ing vigour and motor-cars may have a problematical 
1954. The butlook, like the weather at the moment, 
is'‘settled. "here are factors which may develop early 
next year, however, notably in the export market, 
which prevent such a short-term forecast having a 
complacent ring about it. 


Public Corporation for the B.I.F. 
A White Paper, published last week, gives the 
findings of the sub-committee set up by the Exhibi- 
tions Advisory Committee of the Board of Trade 
on the future of the British Industries Fair. One of 


` its main recommendations, to create a public corpora- 


tion to run the fair, has already been accepted by the 
Governmei|t for the London section of the exhibition. 

The report recommends that there should be a 
corporatior! set up under the Companies Act with a 
board of nit more than seven directors — a chairman, 
a Governrient nominee, a representative of the 
Birminghara Chamber of Commerce and four 
independert members. The chairman should be a 
prominent industrialist. A further recommendation 
is that the Government should guarantee the cor- 
poration for five years up to {100,000 and during 
those years the corporation should so conduct itself 
that it can carry on thereafter without Govetnment 
help except for an annual grant of Zrooooo for 
overseas publicity. The new set-up should take over 
as from 1955. 
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The Government, if it accepts these proposals, 
would, in effect, be removing the complete Govern- 
ment control which has existed so far in favour of an 
organization more representative of industry (a form 
of control much favoured with the big fairs on the 
Continent) and insisting on the B.I.F. running on a 


‘financial basis sufficient to meet its needs for working 


capital apart from the initial subvention and the 
annual one for overseas publicity. The new corpora- 
tion would thus be left to find its own solution 
within the discipline of a profit and loss account 
to the difficult problem of how to sustain exhibitors’ 
interest in the Earl’s Court section of the Fair. The 
Castle Bromwich section, which is run by the 
Birmingham Chamber of Commerce, has developed 
through the years into a much more successful 
venture from a commercial point of view. The 
experience gained there would be of value to the new 
corporation if all the suggestions in the White Paper 
are adopted. 


Higher Licence-free Building Limit 

The Minister of Works has announced that as from 
January rst, 19545 the licence-free limit for all agri- 
cultural and industrial building will be raised to 
£25,000. At the same time the licence-free limit on 
other building will be raised to £1,000. From that 
date also local authorities will be able to give buildin: 
licences automatically for houses up to 2,500 sq ft 
for up to fifty houses at a time. 

Activity in the building industry has been on the 
increase both for houses and industrial premises right 
through this year so far and this steady expansion has 
been part of an overall steady expansion since the war. 
But within the overall increase, industrial building 
has fared worse than housing. In the second and third 
quarter of 1951 industrial buildings under construc- 
tion were valued at £183 million. At the end of 
August this year, the latest month for which figures 
are available, factories under construction were at 
£154 million, having dropped just below £150 million 
at the turn of the year. On the other hand it looks as 
though the number of building projects approved in 
the third quarter of this year will have been about 
equal to those approved in the first quarter of 1951. 
In other words, the process of stepping up the rate of 
industrial building is already well in hand before the 
relaxation in controls due on January et comes into 
effect. Among building materials, steel is now running 
at a high level of output and among other key 
materials only bricks and clay tiles were in a worse 
stock position in the early autumn than they were 
twelve months previously. Brick production, which 
was a Critical factor this summer, has now begun to 
build up a rate of output well above that for the same 
period a year ago though stocks may build up more 
slowly. 

It is beginning to look as though the final dis- 
mantling of building restrictions, perhaps the most 
notorious of all the controls in the eyes of the public, 


has begun. 
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Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘The Sacred Cows of Taxation’ 


Sir, — Mr Alun Grier Davies’s footnote to my letter 
in last week’s issue is so much to the point that I 
hardly feel at all the burden of duty to unbaffle him: 
the burden of gratitude to him will be shared by so 
many, I believe I can bear my share of this too. 

If the truth of Angus Fletcher’s favoured French 
proverb endures, one may wonder upon whose 
authority its excellent principle was later forsaken, 
and whether its abandonment was essentially con- 
nected with its value as a principle of tax collection. 
. .. plus de mouches... of what? Of tax? Of 
employment? of security? of authority? Argument by 
analogy is liable to leave many questions unanswered, 
and unasked. 

This is not meant to question Angus Fletcher’s 
use of the term, which in its context was specifically 
related to tax yield; but only to exemplify the choice 
of interesting conclusions available in the method of 
argument by analogy. 

Since the days of Angus Fletcher, Scottish Comp- 
troller-General, 100 years have passed, and it may 
well be due for consideration afresh what application 
the principle of his French proverb might have today 
for the great benefit of us all. I think Mr Davies may 
have rendered us a more important service in calling 
attention to this matter than. may now be realized 


The danger in a moral void is not that we shall not 
receive the answer, but that we shall be told ES 
question too. 


Mr Davies may remember, a fire-cracker style was 
for a while highly considered one November. 
Yours faithfully, 
Bromley, Kent. B, KENNETH FLETCHER. 


Sir, — With reference to the article in the November 
ast issue of The Accountant entitled “The sacred 
cows of taxation’, Mr Davies seems to have included 
one ‘screw’. I refer to his remarks regarding ‘the 
meticulous chasing of pennies’. I would suggest that 
he is either out of touch with present conditions in 
the provinces or has in his district one of those less 
agreeable Inspectors with whom we are plagued from 
time to time. As a general run I think it can be said 
that ‘a detailed check’ is certainly not made in prac- 

tically y every case by the Inspector of Taxes. Since 
the back duty deve began this has been very 
noticeable. 

With regard to the ‘golden calf’ of P.A.Y-.E., has 
not the time come for the Institute to make repre- 
sentations to the Board of Inland Revenue? Many 
Revenue officials appear to forget that the employer 
and his accountant are now called upon to do much 
of the work previously carried out by the Inland 
Revenue and there is a tremendous waste of time and 


money in trying to enforce the exact procedure in all 
cases. The scheme was designed for the larger under- 
takings with an office staff to work it. It is cumber- 
some for the cases of directors’ remuneration, farmers 
and one-man businesses with no office staff. 

Yours faithfully, 

Bridgwater. VC BURSTON. ` 
[The seventeenth meaning of the word ‘screw’ given 
in the Oxford. English Dictionary is ‘a horse not 
perfectly sound; also by a transfer of meaning, a cow 
not Ser? healthy’, — Editor.] 


. Section 459 (14), Companies Act, 1948 
Sm, — Your correspondent, ‘Perplexed’, has raised an 


interesting point (your issue of November th). 


Section 459 of the Companies Act, 1948, is con- 
cerned with the ‘repeal and savings’ of earlier Acts 
affecting companies. Subsection 14 of that section 
appears to state that the incorporation of a company 
under an earlier Act is in no way affected by the 
repeal of that Act nor are the regulations for its 
management under the repealed Act (so far as they 
remain legally in force at the commencement of the 
Companies Act, 1948). 

In my opinion the purpose of subsection 14 of 
Section 459 is to allay any doubt that repeal of an 
earlier Act would terminate the legal existence a a 
company incorporated undr that Act. 

I think it then follows that Section 184 of 
i ae Act, 1948, overrides any other ere 
for the removal of directors during the validity of the 
Companies Act, 1948, that is to say, that directors 
may only be removed from office in the manner 
provided by Section 184 on and from July 1st, 1948. 


Yours faithfully, 
Tolworth, Surrey. K. E. W. HIDER. 


Double Taxation in Canada 


Sm, — I refer to your Weekly Note on Canadian tax 
cuts in your issue of February 28th last. In com- 
menting on the Canadian budget. for 1953-54 you 
state that dividends from Canadian corporations are 
now reduced by 20 per cent in arriving at individual 
total incomes to reflect the fact that profits out of 
which the dividend is paid have already borne tax. 
You further point out that the shareholders of a 
British company get no relief in respect of pronta 
tax borne by it. 

May I, in- turn, respectfully point a that sithoush 
your comments are absolutely correct, they may give 
rise to a false impression that Canadian shareholders 
receive substantial relief from double taxation as 
compared with shareholders of British companies. 

A shareholder of a Canadian company receives his 
dividend from the profits remaining after payment of 
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corporation income-tax, i.e. 20 per cent on the first 
$20,000 of profit and 49 per cent on the excess. He 
pays personal income-tax on such net dividend, with 
only a small measure of relief from double taxation, 
i.e. tax on 20 per cent of the dividend. He also pays a 
separate 4 per cent tax on investment income, subject 
to certain reliefs, which increases further the total 
taxation paid on the company’s distributed profits. In 
Britain, however, a shareholder does not have to pay 
any additional income-tax on his dividend, and may 
even claim a refund from the Inland Revenue if he is 
not liable at the full standard rate paid by the com- 
pany. Admittedly he receives no relief for profits tax 
paid by the company, but as this will generally be 
lower than the average rate of corporation income-tax 
paid by a Canadian company, the Canadian share- 
holder is subject to double taxation to a much higher 
degree than is the case in England. 

I appreciate, of course, that the total effect of 
income-tax, profits tax and sur-tax would have to be 
taken into account in individual cases, but as the 
British shareholder receives full credit for income-tax 
paid by the company, and as personal income-tax in 
Canada is on a graduated scale rising to 86 per cent, I 
should imagine that the majority of Canadian share- 
holders are taxed more heavily than they would be in 
the United Kingdom. 

The corporation income-tax rates quoted above 
include 2 per cent old-age security tax and are there- 
fore that much higher than the rates quoted in your 
article. This tax is also payable by individuals on 
the first $3,000 of their taxable or 

Yours 
T. S. M. "GARD, A.C.A. 
Calgary, Alberta, Canada. 


Appointment of Auditors 
SR, — Your correspondent ‘G.’, inquiring in his 
letter in your November 21st issue, may be inter- 
ested in an instance similar to the one he described. 
A rule authorizing a ‘two person audit’ was on 
my advice amended to: 
“The general fund of the association shall be 
audited annually by a person who is a member of 
a body of accountants established in the United 
Kingdom and, for the time being, recognized by the 
Board of Trade. A copy of the rules of the associa- 
tion and any amendments thereto shall be supplied 
to the auditor of the association for the time being.’ 
This has worked very well since. 
Yours faithfully, 
London, EC4. DAVID LIPSON. 


Stock Control System for Seed Warehouse 


Sir, ~ With reference to the inquiry in your issue of 
October 17th, I am chairman of the directors of an 
old-established family seed business which appears 
to be quite similar to the one mentioned. 

I should say that the first requirement is a really 
good storekeeper. I agree that bin-cards would be 
impossible to operate but a good man will keep a 
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watchful eye on the stocks and, in practice, the 
running down of a particular class of seed should be 
speedily noticed by him. 

Our system is somewhat as follows: when an order 
from a farmer for a mixture is received an invoice is 
made out in triplicate (two carbon copies) in the 
office, addressed to the farmer, in which is set out 
the exact ingredients for the mixture and the weight 
totalled at the bottom. The warehouseman receives 
two copies, ticks off each item as he puts it into the 
heap for mixing and, when he has finished, encloses 
the top copy of the invoice in the bag, keeping the 
second himself. The third copy forms the basis of 
the day-book entry. 

Periodically, the day-book is analysed and the 
totals dispatched are entered in the stock-book kept 
by the office. 

It is agreed that during the busy seasonal period it 
would be impossible to reconcile the stock records 
at frequent intervals, and that must await the end of 
the rush. 

If, however, the storekeeper could keep an analysis 
sheet of his issues, and total them daily, writing off 
the issues to his stock-book, and the office were to do 
likewise, that would seem to be the perfect solution, 
but I doubt whether time would permit that being 
done when it is most ne 

If, as I say above, you have a good warehouseman 
and this system is worked, you should not have any 
real difficulty; any difference should be cleared up 
each time a particular consignment of seed is worked 
out to nil. 

. In the case of the business I refer to, the office and 
warehouse are in very close proximity, and it is easy 


_ for them to keep in close touch. This system is 


simple and has stood the test of years. 
As I am in practice, I prefer to write under a 
nom de plume, 
Yours faithfully, 
TIMOTHY. 


Profits Tax 


Sm, — The Institute of Chartered Accountants in 
England and Wales is to be congratulated on publish- 
ing its thinking on the accounting difficulties pre- 
sented by this complicated tax. The balance sheet 
position seems to defy any satisfying solution other 
than abolishing the tax itself. I wonder, however, 
whether the SCH and loss account aspect cannot be 
solved more simply by 
(1) showing in the profit and loss account proper 
the profits tax related to the profits of the year 
before any distribution is decided, i.e. the net 
tax payable were there no distribution at all; 
and by 
(2) showing in the appropriation account, alongside 
the distributions proposed, the additional profits 
tax payable as a result of the distributions — 
indicating incidentally the gross cost of dis- 
tribution. 
The solution suggested recognizes two things: 
(a) that the additional tax incurred with distribution 
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: pee a distributed profits tax and not just 


(b) hat the parr and loss account for the year 
should limit its cover to the year’s earning 
activities and the appropriation account to the 
year’s appropriating activities, each year con- 
sidered independently. 

By thinking along (b) lines, the occasion of a profits 
tax distribution charge is automatically catered for 
without upsetting the year’s profits reported by the 
profit and loss account. 

Yours faithfully, 
Dublin. A. PAKENHAM-WALSH. 


Income Tax: Declining Value of Leasehold 
Property 

Sir, — We, as a manufacturing company, have over 
the last year or two been forced to purchase houses 
for occupation by our workers, No rent is charged, 
and occupancy of the houses is by virtue of their 
service with the company, and on leaving the com- 
pany’s service they have to undertake to vacate the 
house. They pay outgoings, i.e. rates, Schedule A, etc., 
but we are responsible for external repairs and upkeep. 

Unfortunately, it is very seldom that we are able 
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to purchase freehold property and most of the leases 
are for eighty years or slightly under. 

We have made various inquiries to see whether we 
can claim any income-tax allowance in respect of the 
declining value, but so far have been advised that 
no allowance is possible. We feel, however, that there 
must be some relief and should be glad if any of 
your readers with experience of leasehold property 
could give us any information. 

Yours faithfully, 
HOUSE-OWNER. 


Balancing Allowance Anomaly 

Sir, — With reference to the letter from ‘R. Him 
your edition of September 12th last, I discussed this 
point with one of my local Inspectors who took it up 
with some of his colleagues. It was agreed that an 
obvious anomaly existed and I have since then had 
the allowance granted as a concession in two or three 
instances. 

I would suggest that ‘R. H.’ presses the point in 
his own case, and regret the delay that has elapsed 
between his letter and my reply. 

Yours faithfully, 
J. E. E. 


FINANCE AND COMMERCE 


A distinct change in stock-market emphasis has 
developed. Repeated stressing of export market 
difficulties and prospective industrial wage disputes 
have halted the upward movement in home stocks and 
interest has shifted to the South African mining 
market and to recently-depressed commodity shares 
such as rubber and tea. Regarding home sections, 
however, it should be realized that institutional 
investment activity is invariably light at this time 
of the year. 


On Reserves 


The accounts of the Calcutta Tramways Co Ltd, 
which we reprint this week, reflect some of the 
problems the company has had to face in the new 
India. One of them is the misconception in India 
of what constitutes a free and distributable re- 
serve ~or perhaps ‘misconception’ is not quite the 
word. 

The balance sheet has undergone some re-grouping 
“and notes have been added. This, says Mr D. E. 
Webb, F.c.a., the company’s chairman, is an en- 
deavour to explain to shareholders and the public in 
India how the reserves have been expended and how 
wrong is the popular misconception that the com- 
pany has limitless free reserves. 

Once again, says Mr Webb, he would reiterate 
that a reserve is only free as long as it is represented 
by cash or readily realizable securities. Once the 
money has been spent on assets, then it is a reserve 
employed in the business of the company and, in 
fact, becomes part of the capital of the company. 


It is no longer available to be used again for any 
future projects of the company. 


One Example 


All this may seem so simple to accountants but ab 
the company’s unfortunate experience in India has 
shown, it is either something which in India is not 
understood or which the authorities there find it 
convenient to ignore. What has happened to this 
company is in fact almost unbelievable. 

Mr Webb refers to the growth of trade unionism 
in India since the country became independent. 
Under an Industrial Disputes Act, the Government 
is enabled to set up tribunals composed of persons 
of a status of High Court or District Judge. These 
tribunals, he says, administer no principles of law 
and in fact make their own principles as they go 
along. They are composed of men with no com- 
mercial experience whatever and their awards appear 
to bear little relationship to common sense or com- 
mercial prudence. 

To take one example only, Mr Webb recounts 
what happened to the company last November. An 
award was made by a tribunal granting retrospective 
and continuing increases in dearness allowances and 
also a special bonus in respect of the year 1950. It 
was that year that the company had placed £60,000 
to reserve for improvements and extensions. 

Two years after the application of the £60,000 in 
that way, this tribunal, with no experience of running 
public transport, informed the company that it was 
wrong in setting aside £60,000. The transfer, it 
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maintained, should only have been {20,000 and the 

company was therefore ordered to pay the £40,000 

difference within a month to the employees as an 
» additional bonus. 

Mr Webb was in Calcutta at the time and was 
therefore able to make a personal protest. He ex- 
plained that the full £60,000 had already been used 
in paying for additional trams which were, at that 
moment, running in Calcutta. But that made no 
difference, and they were left to conclude, he says, 
that the tribunal in arriving at its award had not con- 
sidered whether such increases in reserves were 
necessary for the company or even for what purposes 
they were used but merely based its decision on the 
ability of the company to pay. 
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Merger Pitfalls 

The final form in which the merger of John Crossley 
& Sons Ltd and Carpet Trades Ltd, two important 
members in the carpet-making industry, has been 
arranged is a reminder of the forethought that must 
be given if the pitfalls unwittingly presented by the 
Legislature are to be avoided in matters of this kind. 

It would seem quite a simple matter to create a 
unity of interest and direction by the formation of a 
holding company to take over by way of exchange 
the capitals of the two operating concerns, and this ` 
was the method that the boards had in mind some 
months ago when the subject of the merger came 
under discussion. 

As the negotiations proceeded, however, and the 
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Or. REVENUE ACCOUNT Cr. 
1951 1951 
D Expenditure € £ Recelpts £ 
131,157 Power Expenses s4 145,013 l Ghee. Traffic Receipts oe .. 1,865,590 
627,851 Traffic Expenses 704,294 7,739 Advertising and Sundry Recelpts 19,715 
333,585 Maintenance and Repairs 748 
187,575 General Expanses 210,731 
Bonus to Staff: 
44,529 Bonus for 1952 £47,225 3 
— Additional Bonus under Tribunal Award 39,228 96,489 
Arrears of Dearness Allowance under Tribunal ' 
— ward . Gi CS 43,415 
33,310 Contribution to Staff Provident Fund Nä d 35,335 
423,915 Balance carried to General Revenue Account .. 277, 316 
£1,791,922. £1,885,305 £1,781,922. £1,885,305 
GENERAL REVENUE ACCOUNT 
f £ - a: £ £ 
Expenditure In London, including rent of London 423,915 Balance brought down 277,316 
9,767 Offices, Secretarial Services and General Raper 11,107 135 Transfer | 
9917 Directors’ Fees N vs : 9,533 286 Interest and Dividends on Investments (gross) 
157 Auditors’ Fees . Si m 158 4,531 Other interest. 7,273 
80,000 Renewals and Re Jacements Account DÉI CR 80,000 248 Profits Insurance Recovered . — 
3,018 Provision for Deferred Repairs Di Ge D — 
Exchange Adjustment.. 198 
325,856 Balance carried to Revenue Appropriation “Account 184,101 
£429,115 £285,097 £429, 115 £285,097 
REVENUE ey ACCOUNT 
y £ £ £ 
/ Pravision for: PH 856 Balance from General Revenue Account . d 184,101 
United Kingdom Income-tax, 1953-54 £91,000 income-tax deducted from Debenture Interest pald, 
United Kingdom Profits Tax E 4,000 11,894 less Tax deducted from Investment Income 11,934 
150,000 e 95,000 Provision for Taxation In SS pens no longer 
Note. -These Taxes Include Indlan Income-tax, — required ea SC 23,857 
the amount of which is fully relieved. 
(5,750 First Debenture Stock Interest (gross) 15,750 
10,189 Second Debonture Stock Interest (gross) . ` 371) 
87,457 Shareholders’ Account, carried down SS 87,457 
74,354 Balance transferred to Special Reserve Account , 11,974 
£337,750 £219,892 £337,750 £219,892 
SHAREHOLDERS’ ACCOUNT 
£ D £ D 
4,700 Second Debenture Redemption Account .. 4,947 Balance available for distribution to EE 
6,563 Preference Share Dividend, less Income-tax . 6,562 87,457 brought down a a 87,457 
Interim Dividend on the Ordinary Shares of 24 per — Balance from 1951 Account = if ek CH 34,194 
cent free of Income-tax paid on May SR i 54 
17,500 {net) . ` 17,500 
24,500 Final, Dividend on the Ordinary Shares Se Ze = 
34,194 Balance as per Balance Sheet fe Ké 92,642, 
£87,457 £121,651 £87,457 £121,651 
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lawyers and accountants came in to do their part, 
the advice of these experts was to the effect that 
with the two companies taken over by a holding 
company, the major part, if not the whole, of the 
free reserves of both companies would cease to be 
available to the holding company for revenue pur- 
poses. They would in fact be immobilized as capital. 

The action taken in this case was to form a new 
operating company to take over the Carpet Trades’ 
business, Carpet Trades itself becoming a holding 
company which by share exchange will acquire the 
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capital of John Crossley. Thus the freezing of free 
reserves as capital only applies in the case of the 
Crossley take-over. Either Crossley or Carpet Trades 
could have become the holding company, but the 
directors naturally chose to the best advantage. 


Training Executives 
It is interesting to note in the statement by Mr C. L. 
Hill, as chairman of Folland Aircraft Ltd, the move in 
emphasis in apprenticeship from trade to technical 
and administrative. Mr Hill says that with the ever- 
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Balance Sheet at 
1951 
£ £ £ £ £ £ 
Authorized Capita 
950,000 Soo Ordinary Shares of £l each. T ae oi SÉ 950,000 
450,000 450,000 5 per cent Cumulative Preference Shares of £l each Sé in ie d ,000 
£1,400,000 £1,400,000 
£ Issued tal and Capital Reserves £ 
700,000 700,000 Ordinary Sharas of £l each, fully pad e 700,000 
250,000 250,000 5 Ger cent Cumulative Prefarance Shares of £l each, fully’ pald 250,000 
950,000 -——_— ——— 950,000 
Capital Reserve: R 
700,000 S at Decanter Slat, 951 ex ars Ge 700,000 
26,018 Add Excess Profits Tax Post-war Refund x . Se 26,018 
LOOK Reserve for Improvements snd Extensions « ES Si Vie Se 380,000 
12,663 Investment Reserva .. . ws CO DÉI a DÉI 12,663 
1,118,681 ——— ——— 1,118,681 
48,933 Second Debenture Stock Redemption Reserve .. we OI? oe D Ve 54,403 
2,117,614 ! 2,123,084 
Loan Capital 
350,000 dé per cent First Debenture Stock (secured) .. DI e D vip ar Sé 350,000 
250,000 5 per cent Second Debentures Stock (secured) | T Sé ae ae Si +. 250,000 
48,933 Less Redeemed D ve D D DÉI Sc as ». 54,403 í 
201,067 ——— — 195,597 
551,067 —- Note, - The money represendnig tha: the total of Capital, Loan Capital and Capital Reserves has —— 597 
— already been expended on Fixed Assets, as shown opposite, amounting to £2,674,850 at 
2,668,681 December 3ist, 1951, 2,669,681 
Revenue ga Se 
Revenue Appropriation Account: s A 
73,736 Balance at mber 3lst, 1950 73,736 
Renewals and Replacements Account: 
313,313 Balance at December dist, 195] ice 350,691 
80,000 Add Amount transferred from Revenue, 1952 a 80,000 
393,313 430,69 | 
42,622. Less Renewals and Replacements during year Vë Sa O' 88,301 
350,691 342,390 
424,427 — Note. — The mone EE Reserves hss been expended on Stock and Stores or is 416,126 
represented Sundry 
Special Accounts (In accordance with the Agreement dated August 30th, 1951, between the i 
Governor of the State of West Bengal and tha Company): 
34,194 Shareholders’ Account . 92,642 
Note, -- This amount is a debt due to the Shareholdersin the terms of the above Agreement. 
74,354 Special Reserve `. 86,328 
108,548 of thls amount, £74,080 “has already boen spent on additions to Fixed Assets In ~~ 178,970 
1952, and the balance is required towards Capical Commitments amounting to 
£160,000. S 
Amount set aside for Future Income-tax In India and Great Britain 
rred from Revenue Account to cover United Kingdom Ineomestax 1253754 es 
150,000 Profits Tax fully relieved against Indian Income-tax, .. ‘ 95,000 
57,027 Less Paid in Advance In India ` s dë Wo Ae 61,740 
92,973 ——. (Represented by Tax Reserve Certificates) ee 33,260 
46,085 Provision for Indian and United Kin agom, Taxation up to and Including 1952-53 4 70,203 
(Represented by Tex Resarve Certi 
Current Liabilities 
148,891 Sundry Creditors and Accrued Charges ee Sé .. DÉI D 159,126 
28, Employees’ Security Deposits per Contra .. Ve Ss Së i Represented 30,194 
5,912 Unclaimed Dividends, etc. S we ve ee by Cash and 6,358 
SCH Preference Dividend for to December Aler, 1952, Jess Income-tax Investments 3,281 
interim Ordinary Share Biy end for tha SS to December ais, 1952, free of 
42,000 Income Tax .. on ` 17,500 
228,709 216,459 
£3,571,423 
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growing complexity of aircraft production, the com- 
pany has extended its internal training scheme and 
attention has been increasingly concentrated on the 
public schools, grammar schools and the universities 
with the intention of obtaining potential executives 
and training them on as broad a scale as possible. 
In addition, Mr Hill says: a new commercial 
apprenticeship scheme has been introduced in con- 
junction with the Southampton Technical College 
which will enable trainees to acquire accountancy 
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1951 

£ 

Fixed Assets 

2,674,850 
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or secretarial qualifications, thus maintaining and 
expanding the company’s administrative staff. 


Money Market 


Treasury bill applications totalled £368,425,000 on 
November 27th and this reduction of some £6 million 
enabled the market to obtain 50 per cent of require- 
ments against 43 per cent the previous week at a 
maintained bid of £99 gs 6d. The average rate was 
£2 1s 145d per cent and this week’s offer is 
£250 million. 








£ 
2,748,930 








Statemant of Fixed Assets 
(As allocated In 1934 by the Directors, with Additions since at Cost) 





at such date .. we 
Land and Bulldings 


Rolling Stock .. fei 
Plant and Equipment .. 





Current Assets 
Stocks and Stores on Hand and in Transit: 
As valued by the Company's Officials 
Sundry Debtors .. DÉI DÉI 


investments: 
Quoted Investments at 


293,399 
27,016 


7,269 


Unquoted Investment at cost 


£10,833 The Calcucca Tramways Co Ltd: 
5 per cent 2nd Debencure Stock at Cost 


8,049 


148,625 Tax Reserve Certificates . 


Cash and Investments held on account of Employees’ Security Bases por Contra: 


Indian Government Paper 
(Market Value at 


Cash 
28,625 


390,859 








896,573 


D. E WEBB, 


B. H. CLARK, 


Notes. 


Expenditure prior co Electrification, including cost 
of Concession, Land, Bulldings and Equipment, 
Jess Sales, deamed to bathe EE 


Overhead Equipment and Permanent Way” i 


Cost 
(Market Value at December Fist, 1982, £l 605) 


ecember 3lst, 1952, £21,509) 


Cath on Deposit and Current Accounts and in Hand 







Balance 


Net Additions 
31-12-51! 1952 





£2,674,850 











16,792 
128,900 


25,950 
4,244 


30,194 
254,580 





834,769 


ores 


l. Outstanding commitments or uncompleted Contracts for Capital Expenditure are 


estimated at £160,000, 


2. In the above Accounts the rate of exchange has baen taken at ls 6d per rupee. 


£3,571,423 





£3,583,699 
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REVIEWS 


Current Accounting Trends 
by A. A. Fitzgerald, B.Com., F.I.C.A., 
F.C.A.A. 


(Butterworth & Co (Australia) Ltd. 35s net) 


For the past quarter of a century, Mr A. A. Fitzgerald 
has been one of the leading influences in the profession 
in Australia. In articles and lectures, produced with- 
out stint despite the many other calls on his time, he 
has not hesitated to state opinions which, as they were 
invariably backed by honest thought and long experi- 
ence, could not be ignored even if the fundamental 
propositions they contained were not always wholly 
acceptable. It is fitting, then, that he should have 
been induced to preserve in permanent form a 
selection of these stimulating and challenging 
pronouncements, 

The resultant volume, prepared for publication by 
Mr L. Goldberg, B.A., M.COM., A.I.C.A., discloses the 
wide scope of Mr Fitzgerald’s professional survey. 
There are twenty chapters, each with a number of 
principal sub-headings, the last of which is usually a 
succinct summary of the preceding subject-matter. 
It would be difficult to find a topic of current interest 
to the profession which Mr Fitzgerald has not dealt 
with in some detail. He appears to be fully conversant 
with the trends of accounting thought both in this 
country and in America so that his approach to each 
topic, as well as being admirably objective, is inter- 
national. The collection, which clearly demonstrates 
the close affinity between accounting problems in 
Britain and in the Commonwealth, is a monument to 
the industry and integrity of its author and deserves 
to be widely read and circulated in both hemispheres. 


Principles of British Insurance 
by Harold E. Raynes, F.I.A., FCI 
‘(Sir Isaac Pitman & Sons Ltd, London, zos net) 


Those who were introduced to Mr Raynes’ History 
of British Insurance will not be surprised at the high 
standard of this further contribution, which follows 
in natural sequence, by one so qualified to interest 
and instruct his readers in this subject. 

In attractive non-technical language Mr Raynes 
demonstrates to his readers the untversal application 
of insurance principles, taking illustrations from 
many branches and classes of British insurance, 
whereas other authors have dealt rather with the 
principles underlying the particular kind of insur- 
ance cover in which they were interested. 

The principles are treated in this work under 
three headings. In the ‘Economic’ section Mr 
Raynes first discusses the various risks to which 
capital, both circulating and fixed, is subject and the 
steps taken by business men and organizations to 
eliminate or spread such trade risks. Of these, insur- 
ance is shown to be the most important step towards 


the reduction of the risks, and the various types of 
insurable risks are discussed and classified. 

In the next ~ the ‘Financial’ — section of his book, 
Mr Raynes analyses the various means where the 
risks insured are spread amongst the carriers (or 
insurers) of the risks — namely, the insurance offices 
(both ‘tariff’ and independent), the ‘mutual’ offices 
and ‘Lloyd’s’-and the further dissemination of the 
risks by the expedient of reinsurance (i.e. insuring 
the insurer). 

In the ‘Legal’ section, Mr Raynes discusses the 
essential principles that underlie all insurance con- 
tracts — insurable interest, indemnity and subroga- 
tion, amongst others. And in the last chapter of this 
helpful work he examines broadly the essential 
principles of contracts in general and of insurance 
contracts in particular; he closes with special refer- 
ence to the principle of ‘utmost good faith’ which 
fundamentally binds the parties to a contract of 
British insurance. 

Although in its formal construction the book is 
directed particularly to students in insurance seeking 
a comprehensive knowledge of that subject, it is 
primarily intended for general readers in commerce, 
and it may be commended to every business executive 
having responsibilities in insurance matters. f 


The Law of Wills: Including 


Intestacy and Administration of Assets 
Fourth Edition 
By S. J. Bailey, M.A., LL.M. 
(Sir Isaac Pitman & Sons Ltd, London. 4os net) 


This book is sub-titled ‘An introduction to the rules 
of law equity and construction relating to testamentary 
dispositions’ and that is precisely what it is. The 
preface to the fourth edition is dated January 1952, 
and states that decisions to the end of 1951 have been 
incorporated. However, the book is more up to date 
than that for it incorporates the new rules of 
distribution on intestacy which came into force in 
1953, although references to these new rules are still 
omitted from earlier chapters. Not only has this 
work been brought up to date, it has been improved 
in many respects. An excellent book for the student; 
the practitioner can also dip into it with profit. 


1 


C.P.A. Problems and Questions in Theory 
and Auditing 


Fourth Edition 
by Jacob B. Taylor, M.A., D.Adm., C.P.A., and 
Hermann C. Miller, M.A., C.P.A. 
(McGraw-Hill Publishing Co Ltd, London. 56s net} 
Half the ‘knack’ of doing crossword puzzles is to get 
to know the psychology of the setters. Similarly, 
much of the art of passing examinations lies in an. 
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exact appreciation of the standard required and this 
can usually best be done by becoming familiar with 
the papers of the immediately previous diets and 
sensing in which direction the minds of the examiners 
tend. 

This book contains about 400 practical and theor- 
etical questions taken from the accounting sections 
of the C.P.A. examinations, mostly over the past 
fifteen years. While it is primarily intended for 
American usage, it has much to offer British exam- 
iners, teachers and students, as it provides an excellent 
comparison of the respective examination require- 
ments of the two countries. The solutions are 
published in a separate volume. 


Internal Auditing 
by A. C. Smith, C.A. 
(Sir Isaac Pitman & Sons, Ltd, London. 215 net) 


Internal auditing, as the author of this new treatise 
points out in his opening chapter, is auditing for 
management. It is the accuracy of the information 
behind the facade of the annual financial accounts, 
in the form of weekly or monthly profit and loss 
statements and other statistics relating to the pro- 
gress of the business, which is the internal auditor’s 
main concern. 
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Mr Smith, in a series of penetrating eerie on 
the administrative machinery of a commercial under- 
taking, expertly emphasizes the essentials for proper 
control. He also gives two interesting appendices, 
one on sampling and the other containing specimen 
internal control questionnaires. 


RECENT PUBLICATIONS 


Carrer’s Income Tax, SUR-TAX AND Prorits Tax. Fifth 
edition by G. W. Murphy, 8.4.(CoM.), F.C.A., and 
F. A. BAILEY, A.C.A. 216 pp. 9X54. 15s net, pest free 
15s 6d. Gee & Co (Publishers) Ltd, London. 

INFLATION ~ rg ‘TREATMENT IN ACCOUNTS, by B. J. Davis, 
F.C.A. 78 pp. 84 x 54. ros 6d net, post free ros 11d. Gee & 
Co (Publishers) Ltd, London. 

Diary FoR LAWYERS, 1954. Sixty-second edition by D. 
Boland, van Ixxxvi+334 pp.+diary for 1954. 8} x 54. 
17s plus 35 2d p.t. Sweet & Maxwell Ltd, London. 

Housing Frnance anp Accounts, by W. L. Abernethy, 
ASAA, FIMTA, and A. R. Holmes, M.SC.(ECON.), 
A.LM.T.A. Vii-+-223 pp. 84 54. 25s net. Shaw & Sons Ltd, 
London. 

Green’s Dearu Dutirs. Second (Cumulative) Supplement 
to 3rd edition by H. W. Hewitt, LL.B.(LOND.), ix+21 pp. 
94 X 54. 5s net, by post 5s 3d. Butterworth & Co (Publish- 
ers) Ltd, London. 

INTERNATIONAL T'RADE STATISTICS, edited by R, G. D. Allen, 
London School of Economics, and J. Edward Ely, Bureau 
of the Census, U.S. Dept. of Commerce. xii+448 pp. 
9X6. 545 net. Chapman & Hall, London. 


ESTATE DUTY: REVIEW OF ANOMALIES—II 
MEMORANDUM FOR THE BOARD OF INLAND REVENUE 


Submitted by the Council of 
The Institute of Chartered Accountants in England and Wales 


Section 55 ` 
(35) Section 55 applies to companies under the 
control of not more than five persons (as now defined 
for the purpose of assessment of a company to sur-tax 
under Section 245, Income Tax Act, 1952) at any 
time during the five years before the death of a person 
to whom any one of the following three conditions 
applied: 
(a) If at any time during the said five years the 
deceased had the control of the company. 
or 


(b) If for any period within the said five years the 
deceased was entitled to more than half of the 
aggregate dividends declared and debenture 
interest (if any) accrued. 

or 

(c) If at any time during the said five years the 
deceased had a beneficial interest in possession 
in shares or debentures amounting in the 
aggregate to one-half or more of the aggregate 
nominal amount of shares and debentures and 
no one other person had at that time the control 
of the company. 





The first part of this memorandum was published in our 
last issue. 


The section does not apply to any class of shares or 
debentures in which dealings in the ordinary course 
of business on a stock exchange in the United Kingdom 
have been recorded during the year ending with the 
death of the deceased. 


(36) Where Section 55 applies the value of the 
company’s assets including goodwill (less liabilities 
as defined) at the date of death is taken as the value 
of all the company’s shares and debentures; and the 
shares and debentures passing on death are then 
valued pro rata to the total shares or debentures. 
Where there are shares and debentures, or different 
classes of either, the net value of the assets is appor- , 
tioned between them having regard to the rights 
attaching thereto. 


(37) Where Section 55 applies the Inland Revenue 
must proceed thereunder with no option to follow 
the normal method of valuation laid down by Section 
7 (5) of the Finance Act, 1894. The basis of valuation 
under both sections is the price which in the opinion 
of the Commissioners the property would fetch if 
sold in the open market at the time of the death of the 
deceased; but the essential difference between the 
two sections is that under Section 7 (5) it is the shares 
or debentures which are so valued whilst under 
Section 55 itis the assets of the company (less liabilities 
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as defined) which must be so valued. Unlike Section 
46, no part of the duty is payable by the company 
where the valuation proceeds under Section 55. If the 
conditions applicable to both Section 46 and Section 
55 exist and a higher value would result by proceeding 
under Section 46 instead of Section 55, the Inland 
Revenue would be entitled to proceed under Section 
46, but as already indicated in this memorandum, it is 
rare for Section 46 to be invoked. 

(38) A number of anomalies arise under Section 55 
by reason of the wide terms in which it is drawn, 
with the result that it applies to shares to which the 
section is not appropriate. The principal anomalies 
to which the attention of the Council has been drawn 
are set out below: 

(a) Minority interest in ordinary shares, The deceased’s 
holding of ordinary shares may have been con- 
siderably less than 50 per cent and yet fall to be 
valued under Section 55, at a much higher 
amount than would have been the value under 
Section 7 (s). This situation can result from a 
‘variety of causes, for example: - 

(i) Where the deceased held debentures which, 
together with his minority holding of 
ordinary shares, amounted to one-half or 
more of the aggregate shares and debentures. 
Moreover, debentures for this purpose 
include loans which.may have been made 
for normal purposes such as to finance 
expansion or to provide temporary accom- 
modation during a difficult period. A 
specific example submitted to the Council is 
that of a company having a share capital of 
£10,000, of which the deceased held only 
£2,000. Within five years before death the 
deceased had made a temporary loan of 
£7,000 to the company to meet a temporary 


position of financial difficulty. This brought . 


the section into operation because the 
deceased had an interest in £9,000 (capital 
of £2,000 and loan £7,000) out of the 
aggregate capital and loan of £17,000. 
Under Section 55 the valuation of the 2,000 

` shares was £8 per share. The market value 
between a willing buyer and a willing seller 
was £2 per share. 

Gi) Where the deceased held a minority of 
ordinary shares in his free disposition but 
also held an interest in settled shares, not 
liable for duty on his death, making his 
aggregate interest one-half or more. Thus the 
deceased might have held ro per cent of the 
ordinary shares and had an interest in 40 
per cent under a settlement made by his 
deceased wife and charged to duty on her 
death. For the purpose of Section 55 he had 
an interest in 50 per cent and accordingly 
Section 55 applies for the valuation of his 
10o per cent holding. Moreover, the re- 
quirement to take into account shares held 
in trust is interpreted by the Inland Revenue 
in such a way as to bring Section 55 into 
operation on the death of any one of several 
beneficiaries (or indeed on the death of each 
of several beneficiaries). Thus, if trustees 
hold 60 per cent of a company’s capital on 
trust to divide the income equally between 
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five beneficiaries, then on the death of any 
one of the five regard would be had to the 
60 per cent holding in which he had an 
interest (thereby bringing Section 55 into 
operation) and not to the deceased’s 12 per 
cent interest in the income. 

(iii) Where the deceased held preference shares 
and/or debentures and during any one of the 
five years before death no dividend was paid 
on the ordinary shares or the dividend paid 
was small in relation to the preference divi- 
dend and/or debenture interest. In such cir- 
cumstances the preference dividend and/or 
debenture interest to which the deceased 
was entitled for the year in question may 
have amounted to more than one-half of the 
aggregate dividends and interest, thereby 
bringing the section into operation and 
resulting in a minority holding of ordinary 
shares being valued accordingly. In con- 
nection with this situation it will be appreci- 
ated that the passing of an ordinary dividend, 
or the payment of a small ordinary dividend, 
may well be the result of a trade recession 
or of the need to conserve the resources 
of the business for expansion or for main- 
taining the business in a period of rising 
prices, 

(iv) Where the deceased had ‘control’ of the 
company by reason of his right to a casting 
vote in the capacity of chairman of a board 
consisting of two directors. 

(v) Where the deceased had control of the 
company by virtue of voting powers 
attaching to preference shares. It would be 
sufficient for this purpose if the voting 
powers attaching to preference shares had, 
at any time during the five years, become 
effective merely because of arrears of 
dividend. Moreover, it would seem that if the 

© deceased had a majority of the preference 
shares and would therefore have control 
of a.meeting of preference shareholders in 
connection with a resolution to wind up, 
he would be regarded as having control of 
the company for the purpose of Section 55. 

(b) Quoted shares. 'The exception for shares dealt in 

on a stock exchange is restricted to a stock 
exchange in the United Kingdom. Where a 
company is registered abroad and it is desired 
to make the shares available to the public, 
the company would normally wish to seek 
permission to deal on a stock exchange abroad, 
but this would not prevent Section 55 from being 
applied. 

(39) Where shares or debentures are valued under 
Section 55 the assets of the company are not available 
for payment of the duty except by liquidation of the 
company, a course which the personal representatives 
may not have the power to compel. The section is 


.brought into operation if the deceased held 50 per 


cent of the aggregate shares and debentures whereas a 
75 per cent interest in the share capital carrying voting 
rights is necessary in order to put the company into 
liquidation. Apart from liquidation, the only ways in 
which funds of the company can be made available 
for payment of the duty (assuming that the financial 
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position of the company permits and that the other 
shareholders are prepared to co-operate) are: 


(a) The payment of an exceptional dividend. This 
course may be impracticable and ineffective 
because of the profits tax liability on the company 
and the sur-tax liability on the recipient. 

(b) The making of a loan to the personal representa- 
tives. This may not be permissible under the 
Companies Act; but even if there is no objection 
on that ground the course may be impracticable 
because of the profits tax charge to which it 
oe give rise and the difficulty of repaying the 
oan, 

(c) A reduction of capital by repayment, with 
permission of the Court. Here again, the resulting 
profits tax liability may make this course im- 
practicable. 

(40) The preceding paragraph deals with the diffi- 
culty of finding the money to pay the duty on shares 
valued under Section 55. These payment difficulties 
illustrate the anomalous nature of the section. The 
section assumes that the assets of the company were 
in effect the assets of the deceased, available to him 
for his personal use, whereas in fact the personal 
representatives may often have no effective control 
over the assets of the company and even if they do have 
effective control they cannot use the company’s funds 
for payment of the duty except by liquidation of the 
company or by transactions which may attract heavy 
charges to profits tax and sur-tax (possibly to the 
extent of making the transactions ineffective for the 
purpose of meeting the duty). 


SUBMISSIONS 


(41) Section 55 of the Finance Act, 1940, should 

be amended so that it would not apply unless in the 
- opinion of the Commissioners of Inland Revenue 

(subject to an appeal to the Courts) the deceased 
had been able to manipulate the profit and/or dictate 
the dividend policy of the company and had so 
exercised his powers as to cause an artificial debase- 
ment of the going~concern value of his interest in 
the company, 

(42) If the submission in the preceding paragraph is 

not adopted, Section 55 of the Finance Act, 1940, 

should be amended in the following respects: ` 

(a) Anomalies such as those referred to in para- 
graph (38) (a) should be removed. 

(b) The exemption for quoted shares and debentures 
should extend to those dealt in on any overseas 
stock exchange recognized for this purpose by 
the Commissioners of Inland Revenue. 


(43) Paragraphs (38) to (42) deal with anomalies 
which result in Section 55 being applied to shares to 


which it is not appropriate Apart from these anomalies 
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assets and that that is the valuation on which 
estate duty is to be paid. But I am informed 
that that is not the case, because assets are valued 
not just as physical assets but as the assets of that 
particular company. If it can be shown that the 
valuation reached by a valuation of assets puts a 
greater value on the total shares of the company 
than is justified by the earnings record and profits 
prospects of that compamy, then allowance is made 
by the Estate Duty Office for what is called 
negative goodwill. I may say that that is an 
expression with which Treasury Ministers are 
very familiar. 

‘The point is that it is not purely the value of 
the assets as assets, but the value of the assets in 
the light of the position of the company, which 
is taken as the basis of the valuation under 
Section 55.’ 

The basis outlined in that statement is not, 
according to the experience of members of the 
Institute, in line with the attitude hitherto 
taken by the Estate Duty Office. The Council 
considers that it is the proper basis and its 
adoption in future would represent a distinct 
change of attitude which would enable valuations 
to be agreed on a much fairer basis than has 
often been the case in the past. The Council 
therefore regrets to find that members of the 
Institute dealing with specific cases are being 
informed that the Chancellor of the Exchequer 
is taking the view that the Economic Secretary’s 
statement was dealing with the case where the 
valuation is made on a going-concern basis and 
it ‘did not purport to override the general legal 
position under which the valuation would be 
made on a break-up basis if a hypothetical sale 
on that basis would realize a higher figure’. 
This interpretation seems to remove the sub- 
stance from the Economic Secretary’s statement. 


(b) Break-up value. The Estate Duty Office takes the 
view that it is entitled under Section 55, to 
take either a break-up value or a going-concern 
value, whichever is the higher. The Council 
considers that for a going concern a higher 
break-up value should be disregarded. Where a 
break-up value is appropriate, deductions should 
be allowed in respect of all the consequences of a 
liquidation, including losses on realization of 
stocks and debts, the expenses of liquidation, and 
taxation adjustments. In particular, deductions 
should be allowed for additional income-tax 
which would be payable under the ‘cessation’ 
provisions, for balancing charges and for the 
amount of profits tax which would become 
payable on a distribution to proprietors of the 
amount which the valuation assumes would be. 
available. The Estate Duty Office appears to 


regard it as being in the nature of a concession 
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63°8 per cent of the amount of net assets at 
balance sheet amounts. Under Section 55, the 
valuation must be made on the assets basis, with 
the result that the valuation of the shares must 
be substantially in exceas of what would be the 
market value if the shares were those of a 
company having a quotation on a stock exchange. 
The disparity is even more marked than is in- 
dicated by the percentage of 63:8 mentioned 
above, because the book amounts on which the 
percentage has been calculated will be consider- 
ably less than what would be the values of the 
assets if calculated as required for Section 55. 
There appears to be no justification for this 
serious discrimination against estates which 
include shares in companies not having a stock 
exchange quotation as compared with estates 
including shares which have a stock exchange 
quotation. 

(d) Excessive valuation for less than 90 per cent 
holding. Under Section 55, the whole of the 
capital is valued on the assets basis and this 
valuation is apportioned over the shares, thus 
arriving at the same value per share for a 10 
per cent holding as for a roo per cent holding. 
Even if the value so arrived at represented the 
price at which the shares could have been realized 
as on the date of death, the price would be 
appropriate only for a sale of the whole of the 
shares of the company. It would almost in- 
variably be in excess of the price appropriate to a 
sale of only part of the shares. The valuation 
under Section 55 is therefore always excessive 
unless the deceased held too per cent of the 
capital or had the power to force a sale by the 
minority holders. In the latter event, it is 
anomalous that the minority shareholders might 
be forced to sell their shares in order to enable 
the personal representatives to realize the 
deceased’s shares at a price approximating to the 
estate duty valuation. 


SUBMISSION 
(44) If the submission in paragraph (41) is not 
adopted, Section 55 should be amended to remove 
the valuation difficulties referred to in paragraph 
(43). Pending the introduction of such legislation, 
the difficulties should be removed by the issue of a 
statement by the Chancellor of the Exchequer for the 
guidance of the Board of Inland Revenue. í 


(45) Industrial and manufacturing businesses in the 
county as a whole have probably not yet felt more than 
a small part of the full weight of Section 55. Where an 

` estate has included substantial private assets as well as 
the business, it has been possible to continue the 
business and pay the duty thereon by realization of the 
bulk of the private assets. Since 1939, however, it -has 
been virtually impossible to accumulate new private 
capital out of income, owing to the high rates of income- 
tax and sur-tax. It can therefore be regarded as certain 
that the number of estates which in the future will have 
substantial private assets in addition to a business 
will rapidly decline. The tendency must therefore be 
for private businesses to close down or to pass out of 
the hands of the families which founded them. Indeed, 
there is plenty of evidence that steps have been or are 
being taken by the proprietors of many private 
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businesses to dispose of their interests in order to 
safeguard their dependants from disastrous conse- 
quences. In view of the importance attaching to the 
continuance of family businesses as an essential part 
of the national economy, the need for early action will 
be obvious. 

OTHER MATTERS 


Relief for Quick Succession 


(46) Relief for ‘quick succession’ (a second death 
within five years of a previous death) is provided 
under Section 15, Finance Act, 1914, in respect of any 
property consisting of an interest in land or a business, 
but a business carried on by a company is expressly 
excluded from the scope of the relief. The relief 
takes the form of a percentage reduction of the estate 
duty payable, the percentage varying according to the 
number of completed years since the previous death 
on which the same property was liable to duty. 
Quick succession relief is thus available in respect 
of a business carried on by a sole trader or in respect 
of a share in a partnership business but it is not 
available if the deceased’s interest in the business was 
in the form of shares or debentures.in a company 
even though his interest falls to be valued under Section 
55. This appears to be anomalous, particularly as Sec- 
tion 55 assumes in effect that the company was non- 
existent and its assets were at the disposition of the 
deceased. 

SUBMISSION 


Gen The estate duty legislation should be amended 
so that the quick succession relief provided by Section 
I5, Finance Act, 1914, would apply to an interest 
in a business carried on by a company as defined 
Jor the purpose of assessment of a company to sur-tax 
under Section 245, Income Tax Act, 1952. 


Double Charge to Estate Duty and Sur-tax \ 


(48) Where the income of an estate includes ech 
which had accrued at the date of death, estate duty ia 
payable thereon either as a separate item in the probate 
affidavit or as part of a valuation.of the asset including 
accruing income; but there are no provisions permitting 
the deduction of such estate duty on accruing income 
in computing the sur-tax assessments on the persons 
entitled to absolute interests in the residue of the estate, 
nor are there any provisions permitting the deduc- 
tion of their sur-tax liabilities in arriving at the value 
of the accruing income on which estate duty is 
computed. In extreme cases therefore, the total 
charge to income-tax, sur-tax and estate duty could 
amount to considerably more than the .amount on 
which the charges are made, thus: 


£s d 
Income-tax { aa ia o o 
Estate duty, 80 per eent 8 9 
Sur-tax . F Io o 
Total tax on {1 .. it 79 





(49) It would seem, however, that this double 
charge should be remedied by amendment of the sur-tax 
legislation rather than the estate duty legislation. 
This could be achieved by providing that where 
income accruing before the death of a person is 
included in the sur-tax assessments of persons en- 
titled to absolute interests in the residue of the estate, 
the amount on which sur-tax is chargeable should be’ 
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computed by grossing at the standard rate of income- 
tax the amount of income remaining after deducting 
income-tax and estate duty. Thus, in the example 
given above, the sur-tax would be chargeable on the 
gross equivalent of 2s 3d, namely, 4s 1d on which the 
sur-tax would be 2s ofd, leaving the recipient a net 
sum of 24d. 


Anomalies of a Legal Nature 


(50) There are no doubt many anomalies of a legal 
nature which arise from time to time. For example, 
the Council is aware of the anomaly which can arise 
in relation to a pension benefit for a widow following 
upon the death of her husband who was himself 
in receipt of a pension from the same source. If 
the widow’s pension is technically a continuation of 
the husband’s pension then a benefit passes on the 
husband’s death and estate duty is chargeable; 
whereas if the widow’s pension is technically a separate 
pension in which the deceased never had an interest, 
nothing passes on the death of the husband and no 
duty is payable. The circumstances are in substance 
the same, but for purely technical reasons estate duty 
is claimed in one case and not in the other, This was 
the subject of a debate in the House of Commons on 
June 2and, 1950, when a clause for insertion in the 
Finance Bill was moved by the member of Parliament 
who is now the Economic Secretary to the Treasury. 
The clause was rejected by the then Solicitor-General, 
who said, however, that he recognized that there is a 
problem which sooner or later will require to be dealt 
with, but it would be premature to accept a proposal 
before the Tucker Committee on Taxation Treatment 
of Provisions for Retirement had reported. 

(51) No doubt matters such as this and other 
anomalies of a legal nature will be brought to the 
notice of the Board of Inland Revenue by bodies 
concerned with legal matters, pensions and other 
specific aspects of estate duty. 


CONCLUSION 


(52) This memorandum does not purport to be a 
comprehensive statement of anomalies arising under 
estate duty law. The Council has confined its observa- 
tions mainly to matters concerning valuation and 
finance, since these are the aspects of estate duty on 
which members of the Institute can best speak from 
experience. 

(53) The Council has appointed representatives to 
discuss this memorandum with the Board of Inland 
Revenue if the Chancellor so desires. 

MOORGATE PLACE, 

November 4th, 1953. London, EC2. 


APPENDIX 
Statement published in The Accountant 
Tax Supplement, July 22nd, 1944 


In the Tax Supplement, of our issue of June 1gth, 1943, 
we reproduced a letter addressed by the Council of the Law 
Society in association with the Council of the Institute of 
Chartered Accountants to the Chancellor of the Exchequer, 
making representations upon various difficulties and anoma- 
lies in the Finance Acts. In particular, a series of pointa 
were mentioned which arose out of Sections 46 to 59 and 
the Seventh Schedule of the Finance Act, 1940. 

In Part VI of the Finance Bill, 1944, provisions have been 
included to deal with some of the points raised in the 
original letter to the Chancellor of the Exchequer. The 
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provisions of this Bill were considered by a special com- 
mittee consisting of members of the Council of the Law 
Society and also of members of the Council of The Institute 
of Chartered Accountants, and a memorandum raising 
various points upon the provisions of the 1940 Act and also 
upon the amendments proposed to be made by the Finance 
Bill, was sent to the Chancellor of the Exchequer. 

Before the committee stage of the Finance Bill, a further 
meeting took place, when Mr Burnett and other members of 
the Inland Revenue received Sir Randle Holme and Mr Leslie 
E. Peppiatt, representing the Council of the Law Society, 
and Mr G. R. Freeman, Mr W. S. Carrington and Mr H. D. 
Bessemer, representing T'he Institute of Chartered Account- 
ants. As a result of a very full and useful discussion of the 
whole position, the following points emerged: 

(x) In the opinion of the Inland Revenue, upon the true 
construction of Section 46 (1) of the Finance Act, 1940, 
assets of a company could not be deemed to pass on the 
death to a greater extent than 100 per cent of the value of" 
those assets at the date of death. 

(2) Further study would be given by the Inland Revenue 
to the position of a company — particularly a public com- 
pany — in respect of whose assets a contingent liability to 
estate duty would arise on the deaths of persons now living 
who had made transfers of assets to the company. In this 
connection it was remarked by the representatives of the 
Institute that an accountant giving a certificate in respect 
of the accounts of such a company might be in doubt as to 
whether he ought not to qualify his certificate in some way 
having regard to the contingent liability to estate duty. 

(3) It was pointed out that if, owing to a reduction in its 
income, during the three? years before the death of a 
e or holder of preference shares who had 
made a transfer of assets to the company, a company paid 
debenture interest out of reserves, the result would be that 
an unduly high proportion of the company’s assets would be 
attributable to the interest in the company of the deceased 
transferor, and acco. ly become liable to estate duty. 

The representatives of the Inland Revenue said that they 
would study this point. 

(4) It was agreed that no claim to estate duty arose under 
Section 46 of the Finance Act, 1940, where a company 
sustained an aggregate loss during the relevant period, even 
though benefits were received by the transferor during that 
period. 

(5) The Inland Revenue representatives stated that the 
provisions of Section 51 (4) of the Finance Act, 1940, as to 
reasonable remuneration are treated as applying to pensions. 

In general, Mr Burnett said that for their part, the Inland 
Revenue would apply the statutory provisions in a reason- 
able manner, and he expressed the view that it might be 
found unnecessary to propose further legislation to deal 
with questions of detail. 


CONTENTS Page 

INTRODUCTION 614 
FUNDAMENTAL DEFECTS IN Estate Dury Law 

Valuation as on the date of death 614 

Payment of duty before probate 615 
FAMILY BUSINESSES 

Finance Act, 1940 616 

Section 46 617 

Section 55 639 
OTHER MATTERS 

Relief for quick succession 642 

Double charge to estate duty and sur-tax 642 

Anomalies of a legal nature 643 
CONCLUSION 643 
Appendix 643 





1 The relevant period is now five years. 


THE ACCOUNTANT 


December 5th, 1953 - 


DINNER IN DARLINGTON 


North Yorkshire and South Durham branch of the Leeds, Bradford and 
_ District Society of Chartered Accountants 


The fourth annual dinner of the North Yorkshire and 
South Durham branch of the Leeds, Bradford and 
District Society of Chartered Accountants was held 
at The Imperial Hotel, Darlington, on Wednesday, 
November 25th. 

The chairman of the branch, Mr A. Henderson, 
A.C.A., who is also President of the North Yorkshire 
and South Durham Chartered Accountant Students’ 
Society, presided, and with Sir Harold Howitt, 
G.B.E., D.S.0., M.C., D.L., D.C.L., J.P., F.C.A., welcomed 
the 82 members and guests who attended. 

Among the guests were Mr T. H. Summerson, J.P., 
H. M High Sheriff of the County Palatine of Durham, 
an 


Messrs J. C. H. Booth (President, Tees-side Chamber of: 


Commerce); C. W. Boyce, C.B.E., F.C.A. (Past President, 
The Institute of Chartered Accountants); C. L. Davies, 
F.C.A., (President, The Leeds, Bradford and District Society 
of Chartered Accountants); Derek du Pré (Editor, ‘The 
Accountant’); E. Fisker, SG. (Immediate Past President, 
Insurance Institute of Mi 


Middlesbrough District); D. A. Gill, M.a. (Cantab.), F.A.I. 
(Chairman, Ths Chartered Auctioneers and Estate Agents 
Institute, South Durham and North Yorkshire sub-branch); 
F.M. es President, Northern Society of Chartered 
Accountants); C. H. S. Loveday, A.C.A. (an Assistant 
Secretary of the Institute); S. A. Middleton, a.c.a. (Hon, 
Secretary, Northern Society of Chartered Accountants). 

Messrs E. L. Proud (President, Durham and North 
Yorkshire Law Society); C. Robson, ¥.c.1.8. (Chairman, 
Middlesbrough and District Tees-side branch of Chartered 
Institute of Secretaries); E. Duncan een F.C.A, (Member 
of the Council of the NEE Warriner, F.C.A. 
(Hon, Joint Secretary, The Leeds, Bradford and District 
Society of Chartered Accountants); R. P. Winter, M.C., D.L., 
T.D., E.C.A. (Member of the ZA of the Institute), 


Concentrated Hard Work 


The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Mr 
Summerson. He said that the secretary had been 
kind enough to send him a copy of the 1952 edition of 
what could, he supposed, be called the handbook which 
the Institute published principally for those young 
people who wanted to enter the profession. 


‘T like the frank assertions in it to the effect that students 
must expect several years of concentrated hard work in 
-order to pags its examinations. What a refreshing change 
from what one haa come to regard as the contemporary 
attitude to work? 





gaily 
to fun 


common sense, trying to apply common sense to the 
ordinary problems of the day and trying to keep their 
clients on the rails so that they knew their position, 

“That is all we-claim of good accountancy; and it is a big 
enough claim, There is a risk in these daya that when a 
big issue comes along — high taxation, pension claims etc. — 
to say “never mind about accountancy’. That is a great 
risk, and I want to mention one or two things in that line 
which are very much in my mind. 

‘I want you to think that the accounts we prepare from 

to year are, in essence, trying to hold the balance as 
between one year and another, and to hold the balence 
between succeeding generations.’ 

Referring to initial allowances, he said, that through 
pressure, the Government had introduced a scheme 
of relieving taxpayers called initial allowances, and 
straight away a spanner was thrown into the works so 
far as decent accountancy was concérned. It was 
something that future generations had to pay for, 
and every prospectus that came out had to deal with 


tddlesbrough). - this point. 
Messrs H. G. Gibbs Bede Institute of Bankers, , S 


Profits Tax 


‘An even worse example is profits tax. Instead of having 
a clean-cut tax on distribution or non-distribution, a 
Sword of Damocles is left ing over industry; one 
does not know what that figure is going to be, and one 
has to have fatuous notes at the bottom of the balance 
sheet. We spend hours on our balance sheets trying to 
make them accurate, and at the end we have to put these 
silly notes which depreciate the whole of the balance sheet.’ 


Of depreciation, he said that it was the same sort d 
thing — taking the benefit now and leaving it Tor, 
posterity to pay. 

‘It is not as the result of accountancy that this kind of 


position has arisen. We are kicked around for not devising 
some method of dealing with this terrible problem. It is the 


' fault of inflation. Are we to take from profits enough to 


ensure that the present assets can be replaced out of profits," 
or are we merely to depreciate on historical costs basis? 

“T'he Seege? point is whether in this generation we have 
to hand over these assets in the same form as before, 
irrespective of the inflation which has gone on. It is an 
example of trying to help posterity.” ` 

Sir Harold said of pensions: 

“To my mind, we are going absolutely mad on pensions. 
If you give pensions to people, have the courage of your 
convictions and provide for them in the generation you 
live in, and do not pass the buck to posterity. : 

“We live in an age now when governments and others 
i on pensions schemes and have not attempted 
them, They live only for the present. I am urging 








646 


THE ACCOUNTANT 


December Sch, 1953 


BIRMINGHAM CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY 


ANNUAL 


The annual dinner of the Birmingham Chartered 
Accountant Students’ Society was held at The Grand 
Hotel, Birmingham, on Friday, November 27th. 

Mr Denis F. Dodd, D.L., A.C.A., President of the 
Society, presided, and with Mr E. Gordon Turner, 
M.C., F.C.A., a member of the Council of the Institute, 
received the 320 members and guests who included 
Mr A. B. Waring, D.L., A.C.A., Chairman, Joseph Lucas 
Ltd; The Reverend R. G. "Lunt, M.C., M.A., Chief 
Master, King Edward’s School, Birmingham; Mr 
Evan Ag. Norton, MA: and 

Col. J. H. Alexander; Dr E. C. Aspinall, M.B., CH.B.; 
Messrs R, Aspinall; G. L. Barnes, M.A., ACA. (Deputy 
Secretary, University of Birmingham); W. L. Barrows, J.P., 
F.C.A. (Member of the Council of the Institute); T. A. Hamilton 
Baynes, J.P., M.A., F.C.A, (Member of the Council of the 
Institute); H. R. Bettinson; E. Dinwiddie; R. H. Dodd; 
W. W. Fea, B.A., A.C.A. (Member of the Council of the Insti- 
tute); H. Jarhes Gittoes, J.P., E.C.A, (Chairman, Birmingham 
Chartered Accountants Foint Lecture Committee); F. F. 
Hickman; Idris Hicks, B.COM., a.c.a.; Stanley Kitchen, 
r.c.a. (Hon. Sec., E and District Society of 
Chartered Accountants); F. C. Ledsam, F.C.A. (Vice- 
President, nen Ee Accountant ‘Students’ 
Society); Col, R. B. Leech, M.B.E., T.D., F.C.A. (Member of 
the Council of SCH Institute); Messrs David Liddell, LL.B.; 
E. J. Newman, M.A., F.c.A. (Hon, Sec., Birmingham Chartered 
Accountants Joint Lecture Committee); C. E. Prosser; Charles 
W. Richards; E. C. Turner, T.D., MrCoM., F.C.A. (Vice- 
President, Birmingham and District Society of Chartered 
Accountants) A. E. Webb (Assistant Editor, ‘The Account- 
ant’); 
together -with representatives of other chartered 
accountant students’ societies and kindred societies. 


On Going into Industry 


Proposing the toast of ‘The Institute of Chartered 
Accountants in England and Wales’, Mr A. D Waring 
advised students that they must not think that passing 
their examinations was the end of things. It was then 
that they were beginning, and they must keep the end 
view in mind. 

To those who were considering going into industry, 
he suggested that they could play an invaluable part in 
administration and they could act as mediators between 
the designer, production man, and salesman. 

The important thing they had to learn was that 
industrial management was not primarily a matter of 
dealing with materials and machines, but managing 
human beings. That meant the workpeople and the 
rest of the staff; and to learn to handle and understand 
them, students had to learn first to serve those above 
them. 

Replying, Mr E. Gordon Turner said that although 
he was chairman of the Institute’s examination board, 
he agreed with Mr Waring that the passing of an exam- 
ination was not the end of all things. 

He had known of only two students who had passed 
even a single paper with a 100 per cent. But if they 
made a serious error in practice, it would be little use 
saying to a client: ‘Well, I was 80 per cent right.’ 


(Laughter.) 


DINNER , 


They would have read with some relief in The 
Accountant that it had been decided to cut some of 
the reading they were required to do for the Inter- 
mediate; it was thereby expected that this examination 
could be taken after two-and-a-half-years instead of 
three, thus giving students an additional six months 
in which to prepare for the Final, the severity of which 
would not be altered. 


On the Subject of Examinations 


It would be difficult, said Mr Tumer, to add anything 
on the subject of examinations to that already said 
by various presidents of the Institute whilst in office. 
But he thought that what they had said amounted 
to this: 

‘The type of candidate the Institute requires is the man 
who has the ability and the self-discipline to master his 
subjects and pass his examination within a reasonable 
period. The whole purpose of the examinations is to weed 
out the unfit, and there is no intention on the part of the 
Institute Council that it should be otherwise. There is, 
however, no intention to keep out of the Institute candidates 
who are fitted by character and attainments to be its mem- 
bers, On the contrary, the Institute welcomes all such, and 
has no desire to impose standards in its examinations which 
are unreasonable or unattainable by the hard-working and 
intelligent student. 

“T'he demands made upon chartered accountants increase 
year by year, and as a result the examinations are not likely 
to be less difficult, for the examinations syllabuses must 
keep abreast of the ever-widening knowledge required by 
our members. 

“The future of the Institute and its ability to serve the 
public depends not only upon the character and competence” 
of the present members, but, in even greater measure, upon 
the qualities of those who are now coming into membership 
or will do so hereafter. 

Proposing the toast to “The Birmingham Chartered 
Accountant Students’ Society’, the Rev. R. G. Lunt, 
said accountancy had become one of the learned pro- 
fessions and that meant that it was a profession which 
kept on learning. He advised students to take a wide 
interest in subjects beyond the bounds of their studies: 
they would be better accountants for so doing. 

Mr A. B. Aspinall, Hon. Secretary of the Society, 
replied. 

The toast to ‘The Guests’ was proposed by Mr 
R. M. Brown, committee member of the Society, and 
Mr Evan Ag. Norton responded. 

In his reply to the toast of “The President’, proposed 
by Mr R. B. C. Waring, Hon. Librarian of the Society, 
Mr Dodd said that it had been a source of considerable 
concern to find that many firms did not always give 
time off to articled clerks to attend students’ society 
functions. But, he said, 

‘it is sometimes difficult for a principal to remember that 
there is a student function on a particular day; so don’t be 
afraid to ask for time off.’ 

Mr Dedd ‘concluded by paying a tribute to Mr 
Aspinall whose excellent work as secretary —a task 
which he had undertaken at short notice — was greatly 
appreciated by the Society. 
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NOTES AND NOTICES 


Personal 


Messrs McGritivray, Lowe & Co, Chartered 
Accountants, of 130 Mount Street, London, W1, and 
Leicester, announce that they are taking into partner- 
ship.on January 1st, 1954, Mr Francis ANTHONY 
BARRAGAN, A.C.A., who has been with the firm since 
1939. The style of the firm-will remain unchanged. 

Messrs Bourner, Buttock & Co, Chartered 
Accountants, announce that they have removed from 
36 Derby Street, Leek, Staffs, to Ford House, Leek, 
Staffs. 


Messrs WILDING, SLADEN & Co, Chartered Ac- 
countants, announce that they have moved to new 
offices at 56 Buckingham Gate, London, SWr. 
Telephone: Tate 3312/3. 

Messrs Dunn, Wem & Co, Chartered Account- 
ants, of 5 Drapers’ Gardens, London, EC2, announce 
with regret the sudden death of their partner, Mr 
Hucu WYLE, C.A., which occurred on November 2gth. 

Messrs OGDEN, Hæsero Butt & Lancrony 
Chartered Accountants, announce that as from 
December st, 1953, they have taken into partnership 
Mr W. R. C. OGDEN, A.C.A. ~ the elder son of Mr 
W. E. OGDEN, F.C.A. ~and Mr J. A. POTTER, A.C.A., 
both of whom have been on their staff for a number 
of years, Mr W. R. C. OGDEN is a great-grandson of 
Mr W. T. Ocpen, the founder of the firm, and repre- 
sents the fourth successive generation of his family 
to become a partner. 

Messrs Lowe, BincHaM & Tuomsons, Certified 
Public Accountants, of Japan, announce that Mr 
„D. J. BENSON. and Mr E. J. V. Hurr are retiring from 

/ the Kobe firm, which will be continued by Mr W. 
LACKIE under the firm name of Lowr, BINGHAM & 
LAcKIE at Kobe and Osaka. Messrs Lowe, BINGHAM 
& THomsons will be continued at Tokyo by the 
present partners. 


Professional Notes -~ 


; Mr Kenneth Winckles, M.B.E., A.C.A., who joined the 
J. Arthur Rank Organization in 1947, has been 
appointed assistant managing director of Circuits 
Management Association Ltd, the company control- 
ling Odeon and Gaumont-British cinemas. 


Mr R. J. Austin, A.C.A., A.C.W.A., secretary of 


Newbold & Burton Ltd, has joined the board of the 
company as from December ist, 1953. 

Mr R. G. R. Marshall, a.s.a.a., has been elected a 
director of James Howell & Co Ltd, of Cardiff. 


) 


Mr G. 5. C. Harper, a.c.a., who has been secretary 
of the Cork Manufacturing Co Ltd for some years, 
has joined the board of that company. 


, Obituary 
Sm THOMAS KERNS, D.L., F.S.A.A. 


We announce with regret the death on November 
24th at his home at Luton, of Sir Thomas Keens, D.L., 
F.S.A.A.. senior partner and founder of the firm of 


_Keens, Shay, Keens & Co. 


Sir Thomas, who was 83 years of age, founded his 
firm in 1894 and right up to the time of his death had 
been an active partner. Admitted to membership of 
The Society of Incorporated: Accountants and 
Auditors in 1901, he was elected a member of the 
Council in 1922 and was President from 1926 to 1929. 

Throughout his life Sir Thomas had been interested 
in local government and had held prominent positions 
in this sphere ever since his election in root to repre- 
sent Luton North Ward No. 1 on the Bedfordshire 
County Council. He became an alderman in 1919 and 
was re-elected continuously until 1949. From 193 5 
until his retirement last year he was chairman of the 
council and for many years had been chairman of the 
finance committee and a member of the standing joint 
committee. 

In 1922 he contested Aylesbury as the Liberal 
candidate, but was unsuccessful. In the following 
year, however, he was elected and sat in the House of 
Commons until the General Election of 1924. He 
received his knighthood in 1934. 


LEONARD CHARLES BEECROFT, F.C.A. 
It is with regret that we record the death on November 
24th, at the age of 66, of Major Leonard Charles 
Beecroft, F.C.A., senior partner in the firm of 
Nicholson, Beecroft. & Co, Chartered Accountants, 
of London. 

Educated at Bedford School, Major Beecroft was 
admitted an Associate of the Institute in 1909 and 
became a partner in his firm in that year. After service 
in the Army during the First World War, he returned 
to his practice and was elected a Fellow of the 
Institute in 1919. 

In 1927 he was elected to the Court of Common 
Council of the City of London and served for a ` 
number of years as chairman of the Rates Finance 
Committee. On his retirement from the chairmanship - 
in 1938, a luncheon was given in his honour at 


JOHN FOORD & COMPANY 


d 56 VICTORIA STREET, LONDON, SWI 


Telephone: Victorla 2002 (3 lines) 
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Guildhall, He had been a Commissioner of ‘Taxes 
since 1942 and one of Her Majesty’s Lieutenants for 
the City since 1935. 


Savoy Hotel Ltd 


Mr J. B. Lindon, 0.8.2., Q.c., whom the Board of 
Trade appointed as inspector ‘under Section 172 of 
the Companies Act, 1948, in relation to Savoy Hotel 
Ltd shares, has made an interim report. The report 
observes that in the case of a large public company it 
is not impossible for members controlling 30 per cent 
or even only 25 per-cent of the effective voting power 
to have de facto control. At any rate they may be in a 
position materially to influence the 
company. Most of the remainder of the interim 
report is taken up with a review of recent dealings 
and negotiations concerning the company’s shares. 


London and District Society of Chartered 
_ _ Accountants 

“The valuation of minority holdings in private com- 
panies for the purposes of estate duty’ is the title of 
the lecture to be given next Tuesday by Mr L. C. 
Graham-Dixon, Q.C. 

The meeting will be held in the Oak Hell of the 
Institute and will commence at 6 p.m. 


Manchester Society of Chartered Accountants 


The next meeting in the 1953~54 programme of the 
Manchester Society of Chartered Accountants is to 
be held at 6 p.m. on December 14th at the Chartered 
Accountants’ Hall; 60 Spring Gardens, when Mr 
H. B. Vanstone, F.c.a., will speak on “The Keiers 
of shares’. 


The Chartered Accountant Students’ Soctety 
of London 


The following meetings of the London Students’ 

Society will be held during next week: 

Wednesday, 6.30 p.m. (at Grosvenor House, Park Lane, 
Wr): Annual dinner. 

Friday, T p.m.: Lunch-time discussion of study problems 
brought by students. 5.15 p.m.: Introductory course 
lectures on (1) ‘Audit practice and methods’; (2) “Taxable 
income’, rr p.m. (at The Royal Festival Hall Restaurant): 
Students’ dance, ` 


The Institute of Internal Auditors 


~- LONDON CHAPTER 


The London Chapter of The Institute of Internal 
Auditors held a one-day conference on November 


28th at The Kingsley Hotel, London, WC1. At the. 


morning session, with Mr R. A. Reid, c.a. (President), 
in the chair, there was a discussion on ‘Internal 
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audit’ which was based on a study of the pamphlet 
issued in August 1953 by The Institute of Chartered ` 
Accountants in England and Wales. 
In the afternoon, with Mr A. H. Abbot (Vice- 
President) presiding, a discussion on ‘Insurance and 
the internal auditor’ was introduced by Mr 8. A. 
Cropper, A.C.A, and was followed: by Gre by 
two members on ‘Case studies of frauds’: 


The Association of Certified and Corporate 
: Accountants 
EpINBURGH AND Easr op SCOTLAND BRANCH 
ANNUAL DINNER 
The annual dinner of the Edinburgh and East of 
Scotland Branch of The Association of Certified and 
Corporate Accountants was held at The Caledonian 


- Hotel, Edinburgh, on Friday, November 27th, with 


Mr William K. Geddes, F.A.C.C.A,, President of the 
Branch, in the chair. 


` The principal guests included The Rt. Hon. Sir James 


Miller, LL.D. (Lord Provost of the City of Edinburgh), and 
Lady Miller; The Rt. Hon. Lord Latham, J.P., F.A.C.C.A. 
(President of the Association); The Rt. Hon. Lord Blades 
(Lord Ordinary of the Court of Session) and Lady Blades; 
Sir Ernest Wedderburn (Deputy Keeper of H.M. Signet) 
and Lady Wedderburn; Mr John L. E C.A., 
F.R.B.E. (President of the Institute of Chartered Accountants 
of Scotland), and Mrs Somerville, Mr C. T. Nightingale, 
J.P., 8.8.C. (President of the Society of Solicitors in the 
Supreme Courts), and Mra Nightingale; Mr Festus Moffat, 
opp, J.P., F.S.AA. (President of the Si Branch of the 
Society of Incorporated Accountants and Auditors), and 
Mrs Moffat; Mr W. Macfarlane Gray, r.a.c.c.a. (Vice- 
President of the Association of Certifie and Corporate 
Accountants), and Mrs Gray. 


The toast of “The Association and the Edinburgh 
and East of Scotland Branch’ was proposed by Mr 
Nightingale and replied to by Lord Latham. That, 
of ‘The Guests’ was proposed by Mr Macfarlane 
Gray, with the response by Mr Somerville. ` 


Our Contemporaries 


Tae Accounting Review. (New York.) (October) “T'he 
genesis of cost control’, by Paul Crossman, Associate.. 
Professor University of 

‘Tae CHARTERED ACCOUNTANT IN AUSTRALIA. (Sydney.) 

(September.) ‘Revival of state income taxation powers, 

some, constitutional aspects’, by C. G. Wanstall, Barrister- 

at wW. 


SEVENTY-FIVE YEARS AGO 
From fie Accountant op DECEMBER 7TH, 1878 
Institute of Accountants 
We notice . . . that the Council of the Institute of 
Accountants are about to apply to Parliament for 


leave to introduce a bill for incorporating the 
Institute. 
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Have you got their custom 
for Christmas? =A, fa. 





They’ve been out on a buying spree and have come home a lot lighter in 
Jí pocket. When presents are revealed on Christmas morning, will your product 
be among them? 
It’s possible, of course (but by no means certain) that your product is out of 
their price range at the moment. But it won’t always be and you can make yourself 
a present of their future custom by telling them about it now, so that they put it 
on the list of things they are looking forward to. g 
, With the biggest daily net sale on earth and the lowest square inch per 
thousand rate of all national dailies, the Daily Mirror offers .you.the most powerful 
mass market coverage-in the ay irae are. ae 
history of daily newspapers. But Ju N 
even more significant is the fact al e CS 
“that the majority of its readers 
belong to the vital younger gen- 
eration. Your customers today— 
next month—next year, 
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OFFICIAL NOTICES 





Peterlee Development Corporation 


Accountant £860 x £50-£1,060 
Applications are invited from qualified accountants for the above 
ost in the Chief Finance Officer's deps ent. Superannuation. 
ouse available in the new town. Applications, giving the names 
of two referees, should be received by December 14th, 1953. 
TLLIAMS, 


A, V. W 
Shotton Hall, General Manager. 
Castle Eden, s 
Co. Durham 


November 24th, 1953. , 


A short course on Orrick METHOD AND MANAGEMENT, will be 
held at the North-western Polytechnic, Prince.of Wales Road, 
London, NWs (GUL. 1155) on Monday afternoons from Janu- 
ary 18th to April sth, 1954. 

The course is designed to introduce office ‘managers and 
supervisors to clerical work study and other aspects of office 
management, 

Details and nomination forms are available from the Head of the 
Department of Commerce and Professional Studies. wE 





National Coal Board 


Applications are invited for the appointment of an ACCOUNTANT 
to take charge o of developments in Management Accounting in 
the Durham Division with oe at Newcastle upon Tyne. 
Initially the duties of Eier will be in connection we the 
Board’s Coke Oven and An Plants. The successful appli 
will be responsible for organizing the extension of Bu Ge 
Control Procedures and Standard Costing techniques. The 
possession of a recognized accountancy qualification i is essential. 
Applicants must be prepared to travel extensively throughout 
the division. The post is pensionable and salary will be within'the 
Board’s salary ranges according to qualifications and experience, 
with a minimum eee gee Maen ie £1,045. 
Applications, stating cations, experience, etc., 
should be EEN by Desember rath, 1953, to the Divisional 
Establishments Officer, National Coal B Durham Division, 
‘D’ Floor, Milburn House, Newcastle upon ‘Tyne, D 


d Her Majesty’ s Colonial Service - 


East Africa 


Vacancies exist for Assessors or INCOME Tax in the East African 
Income Tax Department. .The duties mainly consist’ of the 
computation and assessment of those income~tax cases in which 
the ayers’ returns are supported by profit and loss accounts 
and balance sheets. Initiative and intelligent anticipation are 
called for, and the work provides a variety of interest. 

The salary scale is £550 rising to £1,320 by annual increments 
and the point of entry is £620 per annum at age 22,or over. 
In addition a cost-of-living EE ia payable at the rate of 
35 per cent of basic salary, subject to a maximum of £350 per 
annum. An outfit allowance of biest is also payable. Income-tax is 
payable at local rates which are substantially lower than in the 

nited Kingdom. d 

Free passages on appointment, and to and from the United 

. Kingdom-6n vacation leave; are provided for the officer, his wife 
and children up to a maximum cost of three adult passages. 

Government quarters are normally provided at a charge of 
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to per cent of salary, subject to a maximum of £150. Leave terms 
are generous, 

Applications are invited from University $ Graduates possessing 
at least a second clase honours degree, Successful candidates 
would be placed on the pensionable service of the East Africa 2 
High Commission subject to a probationary riod of two years. 
They will be given a two years’ spe maining course. in 
accountancy and income-tax law and practice in bi, and 
thereafter be liable to serve in Kenya, Uganda or Tanganyika, 

Further particulars and an application form may be obtained 
from the Director of Recruitment (Colonial Service), Colonial 
Office, 2 Sanctuary Buildings, Great Smith Street, SW1, quoting 
reference CDE.g2/88/03. 





‘Andit time sated and client satisfied’ 


Improved method for recording bank transactions 


WILL FIT ANY SYSTEM ACCURACY ASSURED 
cost ONLY £6 
Write for pamphlet to 


DUNMARR LTD, 153 Penistone Road, Sheffield, 6 


SO SIMPLE IN USE 











zem SECOND EDITION 1948 


ACCOUNTS FROM 





INCOMPLETE 


RECORDS 


by JOHN G. SIMPKINS 


(Chartered Accountant) 


The first aim of this book is to show the application of 
of double-entry book-keeping to the process of 
constructing accounts from records which are deficient or. 
even non-existent. 

The second is to suggest how some of the more advanced 

roblems following in the wake of an inadequate book- 

ing system may be resolved. 

The greater part of the book is taken up by an outline 
of the procedure generally adopted in incomplete record 
cases, followed by a detailed consideration of the work to 
be undertaki 


en. ` a 
- The text is amplified by a number of useful illustrations, 
The publication of a second edition has afforded an 

opportunity to bring the work up to date and, in one > OF two | 

instances, to amplify the text. - 


price 12/6 we 
Post Free UK. 12/10 


GEE & CO (PUBLISHERS). LIMITED 
27-28 BASINGHALL STREET, LONDON, EC2 





ROYAL 


ASSURANCE : 


Hap Dees ROYAL EXCHANGE, Lonpon. Branches throughout the Country. 
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Accountants are 
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ESTATE DUTY REFORM 


HE tide of informed criticism of the present state of estate 
duty law continues to mount. Two weeks ago, we reviewed 


the Institute’s memorandum on the subject, and last week . 


that of the National Union of Manufacturers. This week we have 
memoranda from the Institute of Chartered Accountants of 
Scotland, the Society of Incorporated Accountants and Auditors 
and the Association of Certified and Corporate Accountants. All 
these memoranda have much in common, both with each other 
and with the earlier memoranda which we have seen. 


The main object of the CHANCELLOR’s inquiry is the now. 


notorious Section 55 of the Finance Act, 1940, which provides for 


-the valuation of shares on the ‘assets’ basis where the deceased had 


control of the company within the highly artificial definition laid 
down in the Act. Accordingly, this section is the main target of 
the three memoranda. 

The Scottish Institute would abolish the section altogether, 
since it so frequently produces quite unrealistic figures. However, 
if the assets basis is retained, then in the Scottish Institute’s view 
its application should not be mandatory but should be applied at 


` the discretion (subject to appeal) of the Inland Revenue, and only 


where they are satisfied that the normal basis would not produce a 
fair value. All three bodies make the point that, in the ordinary 
case, a 75 per cent holding is needed to bring about liquidation. 
Thus control, even in the everyday sense of a 51 per cent holding, 
does not imply a power to control the disposal of the company’s 


, assets, still less where there is no control at all in any real sense 


although the case may still fall technically within Section 55. 
The Society -would confine Section 55 to cases where the 
deceased had 75 per cent of the voting power; this on the assump- 


tion that its primary suggestion is rejected, namely that the N 


Inland Revenue ought to have to prove to the satisfaction of a 


fact-finding tribunal that the main purpose (or one of the main ` 


purposes) of forming or acquiring the company was the avoidance 
of liability to estate duty; with rights of appeal by either eide to the 


Board of Referees..‘The Association recommends that, in the - 


absence of an ascertainable market price, shares in private com- 
panies should in principle be valued on a going concern basis, 
viz. mainly by reference to maintainable earnings, capitalized 
on the same basis as shares in public companies with similar 
business, but with a deduction for unmarketability and the 
possible depreciatory effects of a change in management. Where the 
deceased owned at least 75 per cent and the shares were sold or 
the company’s assets were realized within, say, two years after 
the death, the estate duty value should, in the Association’s view, 
be based on the net proceeds, less any income-tax arising from the 
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disposal. Failing the adoption of these proposals 
the Association, like the Society, would limit the 
application of Section 55 to holdings of not less 
than 75 per cent. 

The Scottish Institute points out that Section 
55 can at present apply where the deceased made 
a purely temporary loan to the company within 
five years of his death and the interest absorbed a 
high proportion of the company’s income. It 
suggests that in such a case the section should 
not apply unless the loan was in existence for a 
stated minimum period. In this connection, the 
Society gives several concrete examples of cases 
where the section was brought into play in other 
circumstances, causing considerable hardship. 
Thus, where one of three directors failed to be 


‘re-elected and was replaced a few days later, it ` 
- was found that one of the other two directors had ` 


a casting vote for those few days and, as he died 
within five years of the incident, his shares had 
to be valued on the assets basis by reason of this 
purely fortuitous happening. Nor was the effective 
difference trivial; it was a matter of 22s 6d per 
share on 4,901 shares. Other and no less striking 
examples are given in detail in the Society’s 
` memorandum. 

We have previously referred to the statement 
about the deduction, in a Section 55 valuation, 
for ‘negative goodwill’. The statement was made 
by the ECONOMIC SECRETARY TO THE TREASURY in 
the House of Commons on June 23rd, 1953, and 
it has caused a great deal of comment. The 
Scottish Institute, like the English Institute, 
reproduces the statement in its memorandum. It 
will be recalled that paragraph 43 (a) of the 
English Institute’s memorandum pointed out 
that the basis outlined in the statement was not, 
according to the experience of its members, in line 
with the attitude hitherto taken by the Estate Duty 
Office. That office was informing the Institute’s 
. members that the CHANCELLOR was taking the 
view that the ECONOMIC SEcRETARY’s statement 
was dealing with a valuation made on a going 
concern basis and 

‘did not purport to override the general legal 

position under which the valuation would be made 

on a break-up basis if a hypothetical sale on that 
basis would realize a higher figure’. 

This interpretation, says the English Institute, 
seems to remove the substance from the 
Economic SECRETARY’s statement. On the other 
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hand, the Scottish Institute, after quoting that 
statement, observes that it 
‘suggests that, as is our own experience, “the 3 
allowance for negative goodwill is made only where 
this somewhat .technical point is known to the ` 
deceased’s representatives and is pressed to the 
attention of the Estate Duty Office. It is anomalous 
that this should be so and we are of the opinion 
that the basis said to be adopted in practice 
. should be embodied in the statute. ... 
‘It seems to us that the result of the stated 
practice of the Estate Duty Office is that a valua- 
tion made under Section 55 produces the same 
final figure as if it had been made under Section 
50 (2) which provides, in relation to valuations 
under Section 46, that in estimating the principal 
value of the said assets the Commissioners shall 
fix the price thereof on the basis of a sale of the 
business of the company as a going concern.’ 
The Scottish Institute, the Society and the 
Association all criticize the effect of the decision . 
in Re Duffy ([1949] 27 A.T.C. 324). It is pointed 
out that large profits earned just before the 
death and which swell the value of the com- 
pany’s assets for estate duty purposes, will 
normally attract a heavy charge to income-tax in 
the following year. Moreover, where assets are 
themselves disposed of at the estate duty valua- 
tion, a charge to tax may arise as a result. Again, 
the break-up value basis contemplates a liquida- 
tion of the company which, if actually carried 
out, might cause a heavy charge in the shape of 
withdrawal of non-distribution relief granted for~ 
profits tax. The Society also makes the point that 
to increase the profits tax liability on account of 
forced withdrawals to pay estate duty is unfair: 
In commenting on the English Institute’s 
recommendation that quick succession relief be 
extended to cases where a business was owned ` 
by certain companies, we suggested that the same- 
might well be done in the case of land as well ae , 
business. The Scottish Institute, thé Society and 
the Association each favour this wider extension. 
The recommendation of the Scottish Institute 
is that the quick succession relief, the spreading 
of payment of duty on real property and the 
lower rates of duty for agricultural property 
should all be extended to include cases where. 
these special assets are held by a company, the 
shares in which are being valued on an assets 
basis. It is arguable that an assets basis valuation 
should not be necessary to qualify for this 
extension; otherwise cases might arise in which 
the Section 55 basis yielded less duty. 
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PUBLIC ISSUES 


PRELIMINARY CONSIDERATIONS 
FOR PRIVATE COMPANIES 
by C. H. SCOTT, Solicitor 


SUPPOSE every practising accountant and 


[ex solicitor is faced from time to time with the 


problem of the private company owned by one, 
or two, or perhaps a few individuals, ‘and the effect 
which estate duty will have upon their estates. Some- 
times, in addition to the estate duty question, the 


private company also wishes to raise more money to - 


finance its expanding business. 

Each of these cases which confront us will differ 
from one another in various respects but there are 
many considerations which will apply to nearly all 
of them. i 

The title of this talk is ‘Public issues: preliminary 
considerations for private companies’. It is not, there- 
fore, within my province to deal with the cases where 
the shareholders of a private company propose to 
raise money privately, for example, from one or more 
of the insurance companies or investment trusts or 
similar institutions; nor is it within my province to 
‘discuss the detailed provisions of Section 55 of the 
Finance Act, 1940, which gives rise to the most serious 
estate duty problema. ' 


, Practical Considerations 
My talk is intended to cover the preliminary stages of 
public issues before the prospectus, and to deal with 
the practical considerations which arise and the ste 
. which have to be taken between the time when the 
private company first starts thinking about marketing 
its shares or raising additional capital and the later 
date when the prospectus itself comes to be issued. 

I expect most of what I have to say is familiar to 
many of you and I must, therefore, apologize in 
advance if I seem to be commenting on matters of 
general knowledge about which you know at least as 
much as I do. Moreover, many of the practical prob- 
lems which face a client in considering the making 
of a public issue are matters of accountancy. The 
functions of the lawyer and the accountant advising 
the client frequently overlap. I hope you will not 
think I am presuming to advise you about account- 
ancy matters which are more within your knowledge 
than mine. 


Before I begin the subject proper, I ought perhaps l 


to make it clear that in referring to a ‘public issue’, 
I mean the arrangements whereby the shares or other 
securities of the company first become available for 
purchase by the public on the Stock Exchange, 
whether by means of a public offer for sale or by a 
placing. 

An address delivered to the London and District Society of 


Chartered Accountants on October 28th. Mr W. G. Densem, 
F.C.A., Chairman of the Society, presided. 





- depreciation which is the basis on whi 


Whether to make a Public Issue or not 


The first question to consider is in what cases should 
a public issue be made and a quotation obtained for 
the company. Does the client want — or feel that he 
ought — to make a public issue, and if so, is the com- 

any one for which a public issue is possible? 
Ee that ate, I think, are first, the 
question of control; secondly, the question of the 
valuation and size of the business, including its profits 
record and prospects. 

Most clients, I find, are very much concerned with 
the question of control. They explain that the business 
has been in the hands of the family for years; they do 
not like the idea of a change; they do not want to have 
policy dictated by others; a competitor might buy up 
their shares in the market; and similar ents. 

The problem which faces our clients, however, is 
usually that they own the equity capital of the com- 


pang, It is that often exceedingly valuable but non- 
marketable equity capital whi 


comprises the chief . 
part of their private fortunes, and which, because of 
its high value, will involve their estates in liability for 
estate duty at the present appallingly high penal 


` rates; and the duty will have to be found in S 


Of course, if a company capitalizes reserves and 
makes a bonus issue of preference shares, and these 
preference shares are then sold either publicly or 
privately, that achieves two objects; it provides the 
vendors with. cash and reduces the value of the 
ordinary shares retained. And the ordinary share 
control remains unaffected. 

However, although that may help, the client is often 
in a position where it has become very desirable for 
him to obtain a Stock Exchange quotation for his 
ordinary shares also. 

First, there is the immediate advantage that a 
quotation — provided certain minimum dealings take 
place — removes the shares from the ambit of 
Section 55 of the Finance Act, 1940, which, if applic- 
able, means that the shares are valued for estate duty 
purposes on the basis of the actual value of the under- . 
lying assets of the company, including goodwill, 
regardless of the yield which the shares may be 
expected to give after making proper provision for 
the market 
or a possible purchaser would value them. Secondly, 
a quotation means that the value for estate duty pur- 
poses is fixed without any delay or discussion with the 
Estate Duty Office at the market price at the date of 
death, and the executors normally will not have great 
difficulty in realizing on the market enough shares to 
meet the estate duty. The danger that the estate duty 
payable on the shares may exceed any price that the 
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_ executors can get for them, will have been removed. 
Thirdly, a company ceases to be liable to a direction 
for sur-tax under Section 245 of the Income Tax Act, 
1952, if not less than 25 per cent of the issued share 
capital is in the hands of the public and is quoted on 
a recognized Stock Exchange, again provided certain 
minimum dealings take place. 

‘ Jt seems to me that those ‘tangible advantages 


greatly outweigh, in most cases, the somewhat’ 


exaggerated fear of the results of not retaining com- 
plete control. To obtain a quotation the vendors 
must be prepared to make 20 or 25 per cent maximum 
of their shares available, if required, for the market. 
When one or two’ individuals who have hitherto 
owned 100 per cent of the ordinary capital of a com- 
pany, part with up to 25 per cent of it, their position 
of control has probably, from the practioal ‘point of 
view, not been affected at all. 


-Size of the Business 


Secondly, the size of the business. Is it big enough 
to stand on its own feet in the market? Clearly some 
companies are too small to make it worth while con- 
sidering putting them on the market, partly in view 
of the disproportionate expense which would be 
involved and also because even if you could find some 


responsible~people to sponsor the issue, there could. 


never be any real market in the shares. In such a case 
it may be better for the shareholders or the company 
to obtain their finance privately; it should, however, 


be remembered that if a quotation is obtained on the ` 


London or a provincial Stock Exchange, then even if 
there is no real market, provided there are certain 
minimum dealings on such Stock Exchanges the 
liability to valuation under Section 55 of the Finance 
- Act, 1940, is removed. 

There is no inflexible rule as to the minimum size 
of the assets and of the past profits record before a 
public issue can be made. Sometimes it is possible 
to, amalgamate two or more companies carrying on 
complementary businesses and introduce them to the 
public as a joint new company, either through the 
formation of a holdings company or by one acquiring 
the other. A fair general rule is that unless a company 
can show net tangible assets of not less than £150,000 
and preferably {£200,000 or more, and show a profit 
record averaging for the last five years not less than 
£30,000 per annum and preferably not less than, say, 
. £40,000, it is not yet ripe to be introduced to the 
market. Even those figures are small — especially for 
the London Stock Exchange. 

With regard to the assets, there is no general rule 
about whether before a public issue there should be 
a professienal valuation of the land and buildings and 
plant. 

If there has been no recent valuation, and the land, 
buildings and plant are to form the security for an 
issue of loan capital, but they appear in the.company’s 
accounts at a written-down having no relation 
to their real present value, then unless there is an 
adequate margin of cover, the issuing house sponsor- 
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ing the issue will probably require such a valuation- _ 
to support the capital structure involving the issue of $ 
loan capital. On the other hand the expense and time 
involved in such a valuation will not be incurred-~ 
unnecessarily. ` 


Estimate of Future Maintainable Revenue 
and Dividend 


Perhaps more important than establishing the real 


. value of the fixed assets is the estimate of future 
. maintainable revenue and future dividend. The divi- 


dend will govern the market price and the Stock 
Exchange require the directors to. give a forecast of 
the future dividend. The directors, or some of them, 
are usually the vendors. They know the trading con- 
ditions and trends of the particular business, what 
reserves will be required, the amount needed ‘for 
working capital, what capital commitments will have 
to be met and how they will be financed, and similar 
matters. They must make their estimate, taking into 
account all these factors, of what the maintainable . 
revenue will be and how much of it can be distributed 
in dividend. It is in the light of this estimate that the 
capital structure will be determined and the price 
which the issuing house will offer to the vendors. 


Record of Past Profits 


The record of past profits, especially those of the last 
two or three years, will necessarily be taken as a guide 
to the future. The directors’ estimate as to the resulta 
since the date of the last accounts is therefore of the 
greatest importance. If the current year is nearly 
completed, the directors should be able to be fairly 
definite in their estimate; if they are in doubt, it may 
well be the best course to postpone the issue until 
the results of the year are known. If, since the date. 
of the last accounts, some adverse change in the ` 
company’s business ‘has occurred, or orders have 
fallen off compared with the corresponding period 
of the last two or three years, if any other adverse 
factor is known to the directors and the effect on the 
company’s future profits cannot be. assessed with 


„reasonable certainty, then in any such case however 


good and steady the past profits may have been and ` 
however valuable the company’s assets, the issue 
should be postponed until the decline in profits has 
been arrested and the earnings position has become 
stabilized. The directors must have some foundation 
on which to base their estimate. They must not ay 


-think that the results will be what they foretell; th 


must have grounds for so thinking. The directors will 
of course consult the company’s auditors with regard 
ially in cases where they 
are in doubt. The estimate for the future is the most 
important preliminary consideration before a public 
issue; its importance can hardly be Sagene. 


Issuing House and Brokers 
In every case my advice to the client is to consult in 
the early stages a firm of brokers or, especially where 
the amount involved is substantial, an issuing house. 
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A firm of brokers must be appointed by the company 
in every case where a public quotation is required and 
frequently the brokers will undertake the under- 
writing of the issue and attend to the marketing 
arrangements. 

In the bigger cases, however, the issuing house will 
fill a role which is outside the range of most firms of 
brokers and they have an experienced staff able to 
handle the work involved. The issuing house will 
advise as to the form of capital structure and under- 
take the initial marketing. Moreover, the company’s 
relationship with an issuing house is likely to be of 
great and continuing advantage to the company. If 
it should need further finance in the future it will 
have a friend in the City ready to advise and assist it 
in raising such finance in the best way. The issuing 
house will frequently take a block of shares, in cases 
where such shares have to be realized and the market 
price would be upset if the shares were to be put on 
the market all at once. In the first instance their most 
valuable service is in advising on the best form of 
capital structure. 


Capital Structure: Dividend Policy and 
Price of Issue 


It is impossible to generalize as to what should be 


the capital structure of a company but I will mention, 


some of the points which arise for consideration. 

Obviously one must first decide what estimated 
maintainable revenue is available to service the capital, 
including a dividend on the ordinary shares, and that 
estimated figure will in all cases be the governing 
factor. 

The question is also affected by whether the com- 
pany itself wishes to raise some more money or the 
reconstruction of the capital is merely to enable the 
vendors to market their shares. 

Having decided what is the estimated maintainable 
revenue, is the capital to be wholly in ordinary shares 
or are there to be loan capital and preference shares 
also? If there is to be loan capital, should it be secured 
or unsecured? Secured loan capital could probably 
be issued at a lower rate of interest but would it affect 
the company’s day-to-day bank borrowings for work- 
ing capital? Can the company meet the future 
redemption obligations out of its taxed profits with- 
out being unduly hampered? 

Will the company require further capital in the near 
future? If so, would it not be best to defer the issue of 
loan capital so that the way is clear to issue it in the 
future in case when the need for finance arises, market 
conditions are not propitious for an issue of shares? 

Should there be preference shares and, if so, what 
rights should they have? Are they to be redeemable 
or not? 

Will the prior ranking capital still permit a large 
enough ordinary capital to make a reasonable market? 


Whether to Form New Company 


It will also be necessary to consider whether the 
existing company is to be used or whether a new 


LJ ELE MOUWYUINI SING 


IJ 


company must be formed. Perhaps the majority of 
cases are companies with a small ordinary capital with 
large accumulated reserves. In such cases the com- 
pany will capitalize reserves and create new shares 
which are issued to the shareholders, renounced in 
favour of the issuing house or sponsoring brokers and 
offered to the public. If more money is also required 
by the company, the issuing house or brokers will 
subscribe for more shares and include the shares in 
the public offer. 

A capitalization of reserves will usually require the 
consent of the Capital Issues Committee, and I 
understand that committee is not in favour of allow- ~ 
ing a company to create redeemable, as opposed to 
non-redeemable, preference shares, on a capitaliza- 
tion of reserves, and practically never agrees to the 
creation of debentures on such capitalization. 

On the other hand, a new company can be formed 
with redeemable preference shares and the trans- 
action can often be brought within the exemption 
contained in the Control of Borrowing Order so that 
the consent of the Capital Issues Committee would 
not then be required. 

Nevertheless, while there are sometimes advantages 
in forming a new company with the desired capital 
structure to take over the assets and liabilities of the 
existing company, or alternatively a holdings company 
to take over the shares of the existing company, 
this may present special problems. 

Unless the purchase price payable by the new 
company consists as to go per cent in shares ~ not 
cash or debentures — there is no stamp duty exemp- 
tion and accordingly capital duty of one-half per cent 
must be paid on all the capital of the new company, 
and transfer duty of 2 per cent must be paid on the 
price paid for the assets (other than those passing by 
delivery) or (as the case may be) on the purchase price 
of the shares of the existing company. Again, deben- 
ture stock of a holdings company is not considered in 
the market a very suitable security, and the operating 
company in such cases as long as it continued in 
existence would normally charge its assets to secure 
the holdings company’s stock. 

Where a company parts with all its assets to a new 
company the first company ceases to trade. This may 
involve an alteration in the basis of assessment to 
income-tax, with the result that the old company and 
the new company may together have to pay much 
more income-tax than would have been paid if the , 
old company had continued trading. 

Sometimes a company has some preference shares 
carrying a very high rate of dividend or other shares 
with special or unusual rights with regard to voting 
or participation in profits or surplus assets on wind- 
ing up. Such shares will probably have to be con- 
verted into ordinary shares or made to rank equally 
with a new issue of preference shares, as otherwise 
they would spoil the capital structure proposed. The 
ordinary shareholders would in such cases have to 
compensate the holders for loss of their special rights 
as part of the scheme of reconstruction by renouncing 
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‘in their favour some of the new bonus shares issued 
to the ordinary shareholders. Clients do not always 
‘realize that the company itself cannot pay anything 
to shareholders for giving up any such rights. 

I have come across a case where a company had in 
the past decided to write into its balance sheet an 
‘item for goodwill and had issued shares against that 
item. The company was advised that those shares 
were issued for no consideration and consequently 
were not fully paid; in view of that advice obviously 
it was impossible to market those shares. It was there- 
fore necessary to form a new company to acquire the 
_ assets of the existing company though the capital 
structure was the same. No doubt that is an unusual. 
case to find, but the illustration serves to point out 
the sort of probléms which may confront us when 
considering what the capital structure should be. 
` The issuing house or brokers will settle the price 
at which they will purchase or subscribe for the shares 
almost at the énd of the proceedings, although the 
general price range will have been mentioned at the 

eginning. It is important that the client should 
regard the sponsoring issuing house or brokers as his 
advisers, rather than as an organization bargaining 
against him for the best possible terms. The issuing 
house or brokers know what the proper market price 
will be, based on the estimated dividend. If you go 
to an expert it is usually best to accept his advice. 
Sometimes the paradoxical situation arises where the 
vendors wish to keep the price low, and the pur- 
chasers wish to increase it. The vendors often retain 
some 75 per cent of the equity capital. In such cases 
they wish the market value to be low for estate duty 
purposes and, as they are usually high sur-tax payers, 
they do not want a high dividend. Such cases, I think, 
illustrate the saying that the burden of the rich is 
indeed their wealth. No issuing house, however, 
would sponsor an issue which, because of an un- 
reasonably small dividend forecast, would result in 
an unreasonably low market price for the shares. And 
the vendors will be advised that the aim should be 
that the ordinary shares should always command a 
premium in the market, thus facilitating the raising 
of further capital in the future. 


Public Offer for Sale or Private Placing 


The question whether the issue should be made by 
way of public offer or placing is one which will be 
. considered at the outset. From the point of view of 
the client, placing is a popular form of finance because 
there is a substantial saving in expense and also in 
time. The Council of the Stock Exchange, however, 
are rightly concernéd to see that wherever practicable 
the public have the right to apply for securities at the 
issue price and that the privilege of obtaining the. 
shares at the original price should not, in cases where 
there is likely to be a large demand for them, be 
unfairly restricted to a chosen few. 

In view of the disproportionate expense involved 
in a public offer, however, where the amount offered 
ig comparatively small, many issues must be done by 
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way of private placing and the Council of the Stock 

Exchange on the application of the company’s brokers., 
will always give permission for a placing where the 

expense of a formal public offer is not justified. Such’ 
permission is always given where the amount is under 

£250,000, and frequently the privilege is extended to 

applications for much larger amounts provided that 

the Council of the Stock Exchange are in each case 

satisfied with the marketing arrangements. 

While the client may be expected to prefer the issue 
to be made by way of private placing because of the 
saving in expense as compared with a public offer, 
nevertheless sometimes the client prefers a public 
offer because that enables prospectuses and applica- 
tion forms to be circulated widely among his friends 
and customers and his company gets considerable 
advertising value which cannot be achieved if the 
issuing house or brokers place the shares with a 
comparatively small number of their own clients. 


Investigating Accountants 


Frequently the issuing house or sponsoring brokers 


ask a firm of accountants to investigate the company’s 
affairs on their behalf. It seems to me in principle a 
good idea; just as different lawyers represent different 
interests when a prospectus is issued, so there are 
ing an independent firm of 
investigating accountants experienced in issue work, 
to make a report, which they always do in close con- 
sultation with the company’s auditors. Of course, this 
necessarily adds a little. to the time taken over.the- 
preliminary work and to the expense, but if I may 
say so to this audience, I am always impressed how 
quickly and efficiently investigating accountants in 
consultation with the company’s auditors produce a 
les rape report for the issuing house; and how, 
8 the extra expense is in obtaining such report 
which is of great value not only to the issuing house 
but also to the company itself. 


Sur-tax Clearance 

Most of the private companies with which we have 
to deal are companies liable’ to sur-tax directions 
under Section 245 of the Income Tax Act, 1952. 
Before the company can have its shares marketed, 
the issue will inevitably require 
to be satisfied that there is no claim for sur-tax hang- 
ing over the company. In every case it is necessary to 
obtain either an official clearance from the Special 
Commissioners or to rely on an indemnity given by 
one or more of the vendor shareholders. 

I have found clients frequently very reluctant to 
apply to the Commissioners. There seems to be a 
feeling that the request for a clearance of itself may 
result in the Commissioners making a direction which 
otherwise they would not have made. I think there is 
not much substance in this objection. If the Com- 
missioners do décide to make a direction I do not 
believe that their decision is prompted by the fact that 
a clearance has been asked for. The Commissioners 
will know in due course when a private company does 
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become a public company and it is still open to them 
‘then to make a direction in respect of earlier years. 

The alternative of obtaining an indemnity from 
vendor shareholders is much less satisfactory. First, 
it frequently happens that the vendor shareholders 
are executors. You cannot, I think, expect executors 
to give an indemnity. Secondly, it frequently happens, 
that there is more than one vendor. I do not think it 
fair to ask any one vendor in such a case to tee 
the whole of the sur-tax liability which might be 
imposed on the company and an indemnity from a 
lot of people according to their various participations 
in the company is an unsatisfactory and complicated 
arrangement. 

Sometimes the vendor shareholders, who are 
reluctant to apply for a sur-tax clearance, offer to give 
an indemnity. I discourage this, principally ‘because 
it is practically impossible to tell the vendor who 
offers this indemnity what the maximum amount of 
his liability under it might be. The sur-tax which may 
be assessed on the company is based on the income- 
tax groups of the various shareholders, and may go 
back for six years; also it may be six years or even 
longer before he knows the amount of his liability. 

In the great majority of cases I think the vendor 
should be dissuaded from giving an indemnity and a 
clearance should be applied for as soon as the 
decision is made to make a public issue. You will 
have had more experience than I with regard to sur- 
tax clearances. I can only say that from my experience 
in the case of a trading company the clearance is 
usually obtained quite quickly even if the total 
amount which has been distributed in directors’ 
remuneration and dividend is quite a small propor- 
tion of the total gross earnings. Also at the present 
-time we still have the benefit of the assurance given 
in the House of Commons by a former Chancellor to 
the effect that normally a sur-tax direction would not 
be made where companies maintained the distribution 
they had made in the previous year even if their profits 
were greater. Of course, I do not suggest that there 


is anything automatic in it and obviously there are - 


cases where a direction is made. At the same time in 
such cases it is probable that in due course a direction 
would have been made anyway, though the vendor 
shareholders may have been blissfully unaware of the 
possibility. 


Section 46, Finance Act, 1940 
Owing to the very wide terms in which this section 
is drawn, there is another possible liability which 
should be covered before an issue can take place. As 
you are aware, the broad effect of this section is that 
where in his lifetime a person has transferred assets 
to a company, the Estate Duty Office’ may, on, the. 
death of that person, assess the company for (he estate 
duty payable on the death in question computed 
according to the rather complicated rules set out in 
the section. Here there is no machinery for obtaining 
a clearance as there is in the case of sur-tax and the 
matter can only be covered by an indemnity. On the 
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other hand, the estate duty which may be aseessed on 
the.company is not levied in the same way as a sur-tax 
direction would be and is in each case limited to the 
estate duty payable on the death of each particular 
vendor in respect of his interest in the company. An 
indemnity from all shareholders is seldom required, 
and it is usually easy to see, when one has considered 
the shareholdings and the history of the company, 
where there is any appreciable risk that the section 
would be invoked and to ask for an indemnity from 
the particular shareholder concerned, the indemnity. 


.to be drawn so that it is binding on his estate. 


The Council of The Law Society and the Council 
of The Institute of Chartered Accountants in England 
and Wales made representations to the Inland 
Revenue regarding this section early in. 1943; the 
question was raised whether an accountant giving a 
certificate in respect of the accounts of a company 


to which the section applied SE be in doubt as to 


whether he ought not to qualify his certificate in some 
way having regard to the contingent liability to estate 
duty. 


While I do not think there was any official ruling, 
an assurance was given that the Inland Revenue would 
apply the statutory provisions in a reasonable manner: 
So far as I know they have always done go, and pro- 
vided an indemnity is taken in cases which may be 
said to fall within the intended ambit of the section, 
that is all that is required. 


Capital Issues Committee 


In most, but not all cases of a public issue, the con- 
sent of the Treasury is required. First, raising new ` 
money. A company may not raise, whether by Oe 
issue of shares or loan capital, more than £50,000 in 
any period of twelve months. Whether an application 
to raise more money will be granted or not depends 
entirely on the strength of the case submitted. Any 
trading company manufacturing goods for, e.g. 
armaments or for export or doing other work regarded 
as of national importance, has a better chance of 
success than a company carrying on, for example, a 
trade in luxury goods. But the raising of new capital 
is still strictly controlled. Secondly, T: consent 
is required to the making of a public offer for sale of 
shares within two years of their issue, if they are 
shares which were originally issued without the 
necessity for Treasury consent. This does not often 
arise in practice and does not present much difficulty, . 
Thirdly, in connection with any scheme for recon- 
struction, Treasury consent is required to any issue 
of shares for the acquisition of shares of another com- 
pany unless one or other of the companies is to be 
wound-up. When company A. issues shares to the 
shareholders of company B. in exchange for their 
shares in company B., then provided A. or B. is to 
be wound up, no consent is required. No period of 
time is stated within which the winding-up must be 
commenced, and up to two years or possibly even 
longer ia considered permissible. Many reconstruction 
schemes have been framed so as to fall within this 
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exemption and thus to avoid the delay and uncer- 
tainty involved in making application to the Capital 
Issues Committee. 

Fourthly, capitalization of reserves. Any capital- 
ization’ of reserves up to an amount which (together 
with the amount raised by any issue of share or loan 
capital during the’ past twelve months) exceeds 
£50,000, requires ‘Treasury consent. 

uring the war and until, I think, some time in 
1946, there was an absolute prohibition against bonus 
issues. Later, a Chancellor of the Exchequer, who 
professed ignorance as to what they were and 
described them as ‘rather sinister’, relaxed the pro- 
hibition and allowed the Capital Issues Committee 
to permit them but imposed a tax of ro per cent on 
the bonus element; happily for everyone this tax did 
not last long. The attitude of the Treasury to bonus 
issues has varied from time to time; it seems Chat at 
the present time the difficulty of obtaining consent in 
proper cases has largely disappeared, and applications 
for permission to capitalize reserves and issue ordinary 
shares or SCH E mable preference shares are 
granted comparatively readil 

In every case therefore, CS question of Treasury 
consent must be considered and if it is required, 
application should be made as soon as the new capital 
structure has been decided. The office of the Capital 
Issues Committee are always as helpful as they can 
be if you wish to discuss any problem with them. I 
suppose most of us feel that some control over capital 
investment is still n . But perhaps the time 
bas come for the legislation on the subject to be 

-revised, particularly on the question of bonus issues. 
It is still a criminal offence, rendering the persons 
responsible and possibly those who aid and abet them 
liable ‘to imprisonment, to capitalize reserves arid 
create bonus shares in excess of £50,000, without the 
consent of the T . However unlikely it may be 

- that such a drastic result would follow, some of us 

may wonder whether such a law is any longer 
necessary or justifiable. 


Articles of Association 
When a private company becomes public it will 
obviously need new articles of association. 

Almost always the existing articles are out of date 
and there are sometimes only one or two copies in 
existence. It is usually best to adopt a new set. 
. Modern articles based on Table A of the Companies 
Act which comply with the requirements of the Stock 
Exchange are more or less standardized and contain 
nothing’ to which a client ought to object. I will 
mention just four points which I think should be 
considered. 

First, the rights of preference shares. It is Se 
always made clear that in a winding-up they have the 
right to receive their preferential dividend calculated 
up to the date of payment, whether earned or 
declared or not, and have preference in the repayment 


of their capital often at a premium, either fixed or to ` 


be calculated according to the average Stock Exchange 
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prices over a six-months’ period before liquidation, 
but they do not participate further in profits or assets. 
Unless these points are made. clear there is doubt ) 
whether on a liquidation the preference shareholders 
are entitled to any arrears of dividend if it has not 
been earned or declared, and whether or not they are 
entitled to participate in surplus. - 

With regard to their votes, usually preference 
shareholders have no right to vote at meetings of the 


company unless their preferential dividend is in 


arrear for six months or unless a resolution is pro- 
posed to repay their capital, or to wind up the com- 
pany, or adversely affecting their rights. While there 
is no objection to this, the proper protection for 
preference shareholders lies in providing that certain 
things cannot be done except with their consent 
given by extraordinary reaolution passed at a separate 
class meeting. 

It is becoming more the practice when preference 
shares are offered to the public to provide that the. 
separate consent of preference shareholders as a class 
is required to any of the following matters: any pro- 
posal to increase the number of preference shares; 
any proposal to repay the preference capital or any 
part of it; any proposal to increase the amount of 
the borrowing powers of the directors and of course 
any proposal altering their special rights. 

Secondly, the Stock Exchange require a limit to be 
imposed in the articles on the amount which the 
directors may borrow without reference: to the share- 
holders. This maximum amount must be decided in 
each case according to the needs of the company. 
Some companies require large seasonal borrowings 
and in such cases it may be best to exclude bank 
borrowings in the ordinary course of business. A fair 
working rule for the average company is to provide) 
that the total amount borrowed by the company and ` 
its subsidiaries, whether secured or unsecured, in- 
cluding the contingent liability under any guarantees, 
should not exceed the issued capital. A reasonable 
restriction is required but neither the issuing house 
nor the Stock Exchange will insist on any restriction 


` which might be expected to hamper the company in 


carrying 0 on its day-to-day business. 


Directors’ Remuneration 


Thirdly, directors’ remuneration. I think the articles 
should always specify the amount of the directors’ 
fees rather than leave the question of their remunefa- 
tion to be settled each year by the company in general 
meeting. With regard to directors’ service agreements, 
it is normally provided in the articles of association, 
that a director must not vote on any contract in which 
he is interested. It sometimes happens that all the 
directors are whole-time executive directors and 
there are’ no outside directors, and they all have 
service agreements which run for the same period and 
expire at the same time. In such cases there is no 
independent quorum of the board to grant or renew ` 
the service agreements. 

The law considers that when director A. votes in 
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favour of director B.’s service agreement and imme- 
diately afterwards director B. votes in favour of director 
A.’s service agreement, it is all part of an arrangement 
‘in which both directors are interested and the service 
agreements are therefore invalid unless ratified by 
the company. There is, however, a useful article 
which was first introduced in Table A to the Com- 
panies Act, 1948 (the number is Article 84 (4) in 
Table A), which provides that a director, notwith- 
standing his interest, may be counted in the quorum 
and may vote (except on his own contract) at a meet- 
ing whereat he or any other director is appointed to 
hold office. It saves the complication I-have just 
mentioned. 

Fourthly, are directors too old at 70? Section 185 
of the Companies Act provides that a director who 
has attained the age of 70 must retire and may not be 
reappointed except upon special notice being given 
in which his age is stated. The articles of association, 
however, may negative this provision. 

I think the client’s attention should be drawn to 
this point and if the articles do exclude the operation 
of the section the fact should be brought to the notice 
of the shareholders who should, I think, be given the 
opportunity of voting on that article separately from 
the rest. e 

Management f 
Before a company which has hitherto been mana 
as a private company can be launched on the public, 
those sponsoring the issue must obviously ensure 


that arrangements are made for continuity of manage- - 


ment. An issuing house will attach almost as much 
importance to the quality of the management which 
is to continue to run the company, as to its past 
record. Almost invariably, therefore, service con- 
tracts must be made, for a period of up to five years 
or more with at least one and often more of the 
existing members of the board. The remuneration 
will have to be fixed at a figure which is reasonable 
and berg it is obviously impossible to lay down any 


hard and fast rule. It must depend on the size of Ge 


company and number of executive directors. The 
amount which the directors may have been receiving 
in the past is no guide since when they virtually 
owned the business it was a domestic affair. On the 
whole I am much in favour of agreements which give 
the managing director and perhaps one or two of the 
key executive directors a salary plus a commission 
calculated on profits, and a top-hat pension provision. 
This should be settled in case fairly early in the 
proceedings. ` ! 

" A further point arises whether, when the company 
is to become a public company, the board needs 
strengthening. It may be that the issuing house will 
suggest to clients that perhaps they should have an 

outside director, and this proposal is sometimes 

‘resisted. It frequently happens, however, that a 
person coming in with outside interests is able to 
bring a different point of view to bear on some of the 
company’s problems. It: is a matter which the 
‘directors must consider in each case; obviously there 
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is no general rule except that a board must not be too 
small in number. 


Steps to be taken before a Public Issue 
The time involved in collecting the information and 
arriving at the necessary decisions and then sub- 
sequently carrying the.scheme into effect varies with 
each issue and depends upon its size and complexity. 
Tt is not therefore possible to give an-estimate of what 
time is normally taken before all matters have been 
dealt with so that the prospectus can be issued, but 
one should be prepared to allow two months as a 

It is best in each case to make a list of the steps 
which have to be taken in chronological order and 
work out the time-table. No two cases are the same 
and I will not attempt to draw a specimen time-table: 
However, I will briefly summarize the various con- 
siderations that I have mentioned and deal with the 
practical steps which have to be taken. 

First, whether to make the public issue at all. A 
draft of the auditors’ certificate as to past profits is 
an essential preliminary to any. discussion about a 
public issue. When a draft has been prepared, meet- 
ings must take place between the client and his 
advisers, that is his auditors, his solicitors, and the 
issuing house or brokers. 

This preliminary stage takes several weeks during 
which there may be the: separate investigation by 
accountants appointed by the issuing house, and 
finally the capital structure and terms of any necessary 
reconstruction scheme are settled. 

If Treasury consent is required, the application to 
the Capital Issues Committee in the prescribed form 
must then be drafted. This is normally done by the 


‘company’s solicitors or by the issuing house. It does 


not matter who actually writes the letter; it is always 
settled in consultation with the auditors, and of course 
the client, who must accept responsibility for the 
statements in it. i 

The company’s auditors will usually apply for the 
sur-tax clearance. - 


Preparation of the Prospectus 
. and Other Documents 
The next step is the preparation of the documents to 
give effect to the scheme and the preparation of the 
prospectus. The drafting of these documents is the 
responsibility of the company’s solicitors, and it is . 
usually best to assume that Treasury consent will be 
obtained and to start with the preparation of the 
documents so that there is no avoidable delay after 
the consent has been obtained. It must always be 
borne in mind with a marketing operation that market 
conditions are apt to change and however propitious 
they may be when the scheme is settled in the first 
instance, by the time the scheme is ready for com- 
pletion and the prospectus ready to be published they 
may have changed, so that the issue may have to. be 
ned, or the price altered. 
It is obviously therefore desirable that there should 
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be-a-minimum of time taken and that is why account- 
ants and solicitors always find themselves somewhat 
harried by their clients in these matters. 

The solicitors will then prepare the new articles of 

association, the notice of meeting and resolutions that 
will be required to reconstruct the capital and make 
the bonus issue, the necessary formal board resolu- 
tions, the new service agreements with the directors, 
the agreement whereby ‘each vendor shareholder 
agrees to sell a proportion of his holding of new shares 
to the issuing house or brokers and the many other 
documents which are required for carrying out the 
scheme. 
- The articles of association will have to be approved 
by the Stock Exchange and the company’s brokers 
will submit them to the Share and Loan Department 
for this purpose. 

At the same time, the solicitors will be drawing the 
firat draft of ‘the prospectus. 

The prospectus is the joint work of everybody con- 
cerned with the issue and the best way after the first 
draft has been prepared, including a. draft of the 
auditors’ certificate, is for round-table conferences to 
be held at which the document is discussed and 
gradually built up. 

When the ‘Treasury consent has been obtained 
much of the pre work will have been done 
and it should then be possible to dispatch the circu- 
lars and notices of meetings. Obviously, if you can 
obtain the consent of all shareholders to accept less 


than the full twenty-one days’ clear notice, valuable . 


time will be saved. This is usually. possible when 
there.are, say, up to sen or twelve aharcholders, but 
usually it is impracticable to get the consent of all 
shareholders when there are twenty or more. 

- The matter is usually completed as soon as the 
extraordinary general meeting to effect the company 
reconstruction is held. If a new company is to be 
formed. it will be formed in the first instance as a 
private company and when the scheme is put into 
effect it will be converted into a public company and 
adopt the articles of association which will have been 
approved by the Stock Exchange. 
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The issuing house normally attends to the printing 
and in due course the advertising of the prospectus. 
and application forms. They will also handle the 
Registrar’s work if required; a great help to an over- 
burdened secretary without much previous experience 
of public issue work. If it is a small issue done by way 
of a placing rather than a public offer, it is usually 
the solicitor. who is responsible for arranging for the 
printing and advertising of the necessary statement 
for information, which for all practical purposes con- 
tains the same information as a prospectus. 


Disclosure of Material Contracts 


One of the requirements of a prospectus is that 
any material contract entered into outside the ordinary 
course of business within the last two years must be 
disclosed. This means that a careful inquiry whether 
there are any such documents must be made, and 
they must be produced, copied and made available 
for inspection with copies to go on the company’s file 
at the Companies Office and to the Stock Exchange. 

All the directors must sign the prospectus or auth- 
orize someone to do so for them. It would be awkward 
if at the last moment there was a hitch because one of 
the directors was unable to be present to sign it. 
Therefore it is a good plan to obtain from all the 
directors quite-early in the proceedings a signed form 
authorizing some one or other of their co-directors 
to sign the prospectus on their behalf in case of illness 
or other unforeseen event preventing their attendance 
on the vital day. 


The subject of this talk is a wide one and I have 
necessarily dealt somewhat sketchily with many 
matters, When a private company becomes public 
and makes its first public issue, quite a formidable, 
amount of work may be involved. There is no short’ 
cut; our clients are taking an important SE and 
accepting considerable responsibility: they are-us Sec) 
treading an unfamiliar path for the first time: on 
these matters requiring preliminary consideration 
they will need advice and guidance so as to. ensure 
that the issue is made in the best. way. 


WEEKLY NOTES 


. Appointment of a Secretary to the Institute’s 
-Taxation and Research Committee 
Since the death of Mr Stanley W. Rowland, LL.B., 
F.C.A., in 1946, the work of secretary to the Taxation 
and Research Committee of The Institute of Chart- 
ered Accountants in England and Wales has been 
carried out as part of the duties of one of the Assistant 
Secretaries of the Institute. In 1950 the continually 
growing volume of work resulted in the appointment 
of a newly qualified member as an assistant to the 
committee for a period of up to three years. This 
period will soon expire and it is now announced in 
our advertisement columns that the Council is to 
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appoint a member of the Institute to deal with the 
whole of the work of the committee as its full-time 
secretary. Applicants between the ages of 30 and 40 
are preferred. 


University Scholarship Scheme 

The Council of the Society of Incorporated Account- 
ants and Auditors has announced its intention to 
promote a university scholarship scheme in the 
autumn of 1954, when applications. will be con- 
sidered from SOREN | accountants and from 
accountancy students who declare their intention of 
qualifying as incorporated accountants. 
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The value of a scholarship will be £100 per annum 
‘for a period not exceeding three years, and in any 
one year the number of scholarships current at the 
same time will be limited to three. 

In general, applicationa will be considered from 
students about to enter a university, from present 
undergraduates in special circumstances, and from 
incorporated accountants who either intend to read 
for a first degree or, having the necessary academic 
qualifications, pro to proceed to a higher 
degree. Candidates who do well in the Society’s 
Intermediate examination and who satisfy the 
regulations for university entrants will also be 
considered. All applications will require a recom- 
mendation from the head of the appropriate university 
department and the Stamp-Martin Professor of 
Accounting. 


. The Drive against Tax Evasion 
The Inland Revenue’s anti-evasion drive gathered 
momentum in the year ended last March. Investi- 
gations completed in that year resulted in 9,836 
pecuniary settlements for a total of £11,045,412, 
including £3,865,219 in penalties. For the preceding 
year the settlements numbered only 4,962 -but pro- 
duced £9,430,396. The Inquiry Branch dealt with 
262 of the 9,836 cases and accounted for £2,751,108. 


of the total haul. In addition to these more serious’ 


cases, local Inspectors effected settlement in no less 
than 136,188 cases of the less serious kind, relating to 
untaxed interest, allowances, etc. These produced 
£5,389,215 in tax assessed. 

Notifications of bank interest of £15 and above, 
under the Finance Act, 1951, Section 27, had reached 
about 1,200,000 by March 31st, 1953, of which half 
were from the Post Office Savings Bank. These noti- 

“fications brought to light no less than 330,000 cases 
of under-assessment or non-assessment, of which 
139,000, involving about £7 million tax, were settled 
in the year 1952-53. It follows that more than half of 
the total back duty (excluding penalties) arose from 
these notifications. 

These figures form part of the report of the Comp- 
troller and Auditor-General on the Appropriation 
Accounts of the Revenue Departments for 1952-537 
published on Tuesday. We hope to review the report 
and accounts in a leading article next week. 


Canadian Tax Foundation 


The Canadian Tax Foundation held its seventh annual 
conference on November 23rd-z4th at Winnipeg, 
when the following subjects were discussed: (1) 
business income and taxable income; (2) sales tax; and 
(3) appeal procedures under the income-tax. We are 
indebted to the Foundation for copies of the three 
data papers issued before the conference. These 
constitute very informed articles on the subjects in 
question. The paper on appeal procedures includes a 
review of the procedure in England, as well as those 
in the United States and Canada, and has a section on 


1 House of Commons Paper No. 12. H.M.S.O. 1s 9d net. 
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the problem of distinguishing between fact and law, 
the writer of which gives acknowledgment to English 
sources. In the paper on business income, there is 
included a brief but illuminating review of the English 
approach to the problem, GC a quotation from a 
judgment in a case so recent as Tate & Lyle. 


Egyptian Company Law 
When the text of a draft company law was released 
in Egypt last June it caused a good deal of criticism. 
An amended draft law has now been made public, 
but we understand from the Financial Times that the 
new draft remains practically the same in its more 
important provisions. Thus it will be necessary for 
40 per cent of each board of directors and 75 per 
cent of the salaried employees of each company to 
be Egyptian, while the Egyptian salaried employees 


- must receive at least 65 per cent of the total monthly 


salaries paid. The minimum percentage of Egyptian 

labourers is maintained in the draft at go per cent, ` 
and they must receive 80 per cent of the total wages 
paid. However, a company can apply to the Minister 
of Commerce and Industry for exemption from 
the restrictions gove salaried employees and 
labourers and if he does not reply in the negative 


. within two months the exemption sought is auto- 


matically accorded. 

-, Forty-nine per cent of the capital of each company 
is to be reserved for Egyptians for the first month. 
There are minimum requirements as to share 
qualifications of directors; one-fiftieth or {E1,000. 
There are special restrictions where an individual 


- holds more than six directorships or more than two 


managing BCEE Subject to exemptions, there 
is to be an limit for directors of 70. Twenty per 
cent of the KR of a company can apply for 
an investigation of its affairs. - 

The text of the draft is being studied by interested . 
organizations. 

Adequate Coal Stocks 
‘One of the consequences of this remarkably mild 
autumn has been the smaller demand than usual for 
coal, gas and electricity for space heating purposes. 
So far as coal is concerned, this has meant that stocks 
are now in an exceedingly healthy state where 
users are concerned, whereas in the early autumn 
apes was a Pos e that there would be difficulty 
through e winter if the weather were 

pa i 

Stocks were over 19 million tons by the third 
week in November and it is likely that they will 
have gone a little higher at the beginning of December. 
Last year the country faced the winter with coal stocks 
at the record level of 19:2 million tons and these 
were not touched until the coal winter was several 
weeks old. It is beginning to look as though a similar 
pattern will be followed this year. Certainly, 
there is now no fear of a coal shortage in the later 
months of the winter unless there is a remarkable 
combination of severe, amounting to freak, con- 


ditions. 
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FINANCE AND COMMERCE 


Stock-markets maintain a commendably firm tone 


despite the diversion of money to new trustee stocks. 


and of interest to the Savoy Hotel affair. Business, 
however, is not particularly large and there is an air 
of uncertainty about conditions generally which 
rather belies the firmness of prices. 


Tetley Form 


We give this week the major part of ‘ier accounts 
presented by Joshua Tetley & Sons Ltd, the Leeds 
brewers. We commented on the form of the accounts 
when it was introduced and we still think it provides 
an excellent example for adoption or adaptation by 
other companies. 

This presentation, of figures starting, in the case of 
the trading’ account, from the actual sales total puts 
more meaning into the chairman’s report on the 
running of the business. He points out that the cost 
of materials and production is rather higher; savings 
on malt have been offset by increases in other 
materials and overheads. In the case of malt, a rise 
or fall in the cost of barley takes about six months 
to have its effect so that the high 1951 price is 
reflected to some extent in this year’s malt costs. 

This year it has been decided to show bank over- 
draft interest separately. It has now reached an 
appreciable figure. A rise in the cost of selling and 
administration is due partly to the increase in sales 
and also to a rise in the cost of carriage. There is 
only a slight increase in administration costs, says the 
chairman. RB 

Company reporting is s0 often in vague terms such 
as ‘sales rose by 8 per cent’. It is taking some time, 
such being the conservatism of-the British character, 
for company directors to realize they can publish 
a sales total, even in a highly competitive industry, 
without ruining the business. This company did it 
three years ago and it is still going ahead. The example 
should be followed, as also should the Tetley service 
of quarterly statements. ` 


Taxed Away 
The extent to which the Coronation lifted the profits 
of J. F. Stone Lighting and Radio Ltd from £473,996 
to £651,014 for the year to June 30th, 1953, is one of 
those business intangibles that can never be exactly 
reckoned. Undoubtedly large numbers of families 
wanted to see the great event on television but Mr 


D. G. Nairn, the chairman, thinks the reduction in‘ 


_ purchase tax was a great stimulant. During the year 
also, he points out, the company reaped the harvest 
from the heavy investment of its funds in hire- 


purchase transactions which reached its peak in - 


December 1951. He reminds shareholders that 
conservative accounting for the profits from hire- 
purchase business involves a strict regard to the 
safe collection of instalments as they fall due. 
Whatever it was that did put profits up, however, 


L 


` there is no doubt about where they have gone. Income-~~ 


tax takes £306,700 against £203,500, profits tax is 
easier at {58,300 against £80,000, but the excess 
profits levy takes £103,000 against Zon, 500. 

. The result is, that while the before-tax profits are 
up some £177,000,” the after-tax -figure is less than 
£17,000 better at £183,226. ‘Have ever figures more . 
eloquently reflected the burden of taxation upon 
industry at the present time’, laments the chairman. 


‘600’ 
Our curiosity about “The 600 Group of Companies’ 
has been satisfied by Mr Raymond Ball, chief 
accountant to George Cohen Sons & Company Ltd. 
It goes back nearly eighty years to the time when the 


head office and London wharves of the business were 


established at 600 Commercial Road, London, E. That 
was just over forty years after the business was founded. 

Not unnaturally, people in the firm (as it then was) 
began to abbreviate the address in their reference to 
the new head office. They spoke of ‘going to 600’. 
And as time went on, the habit spread to other con- 


- cerns with which Cohen & Sons traded. 


Then after the First World War, one of the directors 
had the ‘600’ inserted after the business name in an 
advertisement and-in due course "Gool began to 
appear on notice boards, letter headings, machinery 
name-plates, etc. One frequently sees it now on the 
company’s motor vehicles as they pass through the 
streets. ‘600’ has in fact become a ‘hoyse-mark’. 

The company’s registered office is now at Broadway 
Chambers, Hammersmith, but the ‘600’ sticks. It is 
an interesting instance of the way in which a particu 
identity can be created for a business and company. 


‘What Cannot be Cured’ 


‘I am somewhat surprised’, says Mr C. H. Pannell, 
F.8.A.A., in his report as Borough Treasurer of Hornsey 
(an inner suburb of London) ‘that mien who are 
normally keen on obtaining value for money appear 
to be somewhat indifferent as to what they get for 
the rates they pay.’ We used to think the same our- 
selves once ut that was quite a time ago. People 
ought to take an interest in local affairs but human 
nature being what it is, we are not surprised that they 
do not. It seems to be very much a case of ‘what cannot 
be cured must be endured’. 

Some people grumble, says Mr Pannell. “They 
wonder how it is that the “Town Hall” can get rid of 
so much, but few take the trouble to inquire into the 
facts.’ He thinks that if people did take the trouble 
they would find that as ee they get one of the 
best bargains they can get tod 

For the £390 million a year which they pay as rate- 
payers throughout the country plus some £440 
million added to that by the Government from what 
they pay as taxpayers, Mr Pannell points out that 


they get education, libraries, museums, art galleries, 
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sanitation, roads and streets maintained, parks, JOSHUA TETLEY & SON LIMITED 
playing fields, swimming baths, etc. The Ter in Brief ` 
Here in the 100 pages of accounts to which Mr 1953 1952 
Pannell puts his name are the £ s d of municipal Aeron aber Zeng ` ` ` irae CINIA 
tion so far as the citizens of Hornsey Are ` Mer Profit after Taxation (per £l of Sales) .. ` 44 ponte 7:39 pence 
SC -even down to the number of bulbs Nat Profit Wer Taxation (available per £i of sae 
ted in ta nary Sto DÉI we $% oe “34 pence pence 
P the Borough’s' open spaces. Dividend (net) pald or proposed per £1 Ord- 
` r inary Stock... ka be Ss .. 2145 pence 20-47 pence 
Dividends (net d or proposed per £l of 
Money Market Mi peli a paa or eae parigi PT e pence 4-32 pence 
Treasury Bill applications totalled £373,955,000 On Profit invested In business per £] of Sales .. SI ponce 307 pence 
i Z A Number of Employees at ond of year e 1,094 1,099 
ee and at the maintained bid of £99 gs 6d Number of Licensed Properties ownad A © sT 479 
e mar. obtained 55 per cent of requirements. The Number of Ordinary Stockholders at end. of ` 
average rate was {2 1s 11-724 per cent and this week’s ts ie aaa Oat eee Si Kei 
offer of £250 million is £50 million below maturities. "ve, "77" Stockholders at end 1,554 1,572 
JOSHUA TETLEY & SON LIMITED 3 Statement | 
Trading Accounts 
1953 1952 1951 1950 1949 1948 1947 
£ D É £ £ £ £ 
Sales of Cask and Bottled Ale F DÉI T 6,553,155 6,284,857 5,840,319 5,665,481 5,950,417 5,944,594 4,545,510 
Less Excise Duty collected and pald over to Revenue 4,127,164 3,994,070 3,850,256 3,783,140 4,116,169 4,179,186 3,099,238 
Net Sales of Cask and Bottled Ale Se Ss 2,425,991 2,290,787 1,990,063 1,882,341 1,834,248 1,765,408 1,446,272 
Less Materials and Cost of Production =... ae Sie .. 5,103,624 1,077,295 880,227 863,419 893,561 771,547 663,657 
Profit on Sales of Cask and Bottled Ale oe a ne e. 1,322,367 1,213,492 1,109,836 = 1,018,922 940,687 993,861 782,615 
Rants of Properties and Profits on Managed Houses .. T sa 135,210 136,356 142,784 {19,587 107,860 100,637 > 97,363 
Sundry Income, Commission, Interest, etc. .. Ae 36,192 34,323 27,591 19,054 15,860 13,472 12,806 
Total Income ` ve Së Gis oe «+ £1,493,769 £1,384,171 £1,280,211 £1,157,563 £1,064,407 £1,107,970 £892,784 
Less Expenses: $ ‘ à = 
Selling and Administration Expenses .. a dé .. 623,610 575,912 516,167 424,133 426,239 377,637 321,742 
Property Expenses, Repairs, Depreciation, etc. =... a 186,257 206,580 203,854 176,972, 182,451 112,078 91,328 
Total Expenses .. ie DÉI a Ce ,, £809,867 £782,492 20001 £601,105 £606,690 £489,715 £413,070 
Net Trading Profit for Year .. T m ş 683,902 601,679 560,190 556,458 455,717 618,255 479,714 
Add Transfer from provision for Deferred Repairs a GI — = Ss keng 2,618 E — 
Transfer Fees, oo ae an ve DÉI DÉI 66 64 89 58 62 6l 7 
Dividends and Debencure Interest ~ Subsidiary Company.. — 400 400 400 400 757 2,563 
£683,968 £602,143 £560,679 £556,916 £458,997 £619,073 £482,348 
Less Charges: 
Interest on 3} per cent Debenture Stock — Gross.. ` 19,250 19,250 19,250 ` $9,250 17,922 15,750 15,750 
interest on 4 per cant Debenture Stock — Gross 32,000 32,000 21,333 — — kg = 
Interest on Bank Overdraft .. DÉI DÉI 8,692 ` 5,876 422 -~ 963 ~~ keng 
Directors’ Fees .. on oe DÉI DÉI os D 4,000 4,000 4,125 4,375 4,000 4,026 4,000 
Debentures Stock Trustees’ Fees a oe Maes 515 515 410 200 200 200 250 
£64,457 £6),64/ £45,450 £23,825 £23,085 £19,976 £20,000 
Net Profit before Taxation .. oe ae 619,511 $40,502 515,139 533,091 435,912. 599,097 . 462,348 
Less Taxation: - 
Profits Tax and Income-tax .. DÉI A Sé +» 361,649 346,872 322,215 286,610 244,268 310,632 242,800 
Net Profit after Taxation DÉI £257,862 £193,630 £192,924 £246,461 £191,644 £268,465 £219,548 
Appropriations of Profits d 
invested In business by transfers to Reserves ete; — D D E £ £ DEE s £ 
Pensions Reserva Së eh Di Sa D A E — —- _ — 90,000 35,000 
Genera! Reserve ary ve dank Log 50,000 50,000 70,000 £00,000 50,000 60, 107 50,000 
Property Improvements Reserve. o.. ee sei — — — 25,000 25,000 30,000 30,000 
Increase In Profits carried forward 89,543 30,427 9,446 4,331 168 7,158 3,348 
` £139,543 £80,427 £79,446 = £129,33) £75,168 £187,265 £118,348 
Dividends (less tax) i i 
5 per cent Cumulative Preference Stock .. Së fs sss 24,475 23,625 23,900 24,750 24,076 22,000 22,000 
Ordinary Stock Sé oe ve om DÉI a eg 93,844 89,578 89,578 92,400 92,400 79,200 79,200 
£118,319 £113,203 £113,478 £117,150 £16,476 £101,200 £101,200 
£257,862 £193,630 £192,924 £246,481 £191,644 £288,465 £219,548 
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JOSHUA TETLEY & SON LIMITED Statement 2 
S Financial Position at September 30th 
£ £ D £ £ £ £ 
1953 1952 1951 1950 1949 1948 1947 
Current Assets. 
Cash... Ss Si dÉ e 67,179 54,775 175,350 119,335 170,351 178,238 171,712 
Government Securities Sé 114,800 144,800 144,800 144,800 144,800 144,800 169,800 
Racelvable from Customers and chen. Es e 550,081 489,883 448,790 406,011 434,202 440,006 399,337 
Tax Reserve Certificates PN Se ge Kg _ — —— 170,000 170,000 180,000 
732,060 689,458 ° 768,370 670,146 919,353 933,044 920,849 
Stocks of Materials etc, 771,246 782,650 754,685 570,892 522,949 487,896 407,177 
£1,503,306 £1,472,108 £1,523,055 £1,241,038 £1,442,302 £1,420,940 £1,328,026 
Deduct i 
Current Liabilltles 
- Bank Overdraft 171,120 87,268 — — — me — 
Depositors .. 84,817 83,001 . 82,414 80,816 83,292 78,128 86,614 
Payable to Suppliers and Others 184,204 176,012 243,041 208,856 243,257 122,635 146,345 
Excise Duty payable .. 369,057 332,423 302,403 306,597 365,448 395,833 333,978 
Current Taxation 312,317 389,025 351,615 254,543 308,084 269,224 266,970 
Debenture Interest Accrued (iain, 7,333, 7,000 7,000 — ~— aee — 
Dividends Accrued and Proposed (net) 64,065 61,145 61,145 69,831 69,831 60,055 60,055 
£1,192,904 £1,055,874 £1,047,618 £920,643 £1,069,912 £925,875 £893,962 
Net Currant Assets 310,402 416,234 475,437 320,395 372,390 495,065 434,064 
Pixed Assets 
Brewery, Licensed Properties, Wee ane Ee etc, ~ 500 
Statement 3 below oe 4,935,318. ` 4,739,429 4,625,775 4,000,185 3,844,004 3,049,318 2,908,267 
Trade Investments .. y üi 40,040 3,440 3,440 3,440 3,440 3,440 — 
Investment in Subsidlary Caihpanyo 139,566 142,066 132,066 94,566 96,781 91,989 94,578 
£5,425,326 £5,301,169 £5,236,718 £4,418,586 £4,316,615 £3,639,812 £3,436,909 
Deduct 
Provisions, Dabentures and Mortgage 
Provision for Future Taxation DÉI D 285,000 252,000 176,000 170,000 144,000 203,850 158,405 
Provision for Pensions DÉI So 8 d 66,534 78,165 89,796 101,427 112,998 124,629 49,139 
3} per cant Mortgage Debenture Stock D ‘gt č 550,000 550,000 550,000 550,000 550,000 450,000 450,000 
4 per cent Mortgage Debenture Stock, [976-86 .. 800,000 800,000 800,000 — — oe — 
Mortgage Loan ua š er d . keng — 50,000 50,000 50,000 50,000 50,000 
£1,701,534 £1,680,165 £1,665,796 £871,427 £856,999 £828,479 £707,624 
Net Agen e £3,723,792 £3,621,004 £3,570,922 £3,547,159 £3,459,617 £2,811,333 £2,729,285 
Ownership Equitlas £ D £ £ £ £ £ 
5 per cent Cumulative Preference Stock .. 900,000 900,000 900,000 900,000 900,000 800,000 800,000 
Ordinary Stock 1,050,000 1,050,000 1,050,000 1,650,000 1,050,000 900,000 900,000 
Profits and Reserves invested In the Business 1,773,792 1,671,004 1,620,922 1,597,159 1,509,617 1,111,333 1,029,285 
£3,723,792 £3,621,004 £3,570,922 £3,547,159 £3,459,617 £2,811,333 £2,729,285 
Brewery, Licensed Properties, Plant and Machinery at September 30th Statement 3 
1953 1952 1951 1950 1949 1948 1947 
Original Cost or Book Value £ £ D £ D £ £ 
Brewery Land ind Bulldings — ! 604,995 504,685 475,805 469,429 450,343 444,219 441,487 
Licensed Properties .; 4,650,389 4,558,314 4,466,821 3,835,467 3,657,816 2,914,691 2,780,967 
Plant and Machinery .. 982,433 806,486 658,583 521,861 419,261 253,419 150,423 
£6,237,817 £5,869,485 £5,601,209 £4,826,757 £4,527,420 £3,612,329 £3,372,877 
Deduct ` 
Accumulated Depreciation Charged 7 
Brewery Land and Buildings 270,089 260,034 250,319 240,320 225,741 212,331 201,007 
Licensed Properties .. E 632,566 545,488 484,526 423,636 357,168 310,325 263,603 
Plant and Machinery .. 399,844 324,534 240,589 162,616 100,507 40,355 — 
£1,302,499 £1,130,056 £975,434 £826,572 £683,416 £563,011 i £464,610 
Balance of Original Cost or Book Value 
Brewery Land and Bulldings 334,906 244,651 225,486 229,109 224,602 231,888 240,480 
Licensed Properties .. 4,017,823 4,012,826 3,982,295 3,411,831 3,300,648 2,604,366 2,517,364 
Plant and Machinery .. 582,589 481,952 417,994 359,245 318,754 213,064 150,423 


£4,935,318 £4,739,429 £4,625,775 £4,000,185 £3,844,004 £3,049,318 £2,908,267 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 


The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


` Take-over Bids 


Sm, — The recent’ attempts to obtain control of 
various companies have been the subject of general 
discussion. One aspect of the matter that deserves 
attention is that in some cases the so-called fixed 
assets are entered in the balance sheets at what is 
erroneously described as historical cost. If such 
balance sheets were drawn up in present-day 
sterling the amounts of expired expenditure to be 
charged to revenue would be greater than the amounts 
actually charged, resulting in losses or smaller 
profits appearing. At present members of many 
companies are being misled as to the results of their 
trading operations. 

If the members realized that their businesses were 
being conducted uneconomically they might take 
drastic action either to re-organize their businesses 
so as to conduct them at a profit or to sell the assets 
for other purposes. 

This latest phenomenon provides one more argu- 
ment in favour of preparing balance sheets in accord- 
ance with basic accounting principles. 

Your obedient Servant, 


London, WC2. B. J. DAVIS. 


Colonial Assessors of Income Tax 


Sır -A recent advertisement in The Times for 
assessors of income-tax in the East African income-tax 
department appeared to confine applications to 
. university graduates possessing at least a second-class 
honours degree. Accepted candidates were to be 
given a two years’ specialized training course in 
accountancy and income-tax law and practice in 
Nairobi prior to taking up duty. 

Here is surely a need for the accountancy bodies 
to bring to the notice of the Colonial Secretary the 
suitability of their members for this type of appoint- 
ment. Moreover, public money would be saved as a 
course in accountancy and income-tax law and prac- 
tice ee: two years should hardly be necessary in 
the case of qualified accountants. 


g Yours faithfully, 
Wembley, Middlesex. G. J. LARKIN. 


Soft Drinks Factory: Costing System 


Sm, — In reply to the inquiry by ‘Squash’ (October 
31st issue), the National Association of Soft Drinks 
Manufacturers Ltd, of 42 Tottenham Street, W1, 


this year. published a book entitled Simple Costings 


in the Soft Drinks Industry. The price is 21s and it 
appears to be a comprehensive survey. 
Yours faithfully, 
GEORGIC. 


Bank Interest Certificates 


Sm, — In the course of dealing with a fairly extensive 
personal tax connection, it is constantly brought to 
my notice, when acting for new clients, that their 
bankers have failed to supply them with bank 
interest certificates on which tax allowance can be 
claimed, and surprise has been expressed that such 
an abatement of tax was available. 

Surely it should be normal banking practice for 
automatic action to be taken by the banks, to supply 
their customers at the appropriate time, with the 
usual form R.62 stating that the certificate is available 
for tax abatement and should be forwarded either to 
the accountant or to the Inspector of Taxes concerned. 
Recent cases have arisen where the relief obtaining 
has been unclaimed for more than six years. 

Yours faithfully, 

London, WC2. GEOFFREY SCHOFIELD. 


Birmingham Students’ Dinner 
Sm, -I have read the report of the Birmingham 
Students’ Society dinner in The Accountant (Decem- 
ber sth issue) and whilst this is, as usual, very well 
done, J am misquoted in relation to the alterations 
made in the examination syllabus. 

Tam reported as saying that articled clerks may now 
take their Intermediate examination after two and a 
half instead of three years. This should of course be 
after two instead of two and a half years. 


4 


Yours faithfully, ` \ 


Manchester, 2. E. G. TURNER. 
[We regret that Mr Turner was misreported. — 


Editor.] 
Over-deduction of Tax from 
Ordinary Dividend. 

Sm, - The case raised by your correspondent, Mr 
F. I. Locke (November 21st issue) is governed by 
Section 493 of the Income Tax Act, 1952, but no 
date is there stated at which the new rate of tax 
should be acted upon by the body of persons paying 
the dividend. Since companies are required by 
the Companies Act to include in their accounts the 
proposed ordinary dividend, it follows that the 
provision will be so included on the basis of the tax 
rate for the year of account. 

In the case mentioned the company were in a 
position to know that by the date on which they 
issued the warrants the Budget debate had been 
concluded and the rate of gs was ‘official’, One 
would have expected then that the ‘spirit’ rather than 


e 


Vi 


the ‘letter’ of the law would have been followed bn ` 


' having the warrants changed to the correct rate. By 


choosing not to. do so the secretary. avoids in his 
accounts for the current year the upset of actual 
receipts and outgo differing from the amounts pro- 
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vided and at the same time secures for his company-a 
‘profit’ representing the 6d per £ difference. It should 
be noted that a rise in the rate of tax would have 
favoured the shareholder and not the company. 

I sympathize with the writer of the letter, but it 
seems that he has no redress and that he must simply 

re-groas his net receipts. Who knows, the lower gross 
resulting may take him out of the sur-tax netl 

Yours faithfully, 
Glasgow. A. M. FORSYTH. 


[As we pointed out in our footnote, Section 493 


governs the gross amount of the dividend for all tax 


purposes. What we understand Mr Locke to be 
concerned with is the contractual relation between the 
shareholders and the company which is no? governed 
by Section 493 unless the articles or the resolution 
expressly or impliedly so provide. The company’s 


right under Section 184, as against the shareholder, is ` 


to deduct tax at the standard rate for the year in which 
the dividend ‘becomes due’. If tax is deducted at a 
rate higher than the correct one, then subject’ to the 
articles and the resolution, the shareholder would seem 
to have a right of action against the company. Incident- 
ally, would Mr Forsyth’s advice be the same if the 
company had deducted tax at tor in the £? — Editor.] 


Losing a Client 


Sir, ~ Despite the length. of your comment under- 
neath your correspondent’s letter on this matter in 
the issue of November 28th, I feel that the view 
expressed therein deserves both sympathy and 
thought. 

There is not much doubt that the small practitioner 
is regularly losing clients due to sales or amalgamations 
with larger units. Assume this process were accelerated 
and that due to a stifling of initiative new ventures 
were not coming forward.at the same speed for the 
small practitioner so that there was a rapid shrinkage 
in his work. We may then find the field which 
produces the bulk of the qualified staff will not be 
quite as productive and even our larger brethren 
may then feel the draught in a shortage of new 
entrants to the profession! 

It is no answer to say that it hasn’t happened yet. 
It is also clear that the payment of compensation 
would not by itself correct the position, I feel your 
correspondent was voicing the feeling of frustration 
such as many small practitioners must feel from time 
to time when losing work to larger units and some 
measure of compensation might alleviate this feeling. 

The time has now arrived when it is impossible for 
a young qualified man to commence in practice on his 
own. The small practitioner has little opportunity for 
expansion and feels the effect of competition from all 
sources more than the large unit. Ultimately he will 
either close down or amalgamate in some way so that 
in the future we may find some fifty firms of practising 
accountants with a vested interest in the audit and 
accountancy work of the whole country! 

Individual firms cannot advertise, but a limited 
few have publicity thrust upon them by their regular 
association with Press advertising through a pros- 
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pectus. If the auditors certifying the statutory 
information have not had sufficient publicity then we 
often find a better known-firm reporting as account- 
ants. It is obvious that the issuing house desire a 
name which has received plenty of publicity. The 
same tendency is noted in Government and national 
work. ` 

These are some of the things your correspondent 


„may have had in mind so please don’t jump on him 
` because he complains at losing work to his big 


brothers without any recompense. 
Yours faithfully, 
_ ANOTHER WEST RIDING. 


[We do not eg to retract anything we said in the 
footnote to the letter in our issue of November 28th. 
Our present correspondent is now raising a much 
wider issue of a long-term nature and his outlook 
shows a degree of pessimism which we do not think 
is supported by the present state of the profession. 
(Only three months ago we published a letter from a 
correspondent who was urging a six months’ ‘mora- 
torium’ on all tax appeals because back duty cases make 
the strain on the profession ‘nearly intolerable’). If, 
however, in the future there emerge signs that the 
profession i in its present form is doomed, by force of 
circumstances outside the profession, the situation 
will not be one which could have been avoided by 
compensation payments. 

We agree that for a young qualified man to com- 
mence his own full-time practice is a virtually impossible 
proposition. if, as is now normal, he is without sub- 
stantial private means. But the solution to this problem 
lies in the realm of politics~ not an encouraging 
thought in a country delicately balanced between. 
antipodal theories about fundamental rights of the 
individual. 

We deprecate the nature of our correspondent’s 

about issuing houses. No doubt they do 
attach importance to names. But is this all? Our 
correspondent seems to ignore the fact that prospectus 
work ranks with the most difficult that a public 
accountant is ever called upon to undertake. It calls for 
great experience and special skill and it carries excep- 
tional responsibility. If the profession is not prepared to 
recognize the need for specialists then indeed our 
correspondent’s pessimism is justified. — Editor.] 


Taxation of Doctors: Danckwerts Award 


Sir, -I think that I have come across a state of 
affairs under which one doctor may emerge from his 


` present sense of grievance with a feeling that justice 


has been done to him. ~ i 
He was previously in partnership with another 
doctor, who died during the year 1950-51. The 
surviving partner continued in sole practice and was - 
asseased from 1950-51 onwards on a ‘new business’ 
basis. Although the point may not be material, the 
first three years were assessed on an actual basis. 
Assessments lately made on his Danckwerts 
Award receipts had the same severe effect as suffered 
in the cases mentioned in recent correspondence in 
your columns, but the doctor is now considering 
the taking on of.a partner. It seems to me that if he 
completes the necessary formalities in this connection 
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before April 5th, 1954, and has his 1953-54 assess- 
ment adjusted to actual, all years from 1950-51 
onwards will be the subject of ‘actual’ assessments 
and all anomalies should be removed. 

It should be emphasized that earnings have kept 
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to a remarkably even figure from 1951-52 onwards, 
and an adjustment to actual for 1953—54 will have % 
only a very small adverse effect on the doctor. 
Yours truly, 
HOPEFUL. 


TAXATION CASES’ 


A full report of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. : i 


Walker’s Trustees v. Lord Advocate 
Haldane’s Trustees v. Lord Advocate 
In the Court of Session (Inner House) 
l October 23rd, 1953 
(Before the Lorp Justice CLERK (LORD THOMSON), 
Lorp MACKAY, LORD PATRICK and Ž , 
Lord MACKINTOSA) 
Estate duty — Aggregation — Married women s insurance 
policies ~ Policies for benefit of estate of last child to die — 
No delivery of policies - Whether policies exclusively for 
benefit of children of assured — Whether parent never 
had an interest in policies - Married Women’s Policies 
of Assurance (Scotland) Act, 1880, Section, 2- 
Finance Act, 1894, Sections 7 and q4 -— Finance Act, 
1900, Section 18. 

Policies under the Married Women’s Policies of 
Assurance (Scotland) Act, 1880, were taken out by 
parents of whose estates the appellants were res- 
Ge trustees. Each testator had three children. 

e policies in which the- second appellants were 
interested were five in number; four of them were 
for the benefit of a nominated child, if he should 
survive his father; if he did not do so, then for the 
` benefit of the other two children equally, if they 
survived their father; if only one survived, then wholly 
for that child. The other policy, and also the four 
policies of which the first appellants were trustees, 
went on to provide that, if all the three children 
predeceased their father, the policies were to be for 
the benefit of the estate of the child who died last. 
None of the policies had been, or could have been, 
delivered to any beneficiary. 

It was contended for the trustees that in both 
cases the policies were expressed on the face of them 
to be for the benefit of the children, as was required 
by the Act; that the deceased never had an interest in 

ang of the policies; and that, therefore, the Geen 
money sould: not be aggregated with the rest of their 
estates for estate duty purposes. The Inland Revenue 
contended that the statutory condition was not ful- 
filled by any of the nine policies. They said that in the 
case of the four Haldane policies there was no 
effective provision for the case where all the children 
predeceased their father; and that in that contingency 
the father would have been able to dispose of the 

licies for his own benefit. In the case of the fifth 

dane policy, and as to all the four Walker policies, 
the Inland Revenue argued that the provision that 
the policies were to be held for the benefit of the 


$ 


estate of the child last to die did not satisfy the statu- 


. tory requirement that the policies should be held for 


the benefit of the children alone. 


Held, (1) that the statutory condition was satisfied 
by the four Haldane policies, and that, as the deceased 
never had any interest in them, the policy money 
could not be aggregated for estate duty purposes; 
(2) that the fifth Haldane policy, and all the Walker 
policies, would enure for the benefit of the estate of 
the last child to die; that in certain events the parent 
could obtain the right to dispose of the policies; 
and that, therefore, the statutory condition was not 
fulfilled, and the policy moneys were aggregable. 


` Boarland v. Kramat Pulai Limited 
In the High Court of Justice (Chancery Division) 
October 15th, 1953 
(Before Mr Justice DANCKWERTS) 
Income-tax — Trade expenses — Cost of circular criticiz- 
ing political party — Circular sent with accounts and 
directors’ report — Whether an admissible deduction — 
Income Tax Act, 1918, Schedule D, Cases I and II, 
Rule 3 (a). 

The company carried on tin-mining in Malaya, 
and the directors were of the opinion that the post-war ` 
difficulties in the industry were largely due to the 
policy of the Labour Government; they considered it 
to be to the advantage of the company that public 
opinion should be aroused on this question. A 
pamphlet was prepared, containing statements by 
the chairman in criticism of the policy of the Labour 
Party, and was sent to abareholders with the directors’ 
report and the accounts, and was also sent to other 
persons. The draft of the document was submitted 
to the board for their approval. 

Tt was contended on behalf of the company that the 
sum representing the cost of the document was 
expenditure wholly and exclusively laid out for the 
purpose of the company’s business, and was accord- 
ingly deductible under Rule 3 (a) of Cases I and II of 
Schedule D, in computing the company’s profit 
for the accounting period under appeal. The General 
Commissioners allowed the company’s appeal. 

Held, that the cost of the pamphlet was not 
expenditure wholly and exclusively for the purpose 
of the company’s trade, for that was only one of the 
objects of the pamphlet; and that, therefore, the sum 
in question was nọ deductible in computing the- 
company’s profit. E 
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Commercial Securities Limited v. Commis- 
sioners of Inland Revenue 


= the High Court of Justice (Chancery . Division) 
October 13th, 1953 ` 
(Before Mr Justice DANCKWERTS) 


Sur-tax — Undistributed income of company ~ Broken 
period to date of liquidation — Apportionment ~ Shares 
tn trust for life-tenants and remaindermen — Income 
apportioned to life-tenants - Whether sum in 

is income — Income Tax Act, 1918, Section 14 (3)- 
Finance Act, 1922, Section a1 — Finance Act, 1927, 
Section 31 — Finance Act, 1936, Section 20. 

On April 29th, 1949, a resolution was duly passed 
for the voluntary winding-up of the company, an 
the liquidator was authorized to divide the whole or 
any part-of the assets among the contributors in 
kind. The company was an investment company 
within Section 20 () of the Finance Act, 1936. A 
direction was made by the Special Commissioners 
under Section 21 of the Finance Act, 1922, for the 
period from April 2gth, 1949, to February ist, 
1950, and there was no appeal against the direction. 

e actual income for this period was £26,404 and 
the Special Commissioners apportioned it ‘partly to 
persons who were tenants for life in settlements 
which included shares in the company. 

It was contended that the apportionment to the 
tenants for life was invalid, in that the part of the 
£26,404, which had been apportioned to them, was 
not income, but was capital, and was, therefore, not 
legally payable by the trustees to the tenants for life. 
The Special Commissioners confirmed the apportion- 
ment. 


Held, that the EE to the tenants for 
life was to that extent invalid because the whole of 
the income that arose after the commencement of the 
liquidation was not in law income at all, but was 
merely part of the general assets of the company 
distributed by the liquidator; and that, therefore, 
the apportionemnt of any part of the £26,404 to the 
tenants for life, was, incorrect. 


Bramford’s Road Transport Ltd v. Evans 
In the High Court of Justice (Chancery Division) 
October 16th, 1953 - 

(Before Mr Justice DANCKWERTS) 


Income-tax ~ Balancing charge — Acquisition of under- 
taking by British Transport Commission ~ Use of 
assets of undertaking with other assets of Commission — 
Whether a succession — Whether acquisition was before 
permanent discontinuance of trade — Income Tax Act, 
1842, Section 100, Schedule D, Cases I and II, Rule 4 
Pees Tax Act, 1918, Schedule D, Cases I and II, 
T1 — Income Tax Act, 1945; Sections 17 
ry 68 GE Transport Act, 1947, Sections 3 (4), 
39; 49, 44, 45. 
The appellant company. carried on, from head- 
quarters in Leicester, the trade of regular service 
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carriers. It used one type of transport vehicle, and the 
vehicles were maintained under contract by a motor 
engineering firm. It carried two trade categories of 
goods, and offered its services to all customers within 
the area of its operation. It operated a door-to-door 
twenty-four-hour service. 

On May gth, 1949, the entire undertaking was 
acquired compulsorily by the British Transport 
Commission, and on the same day the appellant 
company ceased to carry on any trade. The Com- 
mission used the company’s Leicester depot from 
May oth to September 1st, and the company’s 
chief director was appointed a district traffic assistant 
under the Commission. The company’s ten lorries 
continued their customary services, except that two, 
which had been engaged in work for a particular 
concern, were taken from that work and transferred 
to another district. From the vesting date, May gth, 
1949, vehicles, other than those formerly owned by 
the company, were supplied with oil from the com- 
pany’s former depot. All the company’s employees 
went over to the British Transport Commission. 
As from September 1st, 1949, the company’s former 
undertaking was merged with that of another con- 
cern, and together formed a unit under the control 
of the Road Haulage Executive. One of the services 
formerly maintained by the appellant ceased to be 
worked by the vehicles formerly owned by the appel- 
lant, and another service was modified. The mainten- 
ance of the lorries was no longer put out to contract, 
but was done at engineering establishments of the 
British Transport Commission. The Commission 
acquired the use of the name ‘Bramford’s’ from the 
company, but did not use it. In calculating the sum 
payable by the British Transport Commission for the 
appellant’s undertaking separate figures were arrived 
at for each vehicle. 

The amount paid by the British Transport Com- 
mission for the appellant company’s vehicles was 


£13,104, and the excess of this sum over the di- 
ture still unallowed as at May oh, 1949, was £6,330. 
The latter sum was assessed as a cing charge, 


less £197 for certain capital allowances. 

It was contended on behalf of the company that 
there had been no succession of the British Transport 
Commission to the business formerly carried on by the 
appellant, and that the appellant’s undertaking had 
become merged in the general undertaking of the 
British Transport Commission. It was also contended 
that the permanent discontinuance of the appellant’ 
company’s trade was coincident with the acquisition 
of the undertaking by the Transport Commission; 
and that therefore the conditions in Section 17 (1) of 
the Income Tax Act, 1945, for the imposition of a 
balancing charge were not fulfilled. The Special 
Commissioners decided that there had been a 
succession within Rule rr (2) of Cases I and IT of 
Schedule D, and that the assessment had been 
rightly made. 

Held, that the Special Commissioners’ pasion was 
correct. 
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ACCOUNTANTS IN ENGLAND AND WALES 
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At a meeting of the Council held on Wednesday, 
December and, 1953, at the Hall of the Institute, 
Moorgate Place, London, EC2, there were present: 

Mr J. Blakey, President, in the chair; Mr D. V. House, 
Vice-president; Messrs H. Garton Ash, opp, M.C., W. L. 
Barrows, Sir Harold Barton, Mr T. A. Hamilton "Baynes, 
Sir Bernhard Binder, Messrs C. W. Boyce, c..z,, W. G. 
Campbell, W. S. Carrington, D. A. Clarke, J. Clayton, 

. W. Comwell, E. C. Corton, A. S. H. Dicker, M.B.E., 
S W. Fea, G R. Freeman, Sir Harold Gillett, m.c., 
Messrs P. F. Granger, W. H. Lawson, C.B.E., R. B. Leech, 
M.B.E, T.D., R. McNeil, S. J. Pears, C. Ù. Peat, m.c. 
P. M. Rees, m.c., P. V. Roberts, G. F. Saunders, Gilbert 
D. Shepherd, M.B.E., K. G. Shuttleworth, C. M. Strachan, 
0.3.8, E. D. Taylor, G. L. C. Touche, E. Gordon Turner, 
M.C, A. D. Walker, Sir Nicholas Waterhouse, K.B.E., 
Messrs M. Wheatley Jones, E. F. G. Whinney, R. P. 
Winter, M.C., T.D., with the Secretary and an Assistant 
Secretary. S 


Welcome to New Member of the Council 


‘The President welcomed Mr P. V. Roberts, of Bristol, 
who was elected to the Council at its meeting on 
November 4th, and who was attending for the first 
time. Mr Roberts briefly replied. 


Reduction in Period of Service under Articles 


One application under bye-law 61 for a reduction in 
the period of service under articles was acceded to. 


Exemption from the Intermediate Examination 
One application under bye-law 85 (b) for exemption 
from the Intermediate examination was acceded to. 


Final Examination | 


One application under bye-law 63 (e) for permission to 
sit an earlier Final examination was acceded to. 


Articled Clerks in Industrial Organizations 
One application under bye-law 58 (c) from an articled 
clerk to serve a part of his articles in an industrial 
organization was acceded to, 


Articled Clerk engaging in Other Business 
The Council acceeded to one application under bye- 
-law 57 from an articled clerk to engage during his 
‘service under articles in other business for the ‘sole 
purpose and to the limited extent specified in the 
application. 


Appointment to Committees 


Mr P. V. Roberts was appointed to serve on the Appli- 
cations, and Finance Committees for the ensuing year. 


Appointment of Secretary to the Taxation and 
Research Committee 


The Council authorized the publication of an advertise- 
ment inviting applications from members of the 
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Institute, preferably between the ages of 30 and 40, 
for appointment as Secretary to the Taxation and 
Research Committee. 


Autumnal Meeting, 1953 
Copies of a booklet containing the opening address of 
the President, the programme and the papers presented 
by Mr K. A. E. Moore, F.c.a., on “The accountant as 
financial adviser’, and by Mr E. N. Macdonald, D.F.C., 
F.c.A., on ‘Excess profits levy’, may be obtained by 
members on application to the Secretary on payment. 
of the sum of 2s 6d per copy. Copies are available to 
non-members on payment of the sum of 5s per copy. 


Institut der Wirtschaftspriifer ; 
The President reported to the Council on his visit, 
together with Mrs Blakey and Mr and Mrs MacIver, to 
Frankfurt, November 18th—21st, 1953, on the invitation 
of the Institut der Wirtschaftsprif er, 


Reversion to Associate’ 


The, Secretary reported that Mr William Ashburner 
Stables, F.C.A., had reverted to associateship under 


` clause 7 of the supplemental charter. 


- Registration of Articles 


The Secretary reported that 177 articles of clerkship 
were registered during the month of November, 1953, 
as compared with 163 in the previous November, 


: Resignations i 
The Secretary reported the resignations of; 


Mr Ralph Henry Barber, a.c.a., Goring-by-Sea. 
» Douglas Wilson Berry, A.C.A., Woodford Green. 
» William Richard Lyon Bowley, a.c.a., London. 
» Arthur Bennett Collier, A.C.A., Deganwy. 
» Theodore Fisher, A.C.A., Manchester. 
» Edmund Niel Furee, B.A., A.C.A., London, 
vw George Percy Gibbs, A.C.A., Birmingham, 
» David Bradwyn pas; A.C.A, Teignmouth, 
» Robert Kingsley Kay, A.C.A., Deganwy. 
» Bramwell William Heny Nurse, A.C.A., Norwich. 
» Herbert Charles Rolfe, A. A.C.A., High Wycombe. 


Deaths of Members 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 


Mr Herbert Armistead, F.c.a., Leeds. ` 
vw Leonard Charles Beecroft, F.C.A., London. 
» Frank Walter Bristow, F.C.A., London. 
» Maitland Chater, F.c.a., Hove. 
» George Frederick Cuff, A.C.A., New York. 
» Harry Thomas Louch, F.c.a., “London. 
» Thomas Clifford Myrtle, A.C.A, Harrogate. ` 
» Elliot Tennent Nicholson, F.c.a., Hoylake. 
» George Reeves Slater, F.C.A., Bournemouth. 
» Gwilym Huw Williams, F.c.a., Plymouth. 
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APPEAL COMMITTEE 


“Finding and Decision of the Appeal Committee of the,Council of the Institute appointed pursuant to bye-law 
108. of the bye-laws appended to the supplemental Royal Charter of December 27st, 1948, at a hearing 
` held on November 4th, 1953. 


The eer Committee heard an spell against the 
finding and decision of the Disciplinary Committee 
of the Council upon a formal complaint preferred 
by the Investigation Committee to the Disciplinary 
Committee that Arthur Sweet, F.c.a., had been 
guilty of acts or defaults discreditable to a member 
of the Institute within the meaning of Clause 2r, 
sub-clause (3) of the supplemental Royal Charter 
in that (a) despite repeated requests made to him 
between July rst, 1952, and June 30th, 1953, by the 
liquidator of a limited company he failed to hand 
over to the liquidator the minute book and share 
register of the company and certain accounts relating 
thereto; (b) he failed to reply to two letters addressed 


to him by the Secretary of the Institute, 80 as to 
render himself liable to exclusion or suspension 
from membership of the Institute. Having considered 
the record of evidence given before, and documents 
produce to, the Disciplinary Committee and having 

eard Counsel instructed by Mr Sweet and further 
evidence on his behalf, the Appeal Committee 
affirmed the finding of the Disciplinary Committee 
that the formal complaint against Arthur Sweet, 
F.c.a., had been proved and the Appeal Committee, 
varying the decision of the Disciplinary Committee, 
ordered that Arthur Sweet, F.c.a., of 22 Half Moon 
Street, London, Wr, be suspended from membership 
of the Institute for a period of one year. 


LIVERPOOL SOCIETY 
OF CHARTERED ACCOUNTANTS 


S . - ANNUAL 


The annual dinner of the Liverpool Society of Char- 
tered Accountants was held at The Adelphi Hotel, 
Liverpool, on Friday, December 4th, with Mr W. P. 
Scowcroft, A.C.A., President of the Society, in the chair. 
Some 200 members and guests attended and were 
received by Mr Scowcroft, Mr James Blakey, F.C.A., 
President of The Institute of Chartered Accountants 
in England and Wales, and Alderman W. J. Tristram, 
LP., Lord Mayor of Liverpool. 

Among the guests were the Viscount Leverhulme, 
J-P., T.D., Lord Lieutenant of Cheshire; Sir Harry 
Pilkington, President, the Federation of British Indus- 
tries; Mr P. Butler, F.c.a., President, The Institute of 
Chartered Accountants in Ireland; Alderman W. E. R. 
Short, F.c.a., Mayor of Birkenhead; and 

Messrs John Ainsworth, M.B.E., F.8.A.A., F.I.M.T.A. (City 
Treasurer), P. H. Betton, ¥.c.1.1. (President, Insurance Inst. of 
Liverpool); B. B. Bolton, £.R.1.C.8. (Chairman, Royal Instt- 
tution of Chartered Surveyors: Lancashire, Cheshire and Isle 
of Man Branch); Lieut.-Col. P. G. R. Burford, T.D., M.A. 
(Secretary, Incorporated Chamber of Commerce of Liver- 
pool); Mr H. Clarke, F.c.1.8. (Chairman, Liverpool and 
District Branch, Chartered Institute of Secretaries). 

Messrs Cecil L. Davies, F.c.a. (President, Leeds, Bradford 
and District Society of Chartered Accountants); W. G. 
Densem, F.c.a. (Chairman, London and District Society of 
Chartered Accountants); R. B. Dixon, F.c.A. (President, 
Birmingham and District Society of Chartered Accountants); 
Derek du Pré (Editor, ‘The Accountant’); Mr A. K. Ferguson, 
A.C.A. (Official Receiver in Bankruptcy); Sir Rex Hodges, 
J.P. (General Manager and Secretary, Mersey Docks and 
Harbour Board). 

Messrs J. L. Hughes, ¥.8.a.a. (President, Incorporated 
Accountants’ District Society of Liverpool); G. F. Ibbotson 
(President, Liverpool and District Bankers’ Institute), T., E. A. 
Killip, F.a.c.c.a., F.c.1.8. (President, Liverpool and District 
Society of Certified and Corporate Accountants); A. S. 
Maclver, M.C., B.A. (Secretary of the Institute); G. P. 
Morgan Jones, F.C.A. (President, South-Eastern ociety of 
Chartered Accountants). 


DINNER 


Messrs Stanley Morris, v.c.a. (President, Geen Char- 
tered Accountants’ Students’ Association); D. Newman, 
A.C.A. (Chairman, South Lancashire Branch, Liverpool 
Society of Chartered Accountants). 

Messrs F. Nuttall, F.c.w.a. (President, Liverpool and 
District Branch, Institute of Cost and Works Accountants); 
F. W. Pople, F.s.a.a. (Hon. Secretary, Eeer Account- 
ants’ District Society of Liverpool); H. R. Pruddah, LL.B. 
Cenn Incorporated Law Society of Liverpool); BA 

chanschieff, F.c.A. (President, Leicestershire and North- 
amptonshire Society of Chartered Accountants). 

Mr H. W. R. Selmes (H.M. Principal Inspector of Taxes); 
Professor Wilfred Smith, m.a. (Dean of the Faculty of Arts, 
Liverpool University), Mr E. J. Stockwell, ¢.4.1. (Chairman 
Chartered Auctioneers and Estate Agents’ Institute: Liverpool 
and District and North Wales Branch). 

Messrs R. M. Synge, m.c. (Chairman, Liverpool Stock 
Exchange), A. K. Tunnock, A.C.A. (Chairman, Chester and 
North Wales Branch, Liverpool Society of Chartered Account- 
ants); E. G. Turner, M.C., F.c.A. (President, Manchester 
Society of Chartered Accountants). 


Lord Leverhulme, proposing the toast “The City 
and Trade of Liverpool’, dealt with the close associa- 
tions of the accountancy profession with the Mersey- 
side industries. He spoke of the city ~ and district — 
being as proud of local patriotism as of national . 
patriotism, and said: 

‘Let us hope that just as local patriotism can now exist 
without entailing civil war, one day, if the human race 
learns sense in time, national patriotism will be able to 
exist without entailing world wars.’ 

The Lord Mayor responded. 

. Proposing the toast of “The Institute of Chartered 
Accountants in England and Wales’, Sir Harry 
Pilkington said people should not wait for the Govern- 
ment to make taxation easy for industry. Rather 
industry should give the lead, put its house in order 
and have the courage of its convictions by accepting 
the need to provide the full cost of maintaining 
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industry as a going concern, out of its own expenses if 
necessary. 

Responding, Mr Blakey referred to his visita to the 
various district societies and said he was stimulated 
by the amount of voluntary work which was under- 
taken by the members, not only for the society itself, 
but for the student societies and in other directions. 

‘I would like to mention’; he said, ‘that the Council feels 
some concern at the general falling off in attendances at 
meetings and urges principals to encourage their articled 
clerks to participate in the student societies’ activities in 
order to secure the benefits of the wider education offered.’ 


Mr Blakey then referred to the question of manage- 
ment accounting, business methods and organization. 


‘In my opinion’ he said, ‘practically all this work is 


eminently suitable for and comes within the ambit of our, 


professional qualifications. Many firms of chartered account- 
ants have departments which specialize in this activity, 
but naturally it cannot be advertised and hence we are at a 
disadvantage as inst the management consultant who 
uses methods which would not be considered ethical by our 
standards. 

“Without in the least underrating the value of manage- 
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ment accounting, there is no magic in it and like much other 
specialized work, it is common sense and a projection of the | 
fundamental training which every chartered accountant ` 
receives, and can be carried out by the accountant in his , 
own practice or in his capacity as a full-time employee in a” 
commercial concern. It implies making use of the current 
records of a business, both financial and technical, rather 
than a study of the events of the past with which our 
member as an auditor is normally concerned. 

‘At the same time, may I suggest that too many directora 
of commercial and industrial concerns are prone to accept 
the manner in which business facts and figures are pre- 
sented in other countries to which they have made visits 
when all the time the same facts can and probably have 
been made available to them by accountants in their 
employ — in other words, the old adage applies “A prophet 
is not without honour save in his own country”. 

Mr Blakey paid a tribute to the Liverpool members 
‘as a Lancastrian’, and to the new branches — the 
Chester and North Wales, and South Lancashire — 
which, he hoped, would continue their good work. 

The toast of ‘Our Guests’ was proposed by Mr E. T. 
Denton, B.A., F.c.A., Vice-President of the Society, 
and Mr Butler responded. 


THE NOTTINGHAM CHARTERED 
ACCOUNTANT STUDENTS’ SOCIETY 


ANNUAL DINNER 


A change in the period of study for the Intermediate 
examination was referred to by Mr G. F. Saunders, 
F.c.A., a member of the Council of The Institute of 
Chartered Accountants in England and Wales, when 
he replied to the toast to the Institute at the annual 
- dinner of the Nottingham Chartered Accountant 
Students’ Society, held at The Victoria Station Hotel, 
Nottingham, on Tuesday, December rst. 


The President of the Society, Mr J. B. Burnie, 
F.C.A., presided, 

Among those present were the High Sheriff of 
Nottinghamshire, Alderman Sir Cecil Armitage, C 85. 
D.L., LP: the Lord Mayor of Nottingham, Councillor 
C. Coffey, j.p.; the Sheriff of Nottingham, Councillor 
W. J. Cox; the Under-Sheriff of Nottingham, Mr 
G. A. Wharton; and 


Messrs J. G. S. Abbott (H.M. Inspector of Taxes); 
G. F. Arnold, (Leicester and Northampton Chartered 
Accountant Students Society); A. B. Aspinall, (Secretari, 

Birmingham Chartered Accountant Students Society); 
Broome, F.C.. (Vice-President, Nottingham C. oe 
` Accountant Students’ Society); "D Carr; J. J. D. Coates 
(Secretary, Sheffield and District Chartered Accountants’ 
Students’ Society); D. S. Corder (Nottingham Law Students 
Society); P. R. T. Cotten (Secretary, Leeds and District 
Chartered Accountant Students’ Society). 

Messrs A. Crosby (Nottingham Junior Chartered Sur- 
veyors); Derek du Pré (Editor ‘The Accountant’), E. W. 
E E Chartered Accountant Students’ Associa- 
tion); P. er, F.C.A. (Member of Council of The 
tea ST ickman; J. S. F. Hill, F.C.A. reiden, 
Nottingham Society of Chartered Accountants); T . Russell 
Moor, a.c.a.; F. S. Naylor. 

Measrs J. H. Pascoe (Vice-chairman, Chartered Accountant 
Students’ Society of London); D. W. Pursglove (Bradford and 
District Chartered Accountants’ Students’ Society); A. C. G. 


Rothera; D. Richardson, A.I.B; P. W. Skinner, F.S.A.A., 
(President, Nottingham Society of Incorporated Accountants); 
B. W. Sutherland, a.c.a.; L. G. Trotter, (Northern Chartered 
Accountant Students’ Society.) 


Mr Saunders said: 


‘The Council is deeply concerned that the standard of 
our membership should be maintained. You will see, if. 
you read The Accountant -as I hope you do- that the 
Council intend at the next annual meeting to propose an 
amendment to the bye-laws so that those of you who are 
still interested in examinations will be able to sit for the 
Intermediate examination six months earlier than hitherto. 

‘You will see it gives you another six months to study 
for your Finals. However, this resolution will not be passed 
until mert May and will therefore be effective from May 
1955. 


Mr Saundera warned: 


‘Examinations are not an end in themselves but a means 
to an end, You should try to do all you can to broaden your 
education, and give yourself a wide experience to enable 
you to take your place in the profession in the years to come.’ 


‘The students were coming into a heritage which had 
been built up over seventy years. ‘I hope you will put 
something back into it so as to help those students who 
follow behind you.’ 

Great changes had taken place during the past 
fifty years and more changes would occur during the 
next half century. 


“What those changes will be neither you nor I can tell, 
but if you get your principles right and your knowledge is 
sound, you will be equipped for whatever the future may 
hold. Don’t let your profession control your life. Preserve 
and cultivate a proper sense of proportion. Learn to think 
for yourself and accept responsibility. These are virtues 
that are liable to be overlooked in this welfare state.’ 
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The civic toast was proposed by Mr Broome and 
the Lord Mayor replied. Sir Cecil Armitage proposed 
the toast to “The Institute of Chartered Accountants 
in England and Wales’ and said: 


‘Your profession is one for which I ‘have the greatest 
admiration. It ig becoming more and more valuable every 


day in commerce and industry. You have an enormous part . 


to play in the industry of the country, and I realize that 
your advice and your help, which in my experience has 
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been so freely and happily given, is of immense benefit to 
industrialists.’ 

Mr Wharton toasted the Nottingham students, and 
in his reply Mr Burnie said he thought it was due to 
the visitors to know that the function had been 
arranged by the students themselves. (Applause. 

The guests were toasted by Mr R. C. Smith, the 
Nottingham students’ honorary treasurer; Mr Derek 
du Pré and Mr Pascoe replied. 


DINNER IN EXETER 


Exeter and District Branch of the Bristol and West of England 
Society of Chartered Accountants. 


The Exeter and District Branch of the Bristol and 
West of England Society of Chartered Accountants 
held its fifth annual dinner at The Imperial Hotel, 
Exeter, on Friday, December 4th. Mr S. R. Perratt, 
F.c.A., Chairman of the Branch, presided. More than 
roo members and guests were present and were 
received by Mr Perratt and Mr D. V. House, F.c.a., 
Vice-President of The Institute of Chartered Account- 
ants in England and Wales. 

Among the guests were the Mayor of Exeter, 
Councillor A. J. Bovey, J.P.; Sir Godwin Michelmore, 
K.B.E., C.B., LL.B, President, Devon and Exeter 
Incorporated Law Society; Mr G. U. Farrant, c.3.z., 
J.P., an Alderman of the Somerset County Council; 
Mr C. Croxton-Smith, M.A., LL.B., E.C.A., President, 
Bristol and West of England Society of Chartered 
Accountants, and: 

Messrs J. A. Bruce-Hoare (President, Exeter and District 
Centre, Institute of Bankers); R. A. Chermside, a.c.a. (Hon. 
Secretary, Bristol and West of England Society of Chartered 
Accountants); 8. W. Cornwell, F.c.A. (Member of the Council 
of the Institute), Alderman W. G. Daw (Sheriff of Exeter); 
Mr W. V. Eggleton, F,C.A, (Representative, Gloucester Group 
of Chartered Accountants). X 

Mesars S. G. T. Holmes, F.8.A.A. (President, Incorporated 
Accountants District Society of Devon and C ; A. D. 
Lake (H.M. Inspector of Taxes, Exeter rst District); C. H. 
S. Loveday, A.C.A. (an Assistant Secretary of the e 
E. J. Smart (H. A. Principal Inspector of Taxes, S.W. Area); 
S. S. H. Stroud (President, Western Counties Branch, Char- 
tered Auctioneers’ and Estate’ Agents’ Institute); G. E. Tom- 
linson (Hon. Secretary, Western Counties Branch, Chartered 
Auctioneers’ and Estate Agents’ Institute); A. E. Webb 
(Assistant Editor, ‘The Accountant’), 

‘The City and County of the City of Exeter’ was 
proposed by Mr Farrant; the Mayor replied. 

In proposing “The Institute of Chartered Account, 
ants in England and Wales’, Sir Godwin Michelmore 
traced the development of the accountancy profession, 
and spoke of its close relationship with the law. 

‘I am here tonight’, he said, ‘as the very inadequate 
representative of the legal profession, a profession which in 
most of its points, coincides with your great profeasion — 
the accountancy profession .... í 

‘Today we stand together as two great professions 
responsible to an Stee degree for the running of the 
country. This is perhaps a rather wide boast, but I believe 
you would accept it, that with the law, the profession of 
accountancy has assumed — willingly or not I cannot say — 
the main responsibility for the control and organization of 
industry. There is no business in this country that can 
function without its-.auditor, without its professional 
financial adviser, and I would think, in most cases, such 
advisers are members of your Institute.’ 


Responding, Mr House said the enormous growth in 
the membership of the Institute in recent years, plus 
the growth in the volume of work, had required a 
substantial increase in staff at the Hall in Moorgate 
Place. Those who were closely connected with the 
Institute, knew how heavily overworked they were. 

Taking 1938 as the pre-war standard, membership 
had risen from 12,500 then to 17,500 now, and the, 
number of articles registered, from 696 to 1,400, 
Examination candidates had risen from 2,604 to 
4,250. Council and committee meetings in 1938 
totalled 81, but already this year there had been more 
than 200, while the Taxation and Research Committee 
had met 110 times. 

‘I do not think these facts are generally realized,’ said 
Mr House, ‘and I would like to take this opportunity of 
paying a public tribute to the whole of the Institute staff, 
for the work which they put in for the benefit of members.’ 


Referring to what he called ‘the winter campaign of 
the President’ in the course of attending at least a 
dozen district dinners, he pointed out that the Presi- 
dent’s speeches were often used as a vehicle for passing 
on information, and were fully reported in The 
Accountant. He went on to cite some of the topics 
which the President had recently dealt with, which: 
included the proper selection of articled clerks; ‘piracy’ 
by unqualified accountants; the duty of communicating 
on a change of auditors or accountants; the work of the 
Investigation Committee; the work of the district 
society advisory panels; management, accounting and 
business methods. 

Mr House concluded: 


‘On behalf of the Council, I do want to say how important 
is the work of the branches and the districts in the progress 
of the Institute, particularly having regard to the increase of 
members, and to say how much their activities are appreci- 


ated.’ 


Mr Croxton-Smith said that it gave him the greatest 
pleasure to propose “The Exeter and District Branch of 
the Bristol and West of England Society of Chartered 
Accountants’, because he had some part in helping to 
form the branch in 1946, and had been closely associated 
with it ever since. He paid a tribute to Mr J. G. Simp~ 
kins, A.C.A., who had been hon. secretary of the branch 
since its foundation, and to the successive chairmen 
who had held office. 

Responding, Mr Perratt added his thanks to Mr 
Simpkins, to whom was due the chief credit for the 
fact that over 100 guests were present at the dinner, 
a record for the branch. 
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CHARTERED ACCOUNTANTS IN IRELAND ~ 


REVISION OF EXAMINATION SYLLABUS. 


The Council of The Institute of Chartered Account- 
ants in Ireland has had the revision of the examination 
syllabus under consideration for some time. Agreement 
has now been reached on changes relating to the Inter- 
mediate and Final examinations and the new syllabus 
will come into operation as from and including the 
May 1955 examinations. 

Full information is being circulated to all articled 
pupils and practising members of the Institute. 

Revision of the syllabus for the Preliminary examin- 
ation is still under consideration, and an announcement 
will be made in due course. 


In announcing the new syllabus, which we publish- 


below, the Council draws particular attention to the 
following facts: ` 


Intermediate Examination 
In the Intermediate examination: 
(a) A knowledge of cost accounting will be required: anew 
per, “Taxation and cost accounting’, is therefore 
included (at present income-tax questions appear in 
. the accounts papers). 
()A separate paper on ‘Company law and secretarial 
practice’ is being introduced. 


(c) The subject “Theory of logarithms, interest and 


annuities-certain’ is being discontinued. 


(d) As a result, the number of subjects will be six instead 


of five. 
Final Examination 
In the Final examination: 

GI A separate paper will be devoted to ‘Cost accounting’. 

b) A separate paper on the ‘Law relating to companies 
(excluding liquidations), partnerships, executorship, 
and arbitrations and awards’ is being introduced. A 
knowledge of company, partnership and executorship 
law will, of course, continue to be required for the 
solution of accounts questions in the advanced 
accounting papers; as will also a knowledge of case 
law in the auditing paper. 

(c) As a ees of these changes, the number of subjects 
will be increased frorn seven to eight and the time 
occupied by the examination from 18 hours to 23ł 

ours 


REVISED SYLLABUS FOR THE 
INTERMEDIATE EXAMINATION 


Applicable from and including the May 1955 
examination (and until otherwise prescribed 
by the bug 


Subject ime allowance: Hours 
1. SE -keeping and Accounts Guide Limited 


3 
a. Book keeping and Accounts (including F Partner- 
ship and Executorship) os 3 
These two papers will comprise: 
Principal and subsidiary books of account ` 
and statutory books; elements of company, . 
partnership and executorship law; methods 
of keeping and presenting accounts; the 
terms used in accounts; manufacturing, 
trading and profit and loss accounts and 
balance sheeta, including departmental and 
branch accounts; the preparation of execu- 
torship accounts, including simple distribu- 
tions, legacies, ete. 


Si Tie Time allowance: Hours ` 
Auditing 3 
E Taxation and Cost Accounting 3 


5. 


6. 


The laws and principles of income-tax, sur- 
tax, corporation profits tax and profits tax 
and their application; the preparation of 
computations and claims. 

The objects, principles and application of 
costing methods, 

Company Law and Secretarial Practice is 
The Companies Acts, including a know- 
ledge of Table ‘A’ with the exception of 
provisions relating to the winding-up of 
companies; transfer work and dividends; 
the convening, constitution and conduct of 
meetings; agendas and minutes; ` adjourn- 
ments; voting and proxies. 

The Law of Contract and General Commercial 

Knowledge 
Office and counting house routine; ‘the pur- 
chase, sale, storage and conveyance of goods 
(home, import and export); mercantile, 
commercial and insurance terms; cheques 
and bills of exchange; stock exchange terms 
and the practice in the purchase and sale of 
securities. 


REVISED SYLLABUS FOR THE 
FINAL EXAMINATION 


at 


24 


Applicable from and including the May 1955 
examinations (and until otherwise prescribed 


SC 


5. 


by the Council) 


Time allowance: Hours 


S 


ect 
Advanced Accounting including Company 
Accounts 
Advanced Accounting including Partnership and 
Executorship Accounts Sa 
These two papers will comprise: 
Systems of accounting (including mech- 
` anized) as applied to commercial enterprises 
and public utility undertakings; amalgamia- 
` tions and reconstructions; flotation of com- 


panies; holding companies and consolidated ` 


accounts; the accounts of executors and 
trustees of estates of deceased 
Auditing and the General Pane of Professional 
-Accountants nS 
Including investigations, "valuations of 
goodwill and stocks and shares, formation 
of partnerships and companies, 
Taxation 
The laws and ‘principles of income-tax, sur- 
tax, corporation profits tax and profits tax 
and their application; the preparation of 
computations and claims. 
The Laws and Accounts relating to Liquidators, 
Receivers and Trustees; Law and Practice of 
Bankruptcy 
The powers, ‘duties and accounts ‘of liqui- 
dators under the Companies Acts and of 
receivers’ and trustees; the laws of bank- 
ruptcy and the preparation of bankruptcy 
statements of affairs and schedules, 
Cost Accounting ` 
The objects, principles and application of 
costing methods, 


3 
3 


December 12th, 1953 


December 12th, 1953 


Subject Time allowance: Hours 


7. Law relating to Companies (excluding Liquida- 
tions), Partnerships, Executorship and Arbitra- 


tions and Awards 3 
. | Commercial Law and General Commercial 
Knowledge 24. 


General knowledge i in regard to commerce 
and finance including banking, foreign ex- 
changes, insurance practice; -currency and 

credit, etc. i S se 








A choice of either 8 out of 10, or 10 out of 12, questions 
vill be given on this paper. 


MEETINGS OF 


Che quarterly and a special meeting of the Council of 


he Institute of Chartered Accountants in Ireland was 
weld in Belfast on November 27th, 1953. Mr Patrick 
3utler, F.C.A., President, was in the chair and there 
vere also present: 

Messrs F. Cleland, Vice-President, H E A. Addy, 
. Bailey, A. E. Dawson, W. H. Fitzsimons, H. Trevor 
“ontgomery, P. J. Purtill, J. Walker and D. McC. Watson, 
vith the Secretary, Mr Wm. E. Crawford, and the Joint 
Jecretary, Mr H. Stevenson, in attendance: An apology for 
bsence was received from Mr G. F. Klingner. 


Fellowship 


Vir Andrew Maze, Associate in Practice (Belfast) 
ipplied for and was admitted to Fellowship. 


Associates in Practice 
Che following members were admitted to practice: 
Messrs Norman Alexander Agnew (Belfast), Francis 
oseph Barrett (Caracas, Venezuela), Michael Joseph 
Lean (Dublin), Desmond Fintan Wallis (Limerick). 


Membership 
Vir Alexander Noel Williams (Belfast), who passed 
he Final examination in May 1953, applied for and 
vas admitted to membership as an Associate in 
?ractice. 
Death ' 
(he death of Mr Michael F. A. Twomey, A.C.A. 
Cork), in October 1953, was reported and noted 
vith regret. 
l Exclusions from Membership 


Che following were excluded from membership tor 
1on-payment of their fees for the year 1953, under 
yye-law 107 (6): 

Messrs Charles Edward Buckley, F.c.a., 66 Wellington 
ark, Belfast; Edmond John McManus, A.C.A., 70 Bryans- 
yurn Drive, Bangor, Co. Down; Frank Smith, a.c.a., 22 
Southernhay East, Exeter, Devon. 


Approved (Public) Auditors’ Fees 
‘t was noted that the Minister of Commerce, Northern 
‘reland, had acceded to representations for a revised 
icale of maximum fees allowed to be charged by 
ipproved auditors appointed under the Industrial and 
Provident Societies Acts and the Friendly Societies 
Acts, etc., and that the increased scale will operate 
Yom January rst, 1954; but that similar representa- 
ions to the Minister for Industry and Commerce for 
ın increase in the scale of fees for public auditors in 
he Republic (which has not been varied since it was 
ntroduced twenty years ago) had not been successful. 
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Notes. 

(1) In subjects in which the law and cece in Northern 
Ireland and the Republic of Ireland differ, candidates 
may answer questions according to the law and 

- practice of either country, but must state under 
which law and practice (i.e. Northern Ireland or the 
Republic) they have answered the questions. Special 
consideration will be given to candidates who display 
a knowledge of both. In Part 4 of the Final examina- 
tion (taxation) one or two questions requiring a knoto- 
ledge of the taxation laws of both countries may be set. 

(2) Candidates are not required to memorize rates of 
estate duty and sur-tax. The rates will be given 
where required for the solution of questions. 


THE COUNCIL 


Examinations Entitling to Exemption from the 
Preliminary Examination 


The requirements in the following examinations, for i 
exemption from the Preliminary examination of the 
Institute, were under review and were altered thus: 
The Leaving Certificate Examination of the Department of 
Education of the Republic of Ireland (Secondary Education 
Branch) 

As from and including the examination in 1954 ~ the 
certificate, provided it includes honours in a mathematical 
‘subject, English and one other subject. 


The Grammar School Senior Certificate Examination of the 
Ministry of Education for Northern Ireland 

As from and including the examination in 1952- the 
certificate, provided it includes, at one and the same exam- 
ination, the credit standard at ‘ordinary. level, or a pags at 
advanced level, as the case may be, in a ‘mathematical 
subject, ‘English language’. and one other subject. 

The General Certificate of Education of the recognized 
examining bodies in England and Wales 

As from and including the examination in 1951 — provided 
it includes, at one and the same examination, a pass at 


- least at ordinary level in not less than five subjects, includin; 


a mathematical subject (other than ‘arithmetic’) an 
“English language’ (or, at advanced level, ‘English’ or 
‘English literature’). : 

List of Members 
It was noted that the list of members of the Institute 
corrected up to August 31st, 1953, was in the hands of 
the printers and that it was hoped to be able to issue 
it before the end of December 1953. 


Exemption Certificates Issued 

It was reported that the number of certificates of 
exemption from the Preliminary examination issued 
this year to date (November 18th, 1953) was 65, 
compared with 50 to the same date in the previous 
year. 

Articles of Clerkship Registered ` 
It was noted that the number of articles of clerkship 
registered with the Institute this year to date (Novem-~ 
ber 18th, 1953) was 61, compared with 49 to the 
corresponding date last year. 


Membership Subscriptions Waived 


The subscriptions of two members for the year 1953 
were waived under bye-law 47A on account of illness. 


Next Quarterly Meeting 
It was decided that the next quarterly meeting of the 
Council-should be held on February 25th, 1954, in 
Dublin. 
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THE ACCOUNTANT ANNUAL AWARD : 


As already announced, The Accountant proposes 
to make one or more awards annually to companies 
whose shares are quoted on a recognized stock 
exchange in the United Kingdom, in relation to 
the form and contents of the reports and accounts as 
issued to their members. 

The factors which will be considered by the panel 
of judges will include the adequacy of the information 
given and its presentation. - 

Companies are requested to send, for consideration, 
copies of their reports and accounts (with any chair- 
man’s statement circulated therewith) to: 

The Secretary, The Accountant Annual Award, 
4 Drapers’ Gardens, 
Throgmorton Avenue, 
London, EC2. 


These should be sent at the time of publication but 
for the 1954 award it is requested that they be sent 
so as to reach the med not later than January 


30th, 1954. 

The award in 1954 will be made in respect of the 
reports and accounts laid before the company in 
general meeting within the year ending December 
31st, 1953, and being for the financial year or other 
financial period ended last preceding that date. 


The panel of judges is composed of: 


Mr Montagu Gedge, oc, Chairman; Mr W. L. 
Barrows, J.P., F.C.A.; Sir Harold M. Barton, F.c.a.; 
Lord Latham, J.P., F.A.C.C.A; Mr Thomas Lister, 
M.A., CA; Mr Bertram Nelson, J.P., ¥.8.A.A.; Mr G. 
Tyser; Mr Derek du Pré, Editor, The Accountant. 


NOTES AND NOTICES 


Personal 


Messrs D & J. Warner & Co, Chartered Account- 
ants, of 80 Coleman Street, London, EC2, announce 
that Mr J. WARNER, A.C.A., has resigned from the firm 
and that Mr Davip WARNER, F.C.A., the remaining 
partner, has taken into partnership Mr ARTHUR 
BRAFF, B.COM., B.SC.(ECON.)., A.C.A. The practice will 
be carried on under the style of Warner, Dpapp & Co. 
They also announce that they have removed their 
offices to City Gate House, Finsbury Square, EC2. 
The telephone numbers, Monarch 0525/6, remain 
unchanged. 

Messrs SLATER, Dominy & Swann, Chartered 
Accountants, of Sussex House, Hobson Street, 
Cambridge, announce that they have admitted into 
partnership Mr J. E. SQUIRES, A.C.A., A.3.4.A., Mr G. H. 
B. RowLInson, A.c.a., and Mr M..J. F. SHAW, A.C.A. 

Messrs PILLEY & FLORSHAM, Certified Accountants, 
announce that as from December and, 1953, they 
have changed their address from 5 Fleet Street, 
Coventry, to 210-211 Broadgate House, Coventry. 

Messrs Cuaptin, Hatt & Co, Incorporated 
Accountants, of National Provincial Bank Chambers, 
Hertford Street, Coventry, announce that as from 
" December Ist, 1953, they have taken into partner- 
ship Mr D H Sarmon, ASA, who has been 
associated with them for a number of years. The style 
of the firm remains unchanged. They also announce 
that as from December 14th, 1953, their address will 
be changed to 403 The Bridge, Broadgate House, 
Coventry. Telephone: Coventry 40190. 


Professional Notes 


Mr Benjamin Selby, A.C.A., accountant and secretary 
of Sir James Hill & Sons Ltd, of Bradford, has been 
appointed a director of the company. 


Mr A. Norman Townsley, A.C.A., joint managing 
director of Dawber, Townsley & Co Ltd, Hull, has 
been appointed honorary treasurer of the National 
Federation of Roofing Contractors. 

In Parliament 
Bank INTEREST: DECLARATION 


Mr Hovucsron asked the Chancellor of the Exchequer 
how many notifications of bank interest exceeding 
£15 have been received by the Inland Revenue 
Department under the provisions of Section 27 of the 
Finance Act, 1951; in what proportion of cases havé 
the taxpayers concerned failed to return the amount, 
or the full amount; and what amount of unassessed 
tax and penalties has already been recovered. 

Mr Ion Boyp-Carrenter: Up to March 31st, 
1953, about 1,200,000 notifications had been received. 
In about one-quarter of the cases failure to return 
the amount or the full amount has been discovered 
or is suspected. The amount of unasseased tax and 
penalties so far recovered is about £7 million, 


Hansard, Nov. 26th, 1953. Oral Answers. Col. 497. 


Tax COLLECTION: Cost 


Mr Cuetwynp asked the Chancellor of the Exchequer 
the cost of collection, and what proportion this cost 
bore to the total yield of sur-tax, income-tax, as a 
whole, and income-tax collected through P.A.Y.E., 
reapectively, in the last financial year for which 
particulars are available. 

Mr Boyp-Carpenter: The cost of collection of 
Inland Revenue duties generally in the year ended 
March 31st, 1952, the latest for which figures are 
available, was 1:07 per cent. It is not possible to 
distinguish the cost of collecting individual taxes. 

Hansard, Nov. 26th, 1953. Written Answers. Col. 96. 


December 12th, 1953 


Forgot: Tax 


‘Wing Commander BurLus asked the Chancellor of 
»the Exchequer the amount of revenue derived by his 
department from the pool betting duty on football 
pools in 1951 and 1952. 
Mr Boyp-Carpsnter: The receipts of pool betting 
duty in respect of football and similar pools were 
£17,218,392 in 1951 and £19,772,642 in 1952. 
Hansard, Nov. 26th, 1953. Written Answers. Col. 98. 


INDIAN Estate Duty Act 


Mr Arsvurunot asked the Chancellor of the Ex- 
chequer (1) what action is being taken to arrange, 
on a basis of reciprocity, for relief in respect of the 
‘Indian Estate Duty Act which subjects to Indian 
estate duty shareholdings in companies registered in 
the United Kingdom, when the majority of the in- 
come of the company arises in India: 

(2) what action is being taken to arrange for relief, 
on a basis of reciprocity, from the provisions of the 
‘Indian Estate Duty Act which places upon companies, 
rather than upon the deceased estates concerned, the 
responsibility for paying estate duties which arise 
under the Act. 
: Mr Boyp-Carpenter: Her Majesty’s Government, 
and, I understand, the Indian Government both 
appreciate the desirability of an agreement for th 
„avoidance of double death duties between this. 
country and India, and I hope that it will be possible 
to commence negotiations before long. 

Hansard, Nov. 26th, 1953. Oral Answers. Col. sor. 


Double Taxation Relief 
SWITZERLAND AND UNITED KINGDOM 
‘Following a series of discussions in London and 
Berne over the last eighteen months between the 
Board of Inland Revenue and the Swiss Federal 
i Tax Administration, agreement has now been reached 
at the official level on a proposed convention between 
the United Kingdom and Switzerland for the avoid- 
ance of double taxation in relation to taxes on 
income. Preliminary negotiations have also taken 
place for a convention relating to taxes on the estates 
„of deceased persons. 


Double Taxation Relief: Ceylon Food 
Subsidies Temporary Tax 


‘The Board of Inland Revenue this week made the 
following announcement: 

The Ceylon Food Subsidies Temporary Taxes 
Act, 1952, imposes with effect from the year com- 
„mencing April rst, 1952, a temporary surcharge at 
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10 per cent on the amount of Ceylon income-tax 
payable. This surcharge is a tax ‘of a substantially 
similar character’ to the Ceylon income-tax and 
profits tax and therefore qualifies for credit under the 
agreement with Ceylon. 

The Ceylon rate of income-tax on non-resident 
companies is higher than that on companies resident 


- in Ceylon; for 1952—53 the rates are 36 per cent and 
-30 per cent respectively. Under Article IX of the 


agreement it is provided that the tate of tax charge- 
able on non-resident companies shall not, where they 
are residents of the United Kingdom (as defined in 
Article IT (1) (f)), exceed by more than 6 per cent the 


‘rate chargeable on companies resident in Ceylon. 


In some of those cases, however, the full 10 per cent 
addition for the food subsidies tax may have been 
charged, i.e. ro per cent of 36 per cent, making 
Sch per cent in all as opposed to the agreement 
imit of 39 per cent. In such a case the additional 
D per cent is not available for credit and the com- 
pany should be advised to apply to the Ceylon 
authorities who will give effect to such adjustments 
or repayments as may be necessary. 


Death Duties 


Regulations cited as The Death Duties (Revocation 
of Relief against Double Duty) (India) Order, 1953, 
came into operation on November 2oth, 1953, and 
have been published as a statutory instrument, the 
explanatory note to which reads as follows: 
` Section 20 of the Finance Act, 1894, provides by way of 
Order in Council for relief from double death duties in the 
case of property situate in any ‘British possession’ which 
does not levy duty on property situated in the United 
Kingdom or in which a reciprocal allowance is made. The 
section provides for revocation of an Order in Council made 
under its terms where it appears that the law of the “British 
possession’ has been so altered that it would not allow of 
the making of an Order. p 
This Order revokes the Order in Council dated February 
and, 1895, in so far as that Order applied the provisions of 
Section 20 of the Finance Act, 1894, to Great Britain and 
India. 


British Transport Commission: 
Acquisitions Division 

Members of the panel of accountants appointed in 
relation to the acquisition of road haulage businesses 
under the Transport Act last Thursday entertained 
Mr Andrew Black, C.B.E., a.8.4.A., and his colleagues 
of the Acquisitions Division of the British Transport 
Commission at a dinner at The Charing Cross Hotel, . 
London. 

, The toast of “The Acquisitions Division’ was 


1 S.L, 1953, No. 1684, H.M.S.O. ad net. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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proposed by Mr James Blakey, F.c.a., and supported 
by Sir Reginald Wilson, c.a., Comptroller of the 
British Transport Commission. Mr Black, replied . 
on behalf of the Acquisitions Division. 

The dinner was held to mark the approaching 
termination of the work of panel accountants and 
their appreciation of the cordial relations which have 
existed between members of the profession engaged in 
this work and the Acquisitions Division. 


The North London Discussion Group of 
Chartered Accountants 


The North London Discussion Group held its 
second meeting of the current.session on Thursday, 
November ih The subjects discussed were “The 

psychological approach in selecting entrants to the 
profession! and ‘Should the Council make recom- 
mendations?” 

The next meeting will be on Thuraday, December 
ryth. Members of the London and District Society 
of Chartered Accountants are eligible to join the 
Group, the subscription for the whole session being 
gs. Further information may be obtained from the 
Hon. Secretary, Mr J. G. Shepherd, A.C.A, 8 
Frederick’s Place, Old Jewry, ECz. 


The Chartered Accountant Students’ Society 
of London. 


The following meetings of the London Students’ 
Society will be held during next week: 


Tuesday, 5.30 p: m.: Demonstration of mechanized account- 
ing (limited number), 

Friday, I p.m,: © Luneh-timè discussion of study problems 
brought by students, 


Birmingham Students’ Annual Dinner 


Mr Denis F. Dodd, T.D., F.C.a., was incorrectly shown 
as Mr Denis F. Dodd, D.L., A.C.A., in the report 
of the annual dinner of the Birmingham Chartered 
Accountant Students’ Society published in our last 
issue. We regret the error. : 


Our Contemporaries 


Tre JOURNAL op Accountancy. (New York.) (November.) 
‘The resurgence of the balance-sheet as a useful element 
in financial analysis’, by William W. Werntz, LL.B., 
c.p.a.; ‘Some problems regarding consolidated and 
parent company statements’ — Survey by Research De- 
partment American Institute of Accountants; ‘Some 
examples of useful-variations in the modem short-form 
audit report’, by John H. Myers, PH.D., C.P 

THE AUSTRALIAN ACCOUNTANT. Melbourne.) (October. 
‘Liability of Accountants for Negligence’, by S. R. 
Brown, LL.B., F.A.S.A. 
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TWENTY-FIVE YEARS AGO 

From The Accountant or DECEMBER 15TH, SA \ 

A letter to the Editor. 
Designation for Composite Firms 

Sir,—We should like to ventilaté in your columns 
the interesting question of the designation of firms of 
accountants who have some Chartered partners and 
some Incorporated. It is, of course, common know- 
ledge that at present they can only style themselves 
“accountants and auditors,” and as registration for 
the profession seems still a long way off, it would 
appear that the time has arrived when a composite 
firm of Chartered and Incorporated Accountants 
should be able to inform the world that they have 
some qualifications when their names appear on 
balance sheets, prospectuses, &c. The term "Char. 
tered and Incorporated Accountants” is, of course, 
not correct, and would not be allowed by the Institute 
of Chartered Accountants. Such a term as “‘composite 
firm of Chartered and Incorporated Accountants” is 
very cumbersome. Can some ingenious reader suggest 
a designation which would be dignified, brief, and 
likely to be acceptable to both the SSC of Char- 
tered Accountants and the Society of Incorporated 
Accountants and Auditors? Yours faithfully, ` 

28th November, 1928. COMPOSITE. 


_ SEVENTY-FIVE YEARS AGO 
From @he Accountant op DECEMBER 14TH, 1878 | 
Extract from a Note in Passing 
The Incorporation of Accountants 


. We believe that the intention of its promoters 
is to get all the other societies to follow its example of 
self dissolution. Then the new body will be formed, 
of course, of materials supplied by the profession 
large. It is moreover clear that before consenting to‘ 
perform the “happy despatch” upon themselves and 
take part in any such scheme of reconstruction, the 
other societies would require some guarantee that 
they would find adequate representation in the 
Incorporated Institute Council. That a preliminary 
process of dissolution is necessary will doubtless be 
generally admitted; for it would be impossible for 
several societies, with different rules and different 
terms of membership, to amalgamate with any chance 
of permanency. Clearly, therefore, one of the first 
matters to be accomplished is:a definite agreement 
regarding the conditions which are to regulate the 


-membership in the new society, and also as to the 


conditions upon which the old societies are to sur- 
render their vested interests. We wish the scheme of 
the Institute of Accountants every success. 
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F COSTING FOR CHRISTMAS 


HE cold and cheerless subject of accountancy has little in 

common with the warm-hearted festival of Christmas. It 

is with a mighty effort of will, therefore, that we restrain 
our natural bonhomie and instead of writing, for one week only, a 
tinselled leader as light as a sugar plum fairy, bring ourselves to 
consider, with our customary conscientiousness, a problem con- 
cerned with costing which has been in nearly every accountant’s 
mind since the first intrusion of autumn on his summer serenity. 
(It might be noted in passing that members of the profession seem 
to possess greater equanimity in summer than in winter, but that 
is a theme which could perhaps be more happily expanded in an 
August Bank Holiday issue.) 

The immediaté proposition then is that every reader who is not 
in unfettered cornmand of his fortune — that is, every married 
reader — must haye been wondering uneasily during the past 
month or so what Christmas was going to cost THIS year. Whether 
or not he knows at the moment he begins to carve the turkey may 
depend partly on the efficiency of his personal accounting system 
and partly on how persistent his wife has been in her demands 
for a settlement of her out-of-pocket expenses. Male efficiency and 


female persistency apart, however, some paterfamiliases ~ patres- 


familias—some fathers of families -prefer the hedonistic 
approach and insist on living in a delightful, Horatian, fool’s 
paradise of feasting and junketing until the holidays are over 
before attempting the sordid reckoning. January (they say) is such 
a catastrophic month anyway that it is just as well to lump all the 
misery together and get it over at once. Others, the lean and cal- 
culating kind, brood throughout the festive season if the exact 
liability is not known and provided for beforehand. But whenever 
and howsoever the tally is made, one thing is common to all 
calculations. In even the most scientific budget, carefully com- 
pounded of accounting logic and feminine intuition, the actual 
expenditure invariably exceeds the theoretical. To the innocent 
layman who knows no better, this unfavourable variance repre- 
sents, in his blunt modern idiom, a ‘dead loss’, but to the account- 
ant with his superior ability to temper truth with permissible tact, 
it may quite fairly be regarded as transferable to ‘goodwill’. The 
result is the same but the latter treatment makes one feel moment- 
arily a good King Wenceslas. 

We hope that these few cautionary remarks have been helpful 
and to all our readers, be they efficient, persistent, hedonistic, 
lean and calculating, intuitive or just innocent, we extend our 
sincere wishes for a carefree- Christmas and a solvent New 
Year. 
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Inland Revenue : Fraud and Evasion 
“PERHAPS the most interesting aspect of 
Pe Comptroller and Auditor-General’s 
report on the 1952-53 Appropriation 
Accounts of the three great revenue departments! 
are his remarks on fraud and evasion in con- 
nection with the Inland Revenue duties. The 
progress of the drive against evasion is amply 
demonstrated by the figures reproduced below 
of the cases disposed of by pecuniary settlement 
in the last three years and the last pre-war year: 


Year ended | Number Total charges Penalties 
March 31st of cases Ke included 
1953 9,836 11,045,412 ` 3,865,219 
1952 4,962? 9,430,396? 2,446,205 
195% 2,838 7,469,568 1,735,049 
- 1939 2,774 31131,4110 not known 


The figures for the year ended March .31st, 
1953, include 262 settlements dealt with by the 
special branch engaged in the investigation of 
important cases involving fraud; they produced 
£2,751,108. Another 5,955 of the 9,836 settle- 
ments were effected by local Inspectors under 
the modified procedure for settling back duty 
liabilities of small traders and others, to which 
we referred in our issues of December 6th and 
2oth, 1952. The 5,955 cases produced £2,123,194. 

In addition to. the 9,836 cases, local Inspectors 
effected settlements in cases relating wholly to 
income-tax on untaxed interest, allowances, ett 
where the matter was not so serious. The figures 
of these additional cases are as follows: 


Year ended Number of ` Total charges 
March 31st cases raised 
i £ 
1953 136,188 5,389,215 
1952 5,218 420,650 
1951 1,654 165,344 , 


The enormous leap in the total number of cases 
last year is attributed to the notifications of bank 
interest in excess of £15 under the Finance Act, 
1951, Section 27 (now the Income Tax Act, 1952, 
Section 29). Up to March 31st, 1953, 1,200,000 
notifications (including 600,c00 from the Post 
Office Savings Bank) were received in respect of 
interest for the two years ended April sth, 1952. 


t House of Commons Paper No. 12, 1953-54. H.M.S.O. 
1s gd net. 
1 Revised since the previous import 
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These notifications brought to light some 330,000 
cases of under-assessment or non-assessment, of 
which 139,000, involving about £7 million tax, 
were settled in the year ended March 31st, 1953, 
and are included in the figures given above. 

` It is disquieting to learn that one person in four 
was failing to return the interest received by him. 
It is also perhaps significant that the report on 
the Post Office includes the information that, 
during the calendar year 1952, withdrawals from 
the Post Office Savings Bank exceeded deposits 
by £108 million. If and when the Inland Revenue 
are able to cope with an extension in-the scope 
of notifications of bank interest, it will be worth 


` considering legislation to lower the minimum of 


£15 interest as qualifying for notification. The 
tax on the interest itself may be relatively small, 
but the discovery of small discrepancies in-a 
return often leads to more serious disclosures. 
There has been much adverse comment of late 
about the power of income-tax offenders to buy 
themselves off. No figures of criminal prosecutions 
are given in the present report, but according to 
the report of the Inland Revenue itself for 1951-52 
(the latest available) there were eight prosecu- 


- tions in that year for false accounts and returns 


and fifteen prosecutions for false claims to allow- 
ances. All but four of these prosecutions were 
successful. These numbers are very small indeed 
compared with the 4,962 cases where a EE 
settlement was reached. 


Excess Profits Levy 


_ Excess profits levy, that damp squib, produced. 


less than £3 million, against an estimated receipt 
of £5 million. At the same time profits tax was 
down on the estimate by no less than £76 million. 
It is interesting to compare these figures with the ` 
actual collection for the period from April rst, 
1953, to November 28th, 1953. The excess profits 
levy collected in this period was £44,350,000 
against nil in the corresponding period for the 
preceding year. Against this there was a fall of 
more than £134 million in profits tax. 

The total charge to excess profits levy raised 
“up to March 31st, 1953, was £10,346,000; of 
which no less than £7,187,000 was outstanding 
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_ at that date. Nearly half of the total charge was 
“not made until the last month of the year. 
` Although the levy will terminate at the end of 
the present month, there will no doubt be a delay 
of several years before it is finally wound up. The 
excess profits tax outstanding at March jist, 
1953, was £129 million, although that tax ter- 
minated in 1946. 


Remissions and Amounts Abandoned 
Rather more than £3 million in tax was remitted 
by the Inland Revenue or written off as irre- 
coverable. The analysis is as follows: 


£ 
Income-tax a is s. * 1,833,883 
Sur-tax and super-tax ka 348,4 
Excess profits tax 775,048 . 
Other duties 117,455 
£3,074,792 


This represents £624,623 more than in the 
previous year. 

The analysis by reference to grounds of remis- 
sion or write-off is as follows: 


Remiisions & 
On grounds of poverty . 168,796 
On grounds of equity .. 238,049 
Bes er ped ei Dot sufficient to ` 
justify cost of proceedings etc. 244,355 . 
Amounts irrecoverable ` : 
Insolvency , 1,519,872 
Composition settlements ` 243,270 
Realization of securities . 19,647 
Miscellaneous: liability EE ete. 640,803 
.  -—-£3,074,792 
Remiasions of law costs amounted to .. £7,040 


Building Societies : Special Arrangements 
The report observes that the arrangements with 
building societies, made under statutory authority 
given by the Finance Act, 1951, Section 23 (now 
the Income Tax Act, 1952, Section 445), follow 
the same lines as the previous extra-statutory 

` arrangements. Of course one change is that 
interest paid to shareholders and depositors is 
grossed up for sur-tax purposes. 

The compounded rate which societies within 
the arrangements pay is based primarily on the 
results of statistical investigations by the Inland 
Revenue, including a sampling of the actual 
liability of individual investors named in lists 
furnished by the societies. The compounded rate 
so arrived at is deemed to represent the average 
rate of tax which would ultimately. have been 

| borne by the investors if income-tax had been 
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deducted at standard rate from their interest and ` 
repayment had been claimed where appropriate. 


-It follows that in general the tendency is for the 


poorer investor to contribute to the payment of 
the tax of the richer. 

The Comptroller " expresses “doubt as to one 
element in the determination of the compounded 
rate. The societies claim to share in the saving in 
costs of administration accruing to the Inland 
Revenue as a result of the arrangements. The 
section does not, however, provide for the in- 
clusion of such an element; it directs that the 
arrangement shall aim at securing that the total 
tax shall be the same as if the powers under the 
section had not been exercised. Moreover, the 
societies themselves are understood to derive very 
great administrative saving on their own side as 
a result of the arrangements. The Comptroller 
asked the Inland Revenue whether legal advice 
had been received on the question but was told 
that. no such advice had been sought. The 
societies’ claim, although not expressly conceded, 
has been taken into account in arriving at a 
settlement of the compounded rate. 


: - Exemption of Officials of International 

8 “os Organizations 
Under the International Organizations (Immuni- 
ties and Privileges) Act, 1950, which consolidated 
earlier statutes, there is power to confer exemption 
from tax to officials of a number of international 
organizations, irrespective of their nationality or 
place of residence. The power has to be exercised 
by Order in Council. The Comptroller observes 
that although no Order in Council has yet been 
made in favour of officials of the North Atlantic 


“Treaty Organization, the Inland Revenue has ` 


allowed them tax exemption as from July 1951. It 
is also stated that the Inland Revenue sometimes 
allows exemption from a date earlier than that 
laid down in the relevant Order in Council. 


Inland Revenue Expenditure 
The total cost of running the Inland Revenue 
was some £30 million, over a fifth of which was 
for the Valuation Office. The salaries of that 
office were nearly a third of the salaries of the 
remainder of the department. 

‘Among the miscellaneous expenses there is an 
ex gratia payment -of 200 guineas to a ‘private 
chartered accountant’ for his services to the 
department as a trustee in bankruptcy. 
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. THE INSPECTOR OF TAXES INTERROGATES: ` 


A CHANCE ACQUAINTANCE 
WHO BOUGHT A SMALL BUSINESS 
by WILFRED TULLETT, F.S.A.A. 


The Editor informs readers that the E and places in the following article are purely 
imaginary and that no reference is intended to any living person or to any particular place. 


ScENE: A warm, sunny morning in the pinewoods 
at an inland spa. Resting on a seat amongst the 
trees ts a tall, middle-aged man, his legs stretched 
out in front of him. He ts obviously on holiday, and 
enjoying himself. He has just been joined by a short 
man who has placed a book on the seat beside him. 

Snort Man: What a lovely morning for the 
time of year; nice'time of year for a holiday. 

Tait Man: I agree. I always think that every 
fine day now takes one day off the winter. I see 
you have been buying a book. What kind of 
reading do you like? 

S. M.: Oh, I have not purchased this book 
because I like it. It is a book about income-tax. 
T. M.: That’s a bit odd! ee 
S. M.: Odd? Why? i 

T. M.: As it happens, I’m an Inspector of Taxed 

S. M. (amused): Well, that certainly ts a bit odd. 
The book would not be of much use to you.. 

Inspector: Maybe I can help you. 

S. M.: No doubt you can, but I am not going 
to get you to talk shop on holiday. You will have 
plenty of that when you get back home again. 

INSPECTOR (who has taken to the little man): 
Rubbish! It’s no trouble at all. What is your 
difficulty? 

S. M.: It’s like this. My wife and I have just 
bought a little business. That is, I have purchased 
the business, and my wife and I have decided 
to run it together. We complete the purchase 
next month. It will be an uphill fight for a few 
years, but we think we can make a success of it. 
I bought this book in the hope that I can find 
out how to deal with the value of the services 
which my wife will give in the business and 
. which otherwise I would have to pay for. 

Insrecror: There is no particular difficulty 
about that. Pay your wife what the services are 
worth, and charge it against the business income 
as an expense. You will receive the benefit of 
allowance for this within the statutory limitations. 

S. M.: Yes, but that is where my difficulties 
begin. Although my wife will be giving valuable 
services in the early years, I shall not, so far as I 
can see, be able to pay my wife any actual wages, 
as I shall not have the money. We shall have to 
plough back into the business any small surplus 


there may: be. Further, if I did pay my wife 
wages, and then took the money back again into 
the business, it would not look like a bona fide 
transaction, would it? I would be bound to have 
trouble with my Inspector of Taxes later. 

INsPECTOR: You seem to have been giving the 
matter a lot of thought. 

S. M.: I have, and I’ve been running round in 
circles in consequence. But I’m not done yet. 
If anything happens to me, I want everything to 
be as easy for my wife as possible. I do not wish 
her to be short of money until probate comes 
through. Yet all our money will be tied up in 
the business. Life being uncertain, my wife 
might find herself in difficulties at any time. 

Inspector: It all sounds very involved, but 
actually it is quite simple. 

S. M.: Then just what have I to do? 

Inspecror: Take your wife into partnership. 
Proof of payment of wages to the wife is not 
required where it can be established that the wife 
is actually a partner. Thus you receive the tax 
relief for wife’s help in the business. If the 
business makes a loss in the early years, you can, 
of course, carry forward the loss. If the business 
prospers, the wife’s share of the profits will 
attract the statutory reliefs on her earned income 
in addition to your own. Finally, if you die, 
your wife, being a partner, can continue to draw 
cheques on the firm and so deal with her early 
difficulties. Therefore, all you have to do when 
you get home after this holiday is to see your 
solicitor, and get him to prepare a partnership 
deed. You will find then that this arrangement 
will cover all the points you have in mind. 

S. M.: That’s grand, and I am very grateful. 

Inspector: I am glad to have been of assist- 
ance. Now (looking at his watch) it is nearly 
eleven: the morning concert commences in a 
few minutes in the Pump Room. Would you like 
to join me there in a cup of coffee? Don’t forget 
your book! 

[The two men stroll off through the trees towards 
the Pump Room o the distance, the little man, with 
his hat at an angle, swinging his walking stick as he 
goes along. He has to trot rather to keep up with 


-his long-legged friend.] 
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BRITAIN’S PAPER CURRENCY | 


by R. ROBERT, A.C.LS. 


HE way in which paper cutrency first 
came to supplement’ and then largely to 
supplant gold, silver and copper, con- 
stitutes a story of most enthralling interest. 
For the beginnings of the process we have to go 
back, so far as Britain is concerned, to the 
‘seventeenth century, in the middle part of which 
we find many goldsmiths putting aside their 
craftsmanship for the more lucrative activity of 
banking. At that time there was no currency 
apart from the metal coinage, the shortcomings 
of which from the point of convenience alone 
were being severely felt. Moreover, with expand- 
ing commercial, to say nothing of Government, 
needs, specie was proving inadequate in other 
directions. 
The Running Cashes f 
As is well known, the goldsmiths were in the 
habit of storing in their strong-rooms plate, 
jewellery, and hoards of coin belonging to the 
wealthy London merchants who in those days 
lived in constant fear of the royal prerogative and 
forced loans. Up to 1640 they had deposited their 
treasure in the Mint, then lodged in the Tower of 
London, but when Charles I, in a moment of 
financial embarrassment, appropriated the sum 
of £120,000 they not unnaturally sought out 
_ other hiding places. By 1645 much of their 
accumulated capital had found its way: into the 
vaults of the goldsmiths, who paid interest on 
deposits. Clients of the goldsmiths were given 
receipts and it was soon realized that these 
receipts could be passed from hand to hand. 
This was an important development, but one 
even more so was the operation by Child, Hoare, 
and other early goldsmith-bankers, of what were 
known as the ‘running cashes’. These were in 
effect current accounts which could be drawn 
upon by means of a letter, or ‘drawn note’, which 
instructed the goldsmith to pay over a stated 
sum to a third party and to charge the account. 
The arrangement was a simple one, advantageous 
to all concerned, for the customer’s money was 
secure in the goldsmith’s coffers, and he in turn 
had funds from which he could make loans. The 
‘running ‘cashes’ therefore became, so far as the 
wealthier members of the community were con- 
cerned, a popular institution. 


Bank of England Notes . 
Great forward steps in the evolution of paper- 


money were made after 1694, which year saw ` 
the Bank of England formally incorporated. 
During the early days of the Bank there was some 
indecision as to the form which the notes should 
take. Three suggestions had been put forward, 
the most far-reaching in its consequences being 
the one to give depositors in exchange for their 
money ‘Notes payable to bearer’. This suggestion 
was considered a practicable one and was at 
once put into operation. 

Several interésting points are to be observed 
in connection with the early Bank of England 
notes; for example, they were often for irregular 
~amounts, with odd shillings and pence, and they 
had to be endorsed. But the Bank also began to 
issue notes for round sums and these gained a 
ready acceptance, particularly the £5 and {10 
notes. And so towards the end of the seventeenth 
century paper-money was a fait accompli, some- 
thing which was badly needed, and something 
which had obviously come to stay. 

Of course, the change was not effected without 
opposition. There were, indeed, clamorous critics, 
some of them perspicacious enough to foresee 
how the new form of currency could be abused. 
The Bank itself was soon made aware of one of 
the major disadvantages of paper, namely, the 
temptation it put in the way of the forger. One 
of the most adventurous of these conducted 
his operations on a grand scale. Not only did he 
print his notes on a private printing press, but 
he manufactured his own paper, and even his 
own ink. These thorough-going methods enabled 
‘Old Patch’, as he was called, to defraud the Bank 
of £200,000; though it has to be recorded that - 
justice did, eventually, lay him by the heels. 

. However, the objections (if not the tempta- 
tions) were overcome, and soon notes payable to . 


“bearer were circulating freely in London, and 


also in the provinces, where private bankers, 
issued notes against deposits. The year 1708 
saw statutory recognition given to the Bank of 
England note, for Parliament passed an Act 
prohibiting any. other corporation from issuing 
notes, the privilege being restricted, apart from 
the Bank, to private partnerships consisting of 
not more than six persons. 


War and Paper-money l 
It ‘has already been stated that expanding trade, 
coupled with an actual shortage of metal coinage, 
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helped to hasten the advent of a supplementary 


currency. But we must not overlook the fact that . 


` the midwife, as it were, of paper-money, was a 
costly war then raging between this country and 


France. The Bank came into existence because ` 
William IIL needed money with which to wage . 


the struggle against Louis XIV; and war, it is 
apparent, played an important part in the subse- 
quent history of paper-money, if only by. stimu- 
lating the quantity of it in circulation. 

The Napoleonic Wars certainly had that effect. 
On both sides the ‘financial demands were so 
great that they could, indeed, only be fought 
with the aid of the printing press. In England 
the mere rumour of a French landing in 1797 
was sufficient to start off a panic demand for 
gold, and the switch-over to paper-money began 
in earnest when, on February 26th, 1797, the 
King in Privy Council approved an order for 
the ‘temporary’ suspension of payments in cash: 
Thus were the flood gates opened, and the state 
of confusion at the Bank at this time may be 
inferred from the blank in its minute ‘books. 
For a full month nothing was recorded. í 

Although the Court of Directors affirmed that 
the Bank’s affairs were as prosperous as ever 
it was unable, henceforth, to guarantee gold in 
exchange for paper. The suspension continued 
in force until 1821, by which time the monetary 
system had been ‘revolutionized. 

At first suspicious of bank notes, people 
gradually became accustomed to their use; even 
the wage-earners and small shopkeepers, for 
whose convenience the Bank had, right at the 
beginning of the crisis in 1797, issued £x and 
£2 notes. In Scotland 5s notes were printed in 
an endeavour to overcome the chronic shortage 
of small change — which in England was partially 
solved by the issue of tradesmen’s tokens. 

Two other steps may be noted as of some 
importance in the establishment of a paper 
currency. An Act of 1826 broke the ‘Old Lady’s’ 


monopoly to some’ extent by permitting the 


formation of joint-stock banks, provided they 
-were sixty-five miles out of London, and had 
unlimited liability. They had the right to issue 
notes. But the Bank of England scored heavily 
in 1833 when its notes, of the value of £5 and 
upwards, secured recognition as legal tender, 
and again in 1844, when the Bank Charter Act 
prepared the way for the eventual concentration 
of all note issues under its authority. 


Treasury Notes 
The country theoretically returned to gold in 
1816, ‘but it was not until 1821 that convertibility 
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was achieved in practice. Fresh supplies of coin ` 


were put into circulation, and paper-money, after 
1844, was restricted to the fiduciary issue of 
£14 million; any notes in excess of this amount 
having to be backed by the metallic reserve. 
But the First World War again put the entire 
into reverse. Gold was withdrawn, and 
the Government fell back on the engravers and 
printers. The Currency and Bank Notes Act of 
1914 removed all limits, arid the country was 
deluged with {1 and ros Treasury notes. 
Again, after the First World War, as after the 
Napoleonic Wars, a return to gold was con- 
sidered advisable, and effected. In 1928 the 
Currency and Bank Notes Act was passed, with 
the result that outstanding Treasury notes and 
Bank of England notes were amalgamated into a 
single issue. The Bank, which had previously 
been restricted to notes valued £5 and over, was 
authorized to issue {1 and ros notes, which were 


also made legal tender. 
Events in the monetary field during the Second 


World War, still fresh in the memory, will need 
little recapitulation. Our paper currency, freed 
under Defence Regulations from all fiduciary 
limits, was subjected to its most severe test. The 


note circulation attained record high levels, and ` 


periodically the menace of inflation caused the 
gravest concern. But disaster, such as overtook 
some continental countries, was avoided. 


The Cheque System 

That useful instrument, the cheque, by means of 
which some go per cent of all payments are 
made in this country, and in America, has also 
behind it an interesting pedigree. We saw how the 
seventeenth-century goldsmiths began accepting 
deposits from their customers, and how they 
operated ‘running cashes’ or current accounts. 

To facilitate the transfer of money to third 
parties (or payees) the goldsmiths provided their 
depositors with ‘check’ books. Current accounts 
were also opened by the Bank of England in its 
early days, yet the cheque system, as we know it, 
was essentially the creation of the London private 
bankers. As already mentioned, they were per- 
mitted by the Act of 1708 to issue notes, but 


finding the Bank of England notes supreme in. 


the metropolis, they had early discontinued the 
practice. Instead they developed deposit bank- 
ing, and by 1773 printed cheques were being 
used to such an extent that a clearing house had 
to be set up. When, sixty years later, in 1833, 
the joint-stock banks were permitted to open 
offices in London, the cheque system was con- 
siderably reinforced. 


SS 
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ECONOMICS IN AN EGALITARIAN SOCIETY 


by A. H. BOULTON, LL.B., A.G.LS. 


The outstanding social phenomenon of the twentieth century is the narrowing EN 
the differential between rich and poor, which had hitherto existed unchanged for 


centuries. In this article an attempt is made to assess some of the long-term results 


OW far, in thirty-five years, Russian 
| communism has succeeded in its aim to 


create a classless society is open to 
argument. Meanwhile Britain, and some other 
countries of the western tradition, without having 
‘any such goal consciously before them, have gone 
a long way towards the creation of an egalitarian 
social order. 
í We have not gone all the way, and it is far from 
certain that to do so would be desirable or possible. 
| We cannot end all class differences because it is 
natural for the human being to sort himself out 
according to his affinities, like cleaving to like, 
but it is becoming evident that education, 
culture and intelligence are very much more 
potent in this segregation of classes than are the 
purely economic factors which. were ged 
all powerful. b 


The Narrowing Differential 

In 1696, one Gregory King compiled ‘statistics 
based on returns for the hearth tax in 1688. He 
purported to show that 160 ‘temporal lords’ 
enjoyed incomes per family of £2,800, whilst at 
`. the other end of the scale, a million families of 
Vv labourers, cottagers and vagrants subsisted on 
an average of £15 per annum per family. A 
hundred years later, the income figures at each 
end of the scale had approximately trebled to 
£8,000 and £40 respectively, but the differential 
remained almost unchanged. Income-tax, of 
course, had not as yet entered the picture. In 
1887, when the wages of the labourer’ were 
approximately fifteen shillings per week, the 
stipends of Her Majesty’s judges were fixed at 
levels up to £8,000 per annum, indicating the 
kind of income which was accepted as proper 
for a leader of society. 

The phenomenon of the twentieth century 
| has been the narrowing of the differential. It is 
| significant that the judges’ stipends have remained 
unchanged for sixty-six years, during which 
period the rates of income-tax have increased to 
their present levels, sur-tax has been born, and 
concurrently with successive inflationary move- 
' ments, the wages of the labourer have increased 
| nearly tenfold. It is manifest that today the ratio 
| between the net incomes of the labourer and the 








. of this change. 


most wealthy, apart from the use of lawful or un- 
lawful devices to evade tax, is of the order ef 1 to 
10 instead of r to roo or 200 as had been the case 
for long centuries until only forty years or so ago. 

The causes of this swift evolutionary change 
are not far to seek. They include taxation from 
above, and pressure from below deriving from 
the bargaining strength of labour in combination. 
Most would agree that society as a whole is richer 
rather than poorer for the change, but whether it 
has now gone far enough or too far would be a 
matter of opinion, with which this article is not 
concerned. Our purpose here is concerned with 
the facts and the future. ` 

Now the facts quoted relate to Britain and are 
common knowledge. Some other countries have 
not gone so far. The U.S.A. is probably on the 
same road, but in some countries of continental 


Europe, extremes of wealth and poverty still 


remain wide, and notwithstanding the passion of 
her rulers for social change, India manifests an 
enormous contrast between classes. Because the 
change has been so recent and because economic 


-effects result from the interplay of forces opera- 


tive on a world scale, the full consequences of the 
narrowing of differentials have not yet been felt, 
but if it is true that the road we have travelled 
in England is one which other peoples will be 
forced to follow, some of the inevitable conse- 
quences are startling. 


Traditional Values 


The first is that our customary ideas of values 


will be upset and a certain range of articles, whose 
monetary value is entirely artificial rather than 


intrinsic, must inevitably lose that value. This 
‘class includes such things. as diamonds, furs,. 


and objets d’art 

That there is an intrinsic value in diamonds 
is an idea which dies hard, but to say that a 
particular stone is worth £5,000 is-true only so 
long as there is someone able and willing to pay 
£5,000 for it. The equally artificial valuation of 
antiques, museum pieces, original manuscripts, 
first editions, old masters, and rare postage’ 
stamps may, to some degree, be maintained by the 
competition between one public collection and 
another; but it is doubtful whether such a buying 
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public, without the influence of the rich private 
collector, will sustain the present values, based 


as they are upon the existence of the rich. It. 


follows that it may today be a doubtful wisdom 
to use expensive jewellery and the objet d’art as a 
means for the long-term locking up of savings. 

This question of savings raises a more immedi- 
ate economic consequence of the narrowing of 
differentials. We are frequently told that the 
country is not saving enough and we know it to 
be true. In the past, however, saving came from 
the surplus of the rich. When, as is now the case, 
the entire population lies within much narrower 
income brackets, the tendency to ‘keep up with 
the Jones’s prevents most people from saving 
more than a small fraction of their income. 
No amount of exhortation is likely to alter this, 
and there is no prospect whatever of the habit of 
saving in the Victorian pattern being resumed. 

It may be that forced saving through taxation 
will be forced upon us by sheer economic 
necessity, with the consequence that dependence 
upon Government sources of finance may lead to 
a quasi-nationalization of industry. The alternative 
of saving within industry by the ploughing back 
of profits can be maintained only when profits 
are high, and may lead to a running done of 
assets in bad times. 


Institutionalizing Investment ` 
The one form of saving which, far from decreas- 
ing, has grown enormously is life assurance, and 
concurrently with it the development of pension 
and provident funds. ‘These probably absorb the 
major part of personal saving today and in con- 
sequence the principal flow of new money into 
investment is institutional. This tendency is 
gradually interposing an impersonal intermediary 
between the actual saver, i.e. the policy holder or 
contributing member of a provident fund, and 
the industrial and commercial entities in which his 
money is invested. This, if continued, will have 
two effects. It will gradually tend to accumulate 
power into the hands of the directors of the great 
insurance companies. It will also cause the limited 
company to be an anachronism. For the whole 
basis of company law and theory is the idea of a 
glorified partnership, conducting its affairs through 
an elected committee. The idea may indeed 
already be anachronistic, belonging as it does to 
a property theory of democracy which has long 
passed out of politics, but even if that theory is 
acceptable, the growth of institutional investment 
will evacuate it of its remaining significance, 
because the true investor will have abdicated 
even his shadowy control. An egalitarian society 
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will need a new theory of the business unit 
and perhaps even a new legal form. 


The Family Business 

The large family business is probably doomed, 
however much we may regret its passing. In the 
past it was possible for enterprise and thrift, 
hand in hand, to build up great businesses from 
humble beginnings. With income-tax, sur-tax and 
death duties at their present levels such develop- 
ment is well nigh impossible, and it is a noticeable 
and regrettable fact that those large family 
businesses which have survived are one by one 
being forced to become public companies. 

While on the one hand private holdings in 
such businesses are placed upon the market, 
and on the other, the new money flowing into 
investment is mainly institutional, we are moving 
gradually to a pattern of ownership in trade and 
industry which, while the legal forms remain 
unchanged, is vastly different from that which 
was in the minds of the architects of the first 
Companies Acts. 

Egalitarianism in society is also imposing a 
new pattern of social life. In the ancient world, 
a man’s wealth was indicated by the size of his 
slave household, and down to the last century 
the number of one’s retainers was an index of 
one’s place in society. After all, it was not difficult 
to surround oneself with menials if the ratio of 
their wages to one’s own income was of the Ser 

of 1-200. 


Now it is different. The well-to-do bam : 


who complains of the servant problem is an ` 


illustration of the current economic revolution. 
In consequence changes have come in the design 
of houses and furniture. The baroque and the 
exuberant have given place to simplicity and 
functional design. It is unlikely that anyone 
would build a mansion today, and those who 
possess them find themselves with a liability 
rather than an asset. Thus real property, which 
by reason of its immovable nature is affected by 
conditions only in our own society and cannot 
have its values sustained by influences in a world 
market, has shown the effect of a levelling of 
society before that effect has become evident in 
the values of movable things. 


To sum up, we are partakers in a vast social, 


revolution. The old landmarks are passing away. 
New values and new patterns of life must emerge, 
for what has happened in the last forty years has 
never happened before in any country through 
the whole of recorded history. For in the sense 
in which the words were used a generation ago, 
there are now neither rich nor poor. 
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SMALLER UNDERTAKINGS 


SERVICES WHICH ACCOUNTANTS CAN RENDER 
by F. T. HUNTER, A.C.A., A.C.W.A. 


HE title of this article may seem to imply that 

an accountant’s service to smaller undertakings 

is different from his service to larger ones. I 
don’t think that this is really true; I suggest that the 
title would be better expressed as ‘In what way can 
the accountant render his services to smaller under- 
takings?’ 

Accountants have certain services to render, and 
those services are precisely the same in any size of 
undertaking. What is different is only how it is done. 
The problems facing large and small concerns are 
basically the same, and mere size only makes the 
problem larger or smaller. It is the same set of 
problems all the time. 

Different businesses obviously have some different 
problems; all businesses have many common prob- 
lems, but there is very rarely. a unique problem that is 
found in one concern only and which has no bearing 
on other concerns. As undertakings grow in size 
there is greater scope and greater need for frills and 
for elaboration, but the basic problems are there just 
the same, 


Types of Accountant 


There are various types of accountant and I do not 
think that this paper should be confined necessarily to 
the accountant in practice, because ‘much valuable 
service is obviously rendered in various ways to large 
` and small undertakings by accountants who have 
taken up appointments in industry. 

Accountants could perhaps be grouped broadly as 
follows: 


(1) Accountants who have really ceased to be pure 
accountants by becoming whole-time executive direc- 
tors and managers. They often combine this sort of 
function with that of finance controller, or chief 
accountant, and there is a Jekyll and Hyde situation. 

(2) Professional accountants: those in practice, who 
undertake auditing, taxation, liquidations, etc. 

(3) Industrial accountants: those who have taken 
up appointments as financial or cost accountants, or 
combinations of both, in industry, including under 
this head such things as banking, i insurance, etc. 

mac) Specialist accountants who are in practice but 

ina specialized field, for example, carrying out a client 
service covered by the current expression ‘management 
accounting’, 

(5) Accountants who have gone into industry but 
on the secretarial side, and have to a large extent 
ceased to be accountants. These are probably com- 
paratively few, and it is much more common for the 
chief accountant to act as company secretary almost as 
a sideline. 

A lecture delivered to the Birmingham and District Society 


of Chartered Accountants on November 17th, 1953. 
Mr R. B. Dixon, President of the Society, was in the chair. 


~ There are endless varieties under these broad 
groups; for example, there are many accountants 
who provide a specialist service to undertakings as 
the whole-time official of a trade association. I do not 
think, however, that it would be very helpful to the 
present subject to try to be more precise. 

- If we examine these broad fields, perhaps I can 
suggest some ways in which accountants can render 
their services to the smaller undertaking under each 
heading. 


Executive Directors and Managers 


Where an accountant has taken up an appointment 
as a whole-time executive director or manager in a 
smaller undertaking, it is-‘likely that he will, because 
of. the size of the undertaking, fulfil more than 
one function. As the undertaking grows this will 
tend to disappear and it becomes one man — one 


-function, until you get to the managing director who 
„may be said to embrace every function. 


In the smaller undertakings, however, there is a 


- distinct possibility that the appointment of an 


accountant to an executive managerial position also 
closes the door to an outside accountant in the purely 
accounting fields, and even in specialist fields. The 
executive may have sufficient spare time to keep 
abreast of modern ideas on accounting, and to in- 
augurate and develop new methods within his 


‘organization. It may not be his precise function but 


if he is energetic and has the time he will do it. 

He may take over the tax work, for example, which 
was formerly done by the auditors; he may act as 
registrar, and look after many other things formerly 
done by outside accountants. 

On the other hand, there are many smaller under- 


-takings where an outside accountant, because of his 


general training and experience, could render most 
valuable service as a part-time executive, while 
carrying on his own day-to-day practice. He is usually 
available at a moment’s notice if a crisis develops, 


` and it can often mean that a small undertaking can 


command, in this way, a quality of executive direc- 
tion that it could not possibly afford on a whole-time 
basis. 

I am not thinking so ) much of the functions such 
as finance director as those of a day-to-day executive 
nature. 

There are many businesses where the attendance, 
say, twice a week of a first-class executive who says 
on Monday, ‘Do this and do that’ and comes back 
on Thursday and says, ‘Have you done it, and if not 
why not? could be all that the concern needed in 
the way of top-level direction. 

In general, however, I think we must acknowledge 
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that the tendency in smaller undertakings, as a result 
of the employment of an accountant as a whole- 
time executive director or manager, would be away 
from the use of outside accountants. We can console 
ourselves, perhaps ruefully, that at least an account- 
ant is doing the job. 


Practising Accountants 
(a) Auditing 
Auditing covers the statutory audit and the internal 
audit. There are restrictions on who can be a statu- 
tory auditor, and without wandering away from my 
brief and discussing the Companies Act, can we 


leave it that in general an auditor carrying out a- 


statutory audit would be an outsider, and we hope 
always a properly qualified practising accountant. 

The service he would nae: ould be exactly the 

same to a large or small concern; he would bring the 
same skill and knowledge to bear, and the only 
difference is that of size. The degrees of complexity 
which go with size-are only refinements of a basic 
function which do not change the basic function 
itself. 
_, Internal auditing is, however, somewhat different. 
There are many concerns of great size which do not 
have anything approaching an internal audit depart- 
ment, but as a generalization it is probably true that 
internal audit departments are found in the larger 
undertakings rather than the smaller. 

Here, it seems to me, there is a wide field for the 
outside professional. It is common po of an 
internal audit department as carrying out a function 
allied to and very. similar in essentials to that of a 
statutory auditor, but the wise concern gives it much 
wider terms of reference and pays close attention to 
whether the authorized system is being carried out 
or whether individual whims and fancies have crept 
in, and, indeed, whether complete duplicate depart- 
ments have not grown up because A. did not trust B. 

There is much scope, therefore, in smaller under- 
takings in persuading them first to lay down what the 
authorized SSC should be, and then to carry 
‘out a periodic check b 2 complete outsiders that these 
procedures and no other are in vogue. In addition, 
there should be regular routine ch of account- 
ing facts and figures of an orthodox auditing nature. 

e procedures themselves should be vetted 
periodically to ensure that they still are valid, and 
that there are not either changes of circumstance, 
nor better methods devised since the original pro- 
cedure was laid down. 

The practising accountant, with his wide experi- 
ence, can quickly sort out the essential facts and 

and provide a relatively cheap but expert 
service that a small concern could probably not 
‘afford if it tried to organize it on a whole-time basis. 
This-sort of work is often referred to as a ‘desk 
audit’. Mr T. G. Rose, in his excellent and well- 
known book!, called it the ‘management audit’. 


1 The Management Audit. Gee & Co (Publishers) Ltd. . 


8 


THE ACCOUNTANT 


(b) Taxation and Similar Matters 
In matters such as taxation, purchase tax procedures, 
census of production, the hundred and one things 
that a practising accountant is asked to do, I doubt 
whether he could do much more in the way- of 
providing a service to his smaller clients than he 
already does. He keeps up to date with new Acts, 
Statutory Rules and Orders, and so forth, and places 
this knowledge and know-how at his cliente’ dis- 
posal. 

There is much competition from banks, solicitors, 
ex-Inspectora of Taxes and the like, and the account- 


ant can only strive to keep his knowledge, experience 


and experttse that much better than that of the 
next man. 

The larger companies very often have their own 
specialist departments such as taxation, but here 
again we find that accountants are prominent and 


are rendering first-class service. 


Industrial Accountants 
So far the only suggestion I have made where the 


outside accountant could perhaps widen his service 


is really in the industrial field. 

Very broadly, industrial accountants fall under 
two heads: financial accountants responsible for 
keeping the books, and cost accountants responsible 
for saying what each product or process costs. There 
are many cases, of course, where the two are merged 
in one official but both are still there as separate 
functions. ` 

I am not trying to belittle nanga accountants in 
saying ‘keeping the books’ and I include under that 
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simple head all the policy-making work that a financial . 


accountant does, in addition to his pedestrian func- 
tion of a book-keeper. Equally, a cost accountant 
embraces a large area of policy-making work in 
interpretation, forecasting and so on. 

we first think of the mechanics of these func- 
tions rather than the theory behind them? 

In the larger businesses there will almost always be 
individuals carrying out the mechanics to a greater 
or lesser degree and there is, perhaps, little scope for 
a better service by outsiders. The work will be done 
by some form of accountant, even if only a self-taught 
one, and let us admit that there are very many most 
expert self-taught mechanics. 

In the smaller businesses, however, the available 
funds very often do not allow of the employment of 


- top-quality men, or even very often adequate men 


rather than top quality. 
A way of dealing with this situation is for profes- 
sional accountants to undertake the work on a part- 


time basis, leaving perhaps the books of EC 
the 


entry to be prepared by the client every day, an 

ledger posting and preparation of accounts being 
carried out by the professional, say, monthly. You 
will, no doubt, all remember a recent article in The 


` Accountant advocating a book-keeping service in. 


which there was a whole-time staff who did nothing 


t 
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else but write up books and prepare accounts for 
clients. There seems to me to be much merit in this 
idea. - 


. Cost Work a 


Similarly with the mechanics of cost work, de 
seems to me to be a field where most useful work 
could be done by professionals on a part-time basis 
for the smaller undertakings, in assembling into 
coherent and intelligible shape the mass of detail 
compiled by the concern’s own staff. 

In this way, small undertakings would have the 
benefit of wide experience drawn from concerns of 
all sizes, and it would be inevitable that not only 


would the work be done perhaps much better but’ 


that new ideas would: be constantly thrown up for 
discussion and trial. 


The smaller clients would, in effect, be having the’ 


services of a staff with much wider scope and experi- 
ence than probably any one man that they employed 
whole-time could have. 

There is the point, also, that many otherwise 
excellent financial or cost accountants do not become 
aware of how to do things in a new and better way 
merely because they have no time to go and find’ out. 
In the larger organizations provision is usually made 
for this and the time-table is sufficiently elastic for 
the top men to take an hour or so off for research. 

Similarly, there is work such as advice on mech- 
anization, which type of system to adopt and go on. 
But probably an adequate service on the whole is 
given in this respect. 


Specialist Accountants 


Turning to the question of how to do things, rather 
than the mechanics of doing them, the door is wide 
open. 

There are specialists who do almost nothing else, 
but far too few of them, and there are, of course, 
many whole-time industrial accountants who are 
experts in all the aspects of this field. 

I profoundly disagree with the gentleman at Scar- 
borough who, during the short discussion on manage- 
ment accounting, said, if I understood him correctly, 
that chartered accountants should recognize their 
limitations and leave this work to those who knew 
how to do it. This is, surely, a defeatist attitude, and 
the correct ‘one to adopt, if one has doubts as to 
one’s knowledge or experience, is to go out and get 
the knowledge and experience. 

Industry is crying out for guidance and this is 
particularly true of the smaller men. By far the largest 
proportion of industry is in the hands of small men, 
and it is a sad thought that a very high proportion 
of worth-while businesses have a life of ten years or 
less. Why is this so? Very often because of sheer 
ignorance of what can be called the ‘economics of 

e business’. 

Chartered accountants can seize this opportunity, _ 
and particularly to their smaller clients, constantly 
preach the gospel. Without trying to appear grand- 
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fatherly or clever myself, may I stress that before 
adopting such a policy you must know what you are ` 
talking about, you must be convinced that the ideas 
and techniques that are embraced by management 
accounting are the true gospel, and that the old ideas 
and methods such as accounts once or twice per 
annum are not good enough today. 

One often meets the argument that the smaller 
undertaking cannot afford expensive experts, but this 
is met, I think to some extent, by part-time service. 
The outside adviser can lay down what should be 
done and come back at regular intervals to see that 
it is done, and lay down the next step. 

The interpretation of the results and the policy 
guidance that should flow therefrom can be given 
also by the outsider at regular meetings. There is 
much to be said for this method, where the outside 
expert is retained on a more or less permanent basis; 

Very often, however, it is no cheaper in the long 
run for the installation work to be spread over an 
extended period. It is often much better for it to be 
done completely at the outset and then for the out- 
sider to become a part-time interpreter and adviser. 

In the smaller undertakings there will probably be 
less frills and detail than in a larger one, and more is 
apparent from comprehensive personal knowledge 
than can be possible in a mammoth organization. 
But basically the problems are just the same. 

I am not saying that there are few large organiza- 
tions which require expert accounting advice. There 
are very many which need it badly but in general, as 
‘organizations grow, so can the quality of the staff 
- grow. This means that there is less scope, probably, 
for continuing expert advice and guidance after the 
initial installation period. There are enough top-class 
men available in the larger organizations who can 
absorb the knowledge, and acquire the necessary 
skill in interpretation. 

‘It is, in the present development of the use of 
management accounting, far harder to draw a dis- 
tinction between a service to large as against small 
undertakings because the need is so great throughout 
industry. There are signs, however, of an awakening, 
and a suspicion, perhaps dim as yet, that those of 
us who specialize in this field have something of 
real value to offer. 

I can only emphasize that, in my view, chartered 
accountants have a priceless opportunity now, but it 
must be seized now and not tomorrow. If it is left 
until tomorrow others will seize it today. 


Company Secretaries 


In the company secretarial field the pattern is much 
the same as I have suggested in other fields. The 
larger concerns can, and indeed obviously must, 
employ whole-time secretaries. In the smaller con- 
cerns there is often either the combination of the 
duties of secretary arid chief accountant, or there is 
the employment of an outside professional as the 
secretary on a part-time basis. 
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I am well aware that many firms already do much 
of this work, and some have departments which are 
set up to provide this service exclusively, particularly 
to trade associations and the like rather than individual 
companies. 

Again, I doubt whether a better service could be 
provided than is already available. The professional 
has his knowledge and skill and places it at his 
clients’ disposal, large or small. 


Conclusion 

There are doubtless many more pointa I could have 
mentioned but it seems to me that always one comes 
back to the position that it is not the service itself 
that is different between large and small concerns; it 
is only how that service is carried out. 

In general, the large concern does much of the 
work for itself, and where the work is that of account- 
ancy it hires accountants of the right calibre and 
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experience. In the smaller concerns there is less scope 
for employing whole-time accountants of the neces- 
sary quality and the professional can fill this gap by 
providing a part-time service, either in the way of 
doing the work, the mechanics, or in the way of 
giving advice on what to do — the science. 

But there is the provision all the time by account- 
ants of the same basic service. 

Where I see an opening for a greater service is, as 
I have suggested, in the field of management account- 
ing, and here again there is much the same picture 
of a whole-time or part-time service. 

There is this difference, however, in that manage- 
ment accounting is something a little newer and 
there is much scope for general education of industry, 
both large and small, in a number of fundamental 
principles that are all too slowly gaining recognition. 
This is the chartered accountant’s real opportunity, 
and it only knocks once. 


QUESTIONS FOR CHRISTMAS 


The answers will be found elsewhere in this issue 


Bus and Tram 


1. What Victorian poet died of heart failure 
_ while running after a tram-car in Liverpool? 
2. Which eight central London bus routes 
traverse the entire length of Piccadilly? 

3. What is the derivation of the word ‘tram’? 
4. ‘He thought he saw a Banker’s Clerk 

Descending from the bus: 

He looked again, and found it was 

A... What? 

5. Who wrote The Celestial Omnia 


Cock and Bull 


6. What was to be the reward of Wilfrid Shadbolt 
for telling ‘a tale of cock and bull’? 

7. Who remembered on his deathbed that he 
owed a cock to Aesculapius? 

8. What is an ‘aficionado’? 

g. Which country is known as ‘the cockpit of 
Europe’? 


‘to. What is: (a) a cockabondy; (b) a cockatrice; 


(c) a cockchafer? 


Crime and Punishment 


11. What are the titles of the four full-length 
Sherlock Holmes stories by Conan Doyle? 

12. What is a ‘yegg’? 

13. Who is the present Director of Public 
Prosecutions? 

What Dickens character was ‘the child of the 
Marshalsea’? 

15. What imaginary operatic criminal, even after 


14. 


death, ‘clearly knew the deference due to a 
man of pedigree’? 
Cup and Lip 
16, Who wrote of ‘the cups that cheer but not 
inebriate’? 
r7. Who was the last British challenger -for the 
America’s Cup? 


18. What golf event has as its trophy: (a) the 


p 
si 


Curtis Cup; (b) the Wood Cup; (c) the : 


- Halford Hewitt Cup? 

19. Who had lips like ‘a thread of scarlet’? 

. Who scored the winning goal in the F.A. 
cup final this year? 


Errors and Omissions 
21. What are the two principal remedies available 
to a plaintiff in an action in tort? 
Who said ‘To err is human, to forgive divine’? 
On what two fundamental points must a 
person. satisfy the Court if he claims that a 
contract is void because he entered upon it 
under a mistake? 
. What R. L. Stevenson character had ` a grand 
memory for forgetting’? 
What sin did Browning ‘impute to each 
frustrate ghost’? 


22. 
23. 


25. 


. Fire and Water 

Who ‘warmed both hands before the fire of 
life’? 

What, in area, is the largest lake in (a) Asia; 
(b) North America; (c) Africa? 


26. 


27. 
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k 29. 
| 30. 


. Who 


Who ‘took water and washed his hands 
before the multitude’? 

What is heavy water? 

What was the rhyming response of the people 
passing in the street, to Hilaire Belloc’s 
Matilda, every time she shouted ‘fire’? 


Goods and Chattels 


. What is (a) a jardinière; (b) a teapoy; (c) an 


étagère? 


. What is chattelism? 
. Who often wondered ‘what the vintners buy 


one half so precious’ as the goods they sell’? 


. What doleful yet hopeful Gilbertian character 


was ‘a man of propertee’? 


. Who advised Pip to ‘get hold of portable 


property’? 
Hand and Glove 


. Who lamented that ‘all the perfumes of 


Arabia will not sweeten this little hand’? 


. What are the hand movements denoted by the | 


terms ‘pronation’ and ‘supination’? 


. Who was asked and by whom: 


“Why do you walk through the fields in 
gloves . . . missing so much and so much??? 


. Who were the five members of the Cabal in 


the reign of Charles IT? 


. Who, on his way to a wedding, was held back ` 


by ‘a skinny hand’? 
Heaven and Earth 


. What is turbary? 
. What, according to Blake, ‘puts all Heaven in 


a rage’? 


. What is the estimated weight of the earth? 
. What three gods divided the universe into 


the heavens, the sea and the underworld and 
drew lots for them?’ 


. What city building exterior bears the in- 


scription ‘ The earth is the Lord’s, and the 
fulness thereof’? 


Man and Superman 
bestrode ‘the narrow world like a 
Colossus’? 


. Who wrote the following novels: (a) When 


A Man’s Single; (b) Of Mice and Men; (c) 


` God’s Good Man? 
. Who said ‘Man-is only a reed, the weakest 


thing in nature; but he is a thinking reed’? 


. Who played the leading parts in the film 


called The Thin Man? 


. Who said ‘If I have seen a little further than 


others it is because I have stood on the 
shoulders of giants’? 


ye 
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52. 
53. 


54 
55- 


56. 


57. 
58. 


59. 
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Odds and Ends 


What is the meaning in roulette of (a) 
rouge et noit; (b) patr et impair; (c) passe et 
manque? 

What are the odds against throwing a double 
six with two dice? ` 

What is serendipity? 

What are (a) end-irons; (b) andirons? 

What are the termini of the Piccadilly under- 
ground line? 


Pride and Prejudice 


‘Pride goeth . . before a fall’. What are the 
missing words of the quotation and what is 
the source? 

What essayist said that he was ‘a bundle of 
prejudices’? 

Who said to Juliet ‘Thank me no thankings 
nor proud me no prouds’? 

What was Pride’s Purge? 


60. Who was advised to clear his mind of cant? 


70. 


41, 
72. 
73- 


-74 


Publicans and Sinners 


1. Who asked ‘Why eateth your master with 


publicans and sinners?’? 


. What is the derivation of the public-house 


sign The Bull and Gate? 


. Who fought a private war for the possession 


of the Potwell Innè 
Who was a man ‘more sinned against then 
sinning’? 


. Who wrote (a) Poet: Pub; (b) An Innkeeper’s 


Diary; (c) No Room at the Inn? 


Rates and Taxes 


. What historic Act virtually established the 


present basis of local rating? 


. By what statute are receipts for salaries and 


wages exempt from stamp duty? 


. Who said that ‘in this world, nothing can be 


said to be certain, except death and taxes’? 


. What is the rate of estate duty on estates in 


excess of £1 million? : 
What is the maximum value of certificates of 
post-war credit an individual may hold? 


Royal and Ancient 


What are the measurements of a royal 
octavo book? 
What street in Paris runs from the Place 

de la Madeleine to the Place de la Concorde 
What is the derivation of the word ‘ancient’? 
Where in London is (a) the Royal Academy 
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75 


76. 


77- 
78. 
79- 


8o. 


Hr. 


82. 
83. 


84. 


85. 


86. 


87. 


of Dramatic Art; (b) the Royal College of 
Music; (c) the Royal Free Hospital? 

Who thought it a glorious thing to be ‘a 
right-down regular Royal Queen’? 


Sports and Pastimes 
What s 
places (a) Carsebreck; (b) the Hawthorns; 
(c) Winged Foot? 
What is a doubleton? 


What Test Match in 1948 was won off the. 


last possible ball? ; 

Who was (a) Jack Broughton; (b) Jobn 
Roberts; (c) Edward Whymper? 

Who was the last champion jockey SE to 
Sir Gordon Richards? 


Sweet and Kane 
Who said: 
‘Now of my three score years and ten - 
Twenty will not come again’? 


What are the alternative names for (a) . 


sweet amber; (b) sweet bay; (c) sweet gale? 
Who wrote o Portrait of the Artist as a 
Young Man; (b) Portrait of the Artist as a 
Young Dog? 

Who said: 

‘Now all the youth of England are on fire 
And silken dalliance in the wardrobe lies’? 


What is the remainder of the e which ` 
begins ‘What’s in a name? .. .’? ; 


Time and Tide 
Who introduced the daylight saving scheme 
to this country and in what year was it first 


put into practice? 
Who wrote- g The Time Machine; (b)` An 


ports are associated with the following 
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Experiment with Time, (c) Time ‘and the 
Conways? 

What was the peculiarity of the god Janus% 
after which January is named? 


. What is the outermost planet of the solar 


system? 


. What event did The Riddle of the Sands, by 


Erskine Childers, published in 1903, foretell? 
Town and Country > 


. What Scottish town has an unsurpassed ~ 


reputation for ‘honest men and bonny 
lasses’? 


. Who was ‘Ernest i in town and Jack in the 


country’? 


. What is the county town of (a) Rutland: (b) 


Fife; (c) Merioneth? 
Who wrote ihe Astonishing History of Troy 
Town? 


. Who played the name part in the film 


Mr Deeds Goes to Town? 
Travelling and Entertaining ~ 


. Who deemed that ‘to travel hopefully is a 


better thing than to arrive’? 


. What is the London train terminus for (a) 


Basingstoke; (b) Beaconsfield; (c) Bedford? 


. What travel romance begins: ‘I was born in 


the year 1632, in the city of York, of a good 
family, though not of that country, my father 
being a foreigner of Bremen, who settled 
first at Hull’? 

Who wrote of a traveller from New Zealand 
standing on a broken arch of London Bridge 
and sketching the ruins of St Pauls? 


100. Who said: ‘I shall dine late; but the dining- 


room will be well lighted, the guests few and 
select’? 


GILBERT AND SULLIVAN DOUBLE ACROSTIC 


by HUGH TIERNEY,-C.A. 


Uprights 


` _ No minstrel hel Ee 
Half man, half fairy here before our eyes! 


in disguisel 


Lights 


D) E NS known to Grosvenor, I declare. 


eyed his mirror and beheld it there. 


(4) 


Both Rose and Wells declared it much SE 
To aid oneself, when eating peas, with this. 


(5) The mob did this, to Katisha’s dismay. 


(6) 
(7) 


You’d slake your thirst? Tea’s served outside 


today. 
His tices a lengthy list would make: 
A bribe and many more he’d undertake. 
This classic poet thrice is named, I trow. 
The 


(2) The EE has it, ‘Old as hills’, This E 
Despite his lineage, lost both hill and 
(3) His lordship thrice this adverb E 


When be the CSS "d one’s beauty emphasized. 


le in Iolanthe you need now. 
(8) The last the Don provides: it’s plain 
"Tis what a party leader might maintain. 
The solution appears on another page. 


The Landlord and Tenant Bill 


' The Landlord and Tenant Bill! which is to give 
; effect to the Government’s proposals on leasehold 
reform, has now been published. The proposals were 
| contained in a White. Paper (Cmd. 8713) which we 
` reviewed in our issue of February 7th, 1953. The 
Bill contains sixty-six clauses and nine schedules and 
covers sixty-five pages. Part I deals ‘with security of 
tenure for residential tenants who are outside the 
| Rent Restriction Acts. In general it applies to 
, tenancies of twenty-one years or more at a rent less 
than two-thirds of the rateable value, where the low- 
‘ness of the rent takes the case out of the Rent 
! Restriction Acts. On the termination of the lease, the 
‘tenant will be entitled to retain possession as a 
| Statutory tenant under those Acts unless the landlord 
can satisfy the County Court that he is entitled to 
~ possession on certain grounds. The terms on which 
the tenant retains possession are to be settled by the 
parties or, if they cannot agree, by the County Court. 
The landlord can carry out ‘initial repairs’ and recover 
:the cost from the tenant to the extent to which the 
| repairs are a consequence of the tenant’s own default. 
The rent is to be a reasonable rent, after taking the 
repairs, if any, into account. A sub-tenant occupying 
residential premises is, subject to certain exceptions, 
‘to have the benefit of the Rent Restriction Acts on the 
coming to an end of a superior long tenancy at a low 
rent. 

Part II provides security of tenure for tenants 

‘occupying business premises. The tenancies subject 
to the Bill are to be terminable only by landlord or 
1 tenant giving notice in accordance with the Bill. The 
i tenant is entitled to apply to the County Court (the 
‘High Court if the rateable value exceeds £500) for a 
new tenancy. Where the landlord successfully 
opposes the application the tenant may be granted 
“compensation in certain circumstances. 
; Part III of the Bill makes a number of minor 
amendments to the Landlord and Tenant Act, 1927, 
lin relation to compensation for improvements in 
| business premises. 

Part IV is a hotchpotch of miscellaneous pro- 
visions relating to the law of landlord and tenant. 
The Act is to come into operation next October. We 
‘hope to discuss the provisions of the Bill in more 
| detail in a subsequent issue. 


The Charitable Trusts (Validation) Bill 


(The text of the Charitable ‘Trusts (Validation) Da 
has now been published. Its object is to validate certain 
trusts contained in instruments which took effect 
before December 16th, 1952, when the Nathan report 








|1 Bill 48. H.M.S.O. as. net. 
2 Bill 18 (H..L.) H.M.S.O. 4d net. 
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was published. We reviewed this report in our issue 
of January 3rd, 1953, and we reported the intentions 
of the Government, now embodied in the Bill, in our 
issue of August ist. The Bill comes to the aid of 
charitable trusts which have been found to be invalid 
because they include in their objects purposes which 
are not strictly charitable. Clause 1 provides that 
these trusts are to be treated as charitable trusts and 
as having at all times been so, thus validating past 
invalid applications of the trust property. For the 
future, the non-charitable objects are not to be 
followed. By clause 2 it is provided that the Bill shall . 
not apply to trusts which have been treated as invalid 
before December 16th, 1952. Persons who would 
have a claim to property subject to a trust if the trust 
were held invalid are dealt with in clause 3. In general 
they may bring a claim within one year after the 
passing of the Act, but they must show that their 
right accrued within six years before December 16th, 
1952. The Act is not to apply for the purpose of legal 


` proceedings begun before that date, nor is it to 


increase liability to income-tax for any period before 
its commencement nor entitle any person to: repay- 
ment of tax borne before that commencement. 


Down with Taxes 


The Association of British Chambers of Commerce 
has sent a letter to the Chancellor of the Exchequer 
about the Budget for 1954-55. The Association 
expresses the opinion that industry is ready for a 
repetition of the kind of stimulus which was given in 
the last Budget, and that tax reductions can be 
achieved by increased yield of existing taxes and by 
economy in administration, not to mention a raid on 
the National Land Fund. The letter accordingly calls 


- for a reduction in income-tax rates and in purchase 


tax, with a flat rate for profits tax pending its repeal 
‘as soon as funds permit’. A reduction of sixpence a 
gallon in the petrol tax is algo asked for. Other points 
made by the letter are the desirability of accelerating 
repayment of post-war credit, the need to recognize 
the changed value of money in the provisions for wear 
and tear on industrial equipment, the question of the 
provision of retirement benefits by self-employed 
persons and directors of controlled companies, and 
the desirability of exempting overseas income and 


removing the power of the Treasury to veto the 


emigration of a company. 

The Association has also published a booklet con- 
sisting of a report by its Finance and Taxation Com- 
mittee on the purchase tax, and the recommendation 
of the Executive Council thereon. The Executive 
Council concludes that the tax in its present form 
should be withdrawn as soon as possible. In the 
meantime it should be reduced by instalments of 
material size, instead of by narrowing its range, and 
there should be a review of the present classifications. 
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Services for Export 


It must always remain that the most difficult aspects 
of exporting are obtaining the business and keeping 
the goodwill of the customer until and after delivery 
has been made. In spite of this, however, there is still 
a good deal which can be done in the way of dis- 
seminating information about the export facilities 
which exist in this country. 

Over last week-end the Board of Trade circularized 
50,000 manufacturers about the Government services 
which exist to assist the exporter. These services 
cover a world-wide information service from British 
officials on the spot and the Export Credits Guarantee 
Department facilities. This last service has done a 
great deal of good work in shielding the British 
exporter from some of the worst consequences of 
currency chaos — its activities in connection with the 
recent Brazilian exchange difficulties are by now well 
known. It has now been revealed that the department 
did good work as well when the Australian import 
cuts were suddenly imposed. 

There are two ways in which official activity of this 
kind could provide invaluable assistance to the 
exporter. The first of these is in providing a flow. of 
information from various quarters throughout the 
world on a scale which is quite beyond the means of 
any non-official organization and a similar compre- 
hensiveness and scale of resources makes it peculiarly 
suited to offer insurance cover. In these respects the 
department concerned offers very good service. The 
second way in which it can help is to bring to its 
activities some flavour of personal service — an 
element which it is exceedingly difficult for a Govern- 
ment department to introduce. Informality in place 
of forms and formality is always a goal which it is 
worth setting for a department which deals with 
industry on questions of information and service. 


Trade Gap Narrows 


The trade results for November will set the economists 
rethinking about one of their most widely-held 
theories of the state of the economy this autumn. It 
has been thought that the difficulty in selling exports 
has been eo great that goods destined originally for 
the export market have been finding themselves back 
in the home market where they have helped to mop 
up purchasing power which might otherwise have 
. generated a certain amount of inflationary potential. 
The November export and import figures do not give 
the lie to this in a direct way but they suggest that the 
truth of the matter may be rather more complicated 
than had at one time been thought. 

The trade gap has in fact been shrinking in quite a 
satisfactory manner in the second half of this year. 
By October it was down to £42-9 million and last 
month it fell further to £23°5 million. It has been 
noticeable that it has been those sterling countries 
which cut back their imports last year to defend their 
exchange reserves and those countries outside the 
sterling area which had until recently been short of 
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sterling, which have been taking a larger amount of 
British exports. That is to say, recent currency, 
relaxations within the sterling area and the improved, 
supply of sterling outside it (which has been made" 
possible by these non-sterling countries borrowing 
£s from such sources as the International Monetary 
Fund) have together made higher purchases in 
sterling possible. 

Optimism or pessimism about exports is generated 
by the particular run of external trade figures which 
are analysed. If the last few months only are examined 
there is some ground for optimism about the resilience 
of British exports. If the year 1953 is taken (or the 
first eleven months of it), the picture is more gloomy, 
for exports are then seen to be just below those of the 
year before. Which viewpoint is right depends on the 
trend from now on. If the improvement is main- 
tained then the optimists will be justified; if not, the 
recent better figures will turn out to have been little 
more than a once-only windfall gain. 


Another Estate Duty Memorandum 


The latest memorandum (at the time of going to press) 
to be submitted to the Inland Revenue on the 
anomalies of estate duty law and practice, is by the 
Institute of Taxation. It confines itself to main prin- 
ciples of valuation and major anomalies. In general the 
points made by the memorandum are similar to those 
made by other professional bodies. It is, however, 
interesting to observe that the Institute has not found 
any case where negative goodwill has been allowed asa 
deduction in a valuation under the Finance Act, 1940, 
Section 55, notwithstanding the statement made in 
Parliament by the Economic Secretary to the 
Treasury on June 23rd last. The Institute argues 
that in any case the principle ought to be embodied 
in a statute and not left to a practice ‘of which it can 
be said that large numbers of experienced practitioners 
have never seen an example’. The memorandum also 
criticizes the present practice in relation to agricul-. 
tural land held by a partnership, as well as in relation to 
such land held by a company to whose shares Section 
55 is applied. The present practice of the Estate Duty 
Office in relation to partnership land is set out in the 
memorandum. Whatever its legal basis, it is certainly 
lacking in logic as far as the layman is concerned. 

The Institute recommends that the taxpayer should 
be able to postpone payment of duty under Section 55 
for up to five years until an arm’s-length sale of 
shares takes place; that Sections Ap o 54 of the 
Finance Act, 1940, be re-cast and rendered inoperative 
in relation to events occurring five years before the 
death; and that a special tribunal of fact and valuation 
be set up for estate duty purposes, and be composed 
of one official representative, one professional mem- 
ber, and one representative of industry. The sub- 
missions to such a tribunal would in the first place 
be in writing. Other recommendations made by the 
Institute are similar to those made. by other bodies 
and reported by us. : 
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à FINANCE AND COMMERCE 


aA 


Uncertainties over wage disputes have kept stock- 
markets in check. There has been little pressure to 
sell, however, and the general undertone remains 
firm. Higher industrial company dividends have 
assisted in maintaining a fair degree of confidence in 
the longer-term market trend. 


Court Line’ 


Shareholders i in Court Line Ltd, whose accounts we 
teprint this week, have had an exciting time. They 
have seen the market value of their 1s shares rise from 
"bd to 8s and fall back to under 6s, and despite a 
substantial fall in trading profits to less than half 
the previous figure, they find the amount distributed 
in dividend nearly doubled. 
| Court Line rs shares have been the subject of 
Stock Exchange speculation on rumours of a take- 
(over bid. Mr J. P. Philipps, the chairman, admits in 
“his statement that ‘in the spring we had the second 
tentative approach made to us inside a year’ but no 
figure was ever mentioned nor ‘if on existed at all’ 
has the identity of the principals been divulged. 
These methods, he says, are bad for the interests of 


genuine long-term shareholders and make it intoler- 
able for management and staff who are kept in a 
state of insecurity undermining their morale and 
their efficiency. 

Whether the board were right in the action they 
took to deal with this situation, however, is arguable. 
‘As the principals, if ever there were any, once 
again failed to declare themselves,’ says Mr Philipps, 
‘I and my board determined upon steps to discourage 
their activities with a minimum of disturbance.’ 
They declared a ‘very substantial interim dividend’ 
of 50 per cent ‘out of the earnings of the year’. 
They believed it would raise the market value of the 
shares to ‘somewhere hearer the true value of our 
assets’. 

They were ‘driven to do this with regret’ but the 
‘only alternative available to us would have been to 
make a public statement as we did in the first case’, 
Mr Philipps says their experience on that occasion 
suggested that to have done so would have unleashed 
speculative buying of the shares rather than genuine 
investment buying. 


‘What it did, of course, was to put petrol on the 





t COURT LINE LIMITED 
` Balance Sheet as at June 30th, 1953 








Liabilities 
' 1952 
| £ £ £ 
| Share Capital 
250,000 Authorized 1,000,000 
| tems 20,000,000 Ordinary Shares of Is ve 
` each 
j t 
, 418,125. Issued .. Së DÉI DÉI és 472,500 
9,450,000 Ordinary Shares of Is 
each, fully pald 
Reserves D 
Share oe E d oe ~~ 
Capital 1,077,475 
General 100, 
Contingency and Survey 785,000 
Pension Equalization De 14,895 
Profit and Loss Account Balance |. 144,949 
2,123,319 
2,594,819 
Current Liabilities and Provisions 
Trade Creditors, Provisions and 
50,431 Accrued Charges .. 35,373 
Provision for Taxation including Tax- 
618,115 ation on the profit of the year 530,463 
58 Unclaimed Dividends a 8,681 
Proposed Final Dividend less + Income- 
93,024 ve 32,484 
| 761,628 607,001 
‘ Recelpts In excess of payments on un- 
| 203,435 completed voyages at June 30th, 1953 270,780 
| £3,525,092 £3,472,600 








d 





Assots 
1952 
£ £ £ 
Fixed Assats 
Fleet, ac Cost, and Payments on Ac- 
count of Tonnage ES less 
Depreciation ` 808,604 
Current Assets 
Government Securlties at Cost 1,474,964 
(Market value £1,485,000) 
Debtors and Payments In Advance .. 26,684 
Insurance Premiums pald in Advance 34,342 
Tax Reserve Certificates am 
Cash at Bank and In hand ., 1,128,006 
2,663,996 
Note 
1, By the Companies (Shipping Companies Ex- 
emption) Order, 1948, the mpany is exempt 
from disclosing certain information relating to 
Reserves and Provisions and changes therein, and 
certain detalls of Fixed Assets and the Deprech- 
tion thereof, and these Accounts have been pre- 
pared accordingly. s 
2. it ls difficult to estimate the outstanding 
capital commitments in respect of the vessels 
contracted for owlng to late delivery, but at 
present it would amount to about £1750, s 
J, P. PHILIPPS, 
Directors, 
F. W. SAUNDERS, 
£3,525,092 £3,472,600 





i Report of the Auditors to the Members of Court Line Limited 


| We have obtained all the information and explanations which to tha best of our knowledga and bellef ware necessary for the purposes of our audit, 


in our opinion proper books of account have been kept by the Company so far as appears from our examination of them. We have examined the above 
Balance Sheet and annexed Profit and Loss Account which are in agreement with the books of account. In our opinion, and to the best of our Information, 
and according to the explanations given to us the sald Accounts give the Information required by the Companies Act, 1948, In tha manner authorized by 
the Companies (Shipping Companies Exemption) Order 1948, and on this basis the Balance Sheet t gives a true and fair vlew of tho state of the Company's 
affairs as at June 30th, 1953, and the Profit and Loss Account gives a true and fair view of the Profit for the year ended on that date. 


4b Frederick's Place, FORD, RHODES, WILLIAMS & CO, 


Old Jewry, London, EC2. Chartered Accountants. 
November lOth, 1953. Si 
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COURT LINE LIMITED i 
Profit and Loss Account for the year ended June 30th, 1953 





1952 
È 











Income | 
Profit on Vi ea completed at 
June 30th, 1953, after charging 
708,062 Depreciation... Aa i 283,302. 
25,852 © interest (Gross ae deg Ss 41,487 
3 Interest on Government Securities 
Nu ross) .. ae ea SEI 8,750 
Miscellaneous Items relating to 
16,119 previous years .. R DS 31,633 
463 ransfer Fees 291 
750,497 - - 365,463 
à nditure x 
6,634 undry Disbursements e +. 7,730 
penses in ‘connection with ine 
Ni crease of ie «5,072 
1,200 Directors’ Fees 1,200 
500 Audit Fee 500 
8,334 — —— 14,502 
742,163 y 350,961 
Provision for Taxation 4 
Income-tax deducted from Invest- 
— ment Income `. va re 3,937 
321,000 Income-tax ec? Si ++ 125,000 
109,000 Profits Tax (1953) .. sex .. 69,813 
20,000 Excess Profits Levy (1953) Se Se — 
450,000 - 198,750 
e Less Provision In earlier years no A 
D ve longer required dE .. 45,000 
——— 153,750 
292,163 Net Profit .. Ja Ké e? 197,211 
Add Balance brought forward : 
106,020 from previous year ., ve 145,159 
398,183 P d 342,370 
ppropriations ~ 
000 Conant Reserve ` oe Ss — 
115,000 Contingency and Survey Reserve.. 35,000 
* Dividend ` 
Interim Dividend of 6d per Share, 
less Income-tax, pald June 17th, g 
— 53 CN ne = .. (29,937 
S Pro Final Dividend of (Ad per — 
93,024 Share, lass Income-tax .. Gi 
253,024 — - — 19,421 
£145,159 Balance carried to Balance Sheet .. £144,949 





fire that already existed. In addition to the take-over 
talk, the market began to discount something big 
` in the way of a final dividend. It is against normal 
experience for a company to declare a bigger interim 
than final payment. From 4s 6d at the time of the 
interim declaration, the market went on to its 8s 
peak. vi 

At is easy to be wise after the event and so easy to 
say that the board’s purpose behind the inflated 
interim should have been explained at the time, 
which was just before the Coronation. But this view 
is considerably strengthened by their subsequent 
action in recommending a final distribution of only 
124 per cent, admittedly making substantially more 
for the year but against normal experience. 

The board’s purpose seems more confused by two 
further statements by-the chairman. One is that after 
last year’s effort to produce prompt accounts, an 
experiment which ‘proved very costly in the dis- 
organization it caused’, they decided on the interim 
payment to save shareholders from suffering hardship 
through waiting, as in earlier years, till November or 
December for a dividend. The other is that they 
‘decided to mark this eventful year by the payment of 
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an interim dividend at the time of Her Maijesty’s 
Coronation’. S 
It seems to be a case of trying to kill three bird 
with one interim and getting both barrels jammed." ; 


Tax Argument S 

Mr R. A. Chadwick, chairman of J. Hepworth 
Son Ltd, the tailors, tells shareholders this year of the 
outcome of a long argument with the Inland Revenue 
over the method of assessment following the split 
of the business into two companies in 1948. It was a 
question of how much should be assessable on the 
parent company and how much on the subsidiary 
involving technicalities about Schedules ‘A’ and ‘D’: 
It was an important matter because.the manner of the 
settlement would set the basis for future assessments. 

These questions could not be finally settled until 
early this year. Meantime, both companies had made 
tax reserves against the day of reckoning. When the 
tax decision was received, it was found that the parent 
was over-reserved and the trading company under-., 
reserved. The necessary adjustments liave been made * 


“in the present accounts. There is a swollen tax 


charge falling on the trading company to make good 
the under-reserve and in the parent’s tax account 
there is a £50,000 surplus not required which has 
been transferred to general reserve. 


Wool Price Fears 


Discussing the trade outlook, Mr Chadwick is 
evidently worried about the future course of wool 
prices and the effect on cloth prices. During the 
current year, he says, the price of 64 worsted tops 
has fortunately remained comparatively stable varying 
from about 148d to 168d per lb. But it is still a very 
high price, he points out, compared with the pre-war 
price of about 28d per Ib. Are 64 tops to settle down at > 
about 150d and remain henceforward at five times the 
pre-war figure? he asks. Or will there be a fall and if 
so, when will it come? Delivery dates, he adds, are 
still as long as ever. Cloth bought today on the basis 
of 155d per lb will be made into suits selling in the 
Spring ot 1955. N 
So long as distant forward buying is necessary to 


ensure supplies for our labour force, Mr Chadwick 


declares, it is obvious that a sharp fall in cloth prices is 
bound to hit the wholesale clothing trade hard. No 
one can tell when or how the fall will come and 
obviously the only wise thing to do will be to husband 
resources. 

The industry, it may be noted, has already had a 
very severe experience in consequence of the rise 
in the price of wool to 248d per lb in 1951 and the, 
subsequent fall. 4 


‘Money Market e 
Treasury bill applications totalled £368,480,000 on 
December ‘11th and at a maintained bid the market 
obtained 58 per cent of requirements. The average 
rate was £2 Is r11-98d per cent. This week’s offer is 
£250 million. 
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The Accountants’ Christian Fellowship 


Sir,~ The first meeting of the Fellowship, as 

E in your columns, took place recently. in 
ndon, and a most encouraging start was made 

with about one hundred accountants turning up in 

support; the meeting had throu pane Pat Geng 

quality which can only be called ‘ins 

Those present at the meeting slected th the following 

persons as officers and committee members: 

Chairman: Mr W. R. Booth, A.C.A., A.S.A.A. 

Hon. Treasurer: Mr J. Waldron, A.C.A. 

Hon. Secretary: Mr Bruce Jones, C.A. 

-Committee: Messrs R. J. Carter, B.COM., F.C.A.; 

. J. Ginnings, F.C.A., F.S.4.A.; I I. Williamson, A.C.A; 

. C. Steare, a.c.a.; A. Baird-Woolston (student memi- 

ber of the committee), 

ci In view of the fact that the annual service arranged 

y the Council of the Institute will take place on 

Geesen January 6th, 1954, the committee feel 

that this would be an appropriate day for all those 

= to join,in a corporate service of Holy 





mmunion at St Mary Woolnoth (junction of King 
liam Street and Lombard Street), at 6 p.m. on the 
e evening. 

The committee hopes to announce on this occasion 
the time and place of future regular prayer eee 
Finally, sir, I would like to express the thanks of 
the committee for the help you have given us through 
your correspondence columns. 

Yours faithfully, 

BRUCE JONES, Hon. Secretary, - 

< THE ACCOUNTANTS’ CHRISTIAN FELLOWSHIP. 

Wembley Park, Middlesex. 


b Replacement Cost: A Student’s Views 
‘Sir, — There has recently been much discussion and 
controversy concerning the ‘replacement cost’ theory 
and in putting forward my views I, as befits a student, 
am well aware that I have much to learn on this and 
other subjects. However, I feel that it may be of 
interest to the elders of the profession to ascertain 
ow the ideas of at least one student are developing 
on the subject and the extent to which the student 
, Fequires correction and guidance. 
; | The controversy, as I understand it in its simplest 
orm, is whether depreciation should be based on the 
rical (actual) price of an.asset or upon its replace- 
ment (present) price, for the purpose of ascertaining 
,~ profit. The advocates of the ‘replacement cost’ theory 
D bay (I realize that I am simplifying this) that unless 
depreciation is calculated. on the basis of current 
values, the profits will be over-stated, since no pro- 
ision would have been made for the increased cost 
pi replacement. 
If in stating the problem as I see it, I have appalled. 
some, I fear that they. will be even more appalled - 
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- when I venture to express my own opinion. However, 


I would beg them to be tolerant of inexperience 
blundering in the darkness of ignorance. 

When I state that I really see no genuine conflict 
of fundamentals, it might seem flippant and even im- 
pertinent, but that is in fact my view, though my 
attitude is certainly not as described above. I think - 


- that two separate matters have been confused, one 


being the ascertainment of profit, the other the 
provision of capital. 

Perhaps this might best be illustrated with a simple 
example: A person buys a machine which has a life 
of one year at a cost of £100 (that is, his capital out- 
lay is £100). With this he is able to produce goods - 
during the year upon which he makes a profit of £500. 
Therefore on the historical basis — £500 less exhaust- 
ion of capital outlay, £100, gives a profit of £400. If, 
however, the cost of replacing the machine has risen 
to £150, I understand the advocates of the ‘replace- 
ment theory’ to say that the profit is only £350, being 
£500 less the amount required for future capital out- 
lay. I maintain that the future capital outlay is quite 
irrelevant to the ascertainment of profit — though not 


of course to its subsequent use. Indeed, in the example 


given, if the person decided not to replace his machine, 
but to retire and spend all his profit, I fail to see how 
it can be said that be has not made a profit of £400. 

Undoubtedly, if prices have risen, he will have 
suffered a loss in that his purchasing power has 
depreciated over the year, but in that he will be in- 
common with all other members of the community. 
The fact that if he wished to purchase another 
machine he would have to make a larger capital out- 
lay would indicate that in a period of rising prices he — 
again as with everybody else~requires a larger 
amount merely in order to do that which he has done 
previously with a smaller amount. 

Therefore, it seems to me that what the ‘replace- 
ment theory’ implies is that investors of capital should 
be ‘insulated’ from rising prices. It is quite permissible 
to seek such’ preferential treatment, but I fail to see 
how it Can be said to raise fundamental issues on 


accountancy principles. ` Yours faithfully, 
London, NW3. BRIAN ARNOLD. 


Football Pool: Accounting System 

Sir, — A client is running a small football pool in 
Lagos, based on British matches, with the various 
pools laid out in very similar manner to that followed 
in a normal English coupon: If any of your readers 
have experience of such matters and could suggest a 
simple accounting system which could exparid as the 
posi grew, I should be Se grateful. Simplicity would 

a ma essential as the local labour available is 
„high quality. Yours faithfully, - 
~Lagos, Nigeria. J. E. SARGENT, a.c.a. 
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ANSWERS TO QUESTIONS FOR CHRISTMAS , 


The questions appear elsewhere in this issue 


. Matthew Arnold. 
- 9, 14, 19, 22, 38, 384, 96, 297 (night service). 
. Either from the 


German word ‘traam’ or a 
corruption of the surname of George Outram, 
who first introduced rails to this country in 
1776, for colliery use. 


. Hippopotamus. (Lewis Carroll’s Sylvie and 
Bruno). 

. E. M. Forster. 

. Jack Point was to instruct him in the art of a 


jester (Gilbert and Sullivan’s Yeomen of the 
Guard). 


. Socrates. 
. One who appreciates the finer points of bull- 


fighting and is an enthusiast. 


. Belgium. 
. (a) A kind of fishing-fly; (b) a mythological 


monster, able to kill men with a glance; (c) a 
kind of flying beetle. 


. The Hound of the Baskervilles, The Sign of Four 


The Valley of Fear and A Study in Scar 


. American slang for a travelling burglar or safe- 


breaker. 
Sir Theobald Mathew, K.B.E., M.C. 
Little Dorrit. 


. The one ‘executed’ by Ko-Ko (Gilbert and 


Sullivan’s The Mikado). 


. Cowper (The Winter Evening). 
. T. O. M. Sopwith, with Endeavour II, in 1937. 
. (a) The match between the ladies of Great 


Britain and America; (b) the annual match 
between English chartered accountants and 
Scottish chartered accountants in London; (c) the 
public schools match tournament at Deal. 


. The Rose of Sharon, as described by Solomon. 
. Perry, -of Blackpool, from a pass by Stanley 


Matthews. 


. Damages and injunctions. 
. Pope (Essay on Criticism). 
. (1) That the mistake was a mistake of fact and 


not a mistake of law. (2) That the mistake was 
basic or essential and that it was in relation to 
something going to the very root of the contract. 


. Alan Breck in Kidnapped. 
. ‘The unlit lamp and the ungirt . loin’ (The 


Statue and the Bust). 


. Walter Savage Landor (Finis). 
. (a) Caspian Sea, (170,000 sq m.); (b) Lake 


Superior (31,820 sq m.); (e) Victoria Nyanza 
(26,206 sq m.). 


> Pontius Pilate. 
. Water in which hydrogen is replaced by 


deuterium, the heavy isotope of hydrogen with 
an atomic ‘weight of 2. 

‘Little liar.” i 

(a) An oriiamental pot or stand for didplaying 
plants or flowers; (6) a small three- or four- 


. (a) Iron chee 


legged table from which tea may be served; 
(c) a piece of furniture with tiers of shelves or 
stages for holding ornaments. 


. The system of holding human beings as chattels. 
. Omar Khayy 
. Archibald Grosvenor (Gilbert and Sullivan’s 


am. 


Patience). 


. Mr Wemmick (Dickens’ Great Expectations). 
. Lady Macbeth. 
. ‘Pronation’ denotes the turning of the palms 


downwards and ‘Supination’ the turning of the 
palms upwards as for receiving objects. 


. The Fat Lady Seen from a Train, by Frances 


Cornford. 


. The ministers Clifford, Ashley, Buckingham, 


Arlington and Lauderdale. 


. The Wedding Guest (Coleridge’s The Ancient 


Mariner). 


. Land where turf or peat may be dug for fuel. 
. ‘A Robin Redbreast in a Cage’ (Auguries 7 


Innocence). 


` 6,000,000,000,000,000,000,000 tons. 


Zeus (who took the heavens), Poseidon (the sea) 
and Hades (the underworld). 


. The Royal Exchange. 

. Julius Caesar, according to Shakespeare’s Cassius. 

. (a) J. M. Barrie; (b) John Steinbeck; (c) Marie 
Corelli 


relli. 


. Pascal. 

. William Powell and Myrna Loy. 

. Sir Isaac Newton. 

. The terms denote the three varieties of independ- 


ent ‘even’ chances on the board: (a) that the 
colour red or black will come up; (b) that the 
winning number will be even or odd; and (c) that 
the winning number will be in the group 1 to 18 
or 19 to 36. 

35 to I. 


4 The faculty e ae happy and unexpected 


discoveries b 

or slates used in cooking stoves to 
enlarge the grate; (b) horizontal bars with pillar 
supports used on a hearth for log fires. 


. Cockfosters and Uxbridge, and Hounslow West. 


‘, . . before destruction, and an haughty spirit...’ 


` (Proverbs xvi). 
. Charles Lamb. 

.. Capulet, her father. l 
. The action taken by Thomas Pride in 1648, in 


preventing nearly a hundred members taking 
their seats in Parliament. The ruse was designed 
to stop Parliament from coming to an arrangement 
with Charles I. 


. Boswell, by Dr Johnson. 
61. 
62. 


The Pharisees (Matthew ix, 11). 
It is a corruption of ‘Boulogne Gate’ and dates 
back to the French wars. ` 


-< 


` 
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. Mr Polly and Uncle Jim (The SE of Mr 

Polly, by H. G. Wells). 

Shakespeare’s King Lear. 

. (a) Eric Kees (b) John Fothergill; (c) Km 

Temple. 

. The Poor Relief Act, of 1601-the Act of Elizabeth. 

. Finance Act, 1924 — Section 36. 

. Benjamin Franklin. 

. 80 per cent. 

. 5 X £65 =£325, plus any credits inherited. 

. loin X Din, 

. Rue Royale. 

. From the Latin ante-annum, a former year; 

also a corruption of ‘ensign’. 

(a) Gower Street; (b) Prince Consort Road 

(behind the Albert Hall); (c) Gray’s Inn Road. 

. Gianetta and Tessa (Gilbert and Sullivan’s 

The Gondoliers). 

: ae Curling; (b) Association football (the ground of 

Bromwich Albion); (c) Golf (a championship 
course in America). 
. A hand containing two cards only of one suit. 
. England (who won) v. South Africa, at Durban.. 








ing; (b) a champion billiards player; (c) mountain-- 
eer and author of Scrambles Amongst the Alps. 


(The Chartered „Accountant Students’ Society of 
(London held their fortieth annual dinner at Grosvenor 


House, Park Lane, London, on Wednesday, December 


goth. Sir Harold Gillett, M.C., F.c.4.,. presided, and 
received the members and guests who numbered 
nearly goo. 
Among those present were: The Rt. Hon.. Viscount 
Waverley, P.C., G.C.B., G.C.8.1., G.C.LE., LL.D., F.R.S., 
Port of London Authority; The Rt. Hon. 
Lord Luke, T.D., Din J.P., Chairman, London 
Chamber of Commerce; The Rt. Hon. Sir Hartley 
Shawcross, P.C., Q.C., M.P., Chairman, General Council 
of the Bar; Mr James Blakey, F.c.a., President, The 
[Institute of Chartered Accountants in England and 
Wales; Mr C. Percy Barrowcliff, F.s.a.a., President, 
Society of Incorporated Accountants and Auditors; 
he Rt. Hon, Lord Latham, J.P., F.A.c.c.a., President, 
sociation of Certified and Corporate Accountants; 
[Mr ‘Thomas Lister, c.a., Chairman, Association of 
Scottish Chartered Accountants in London, and’ 
Mr H. Garton Ash, 0.3.z., M.C., F.C.A. (Past President, 
nstitute of Chartered Accountants); Sir Harold Barton, 
Fea, (a Vice-President of the. Students’ Society); Professor 
T. Baxter, B.COM., C.A. (Professor of Accounting, 
Dep of London), Mrs Douglas Bolton, J.P. (Chairman, 
[London C Council); The Rt. Hon. Sir Edward Bridges, 
Permanent Secretary of i of the 


iG.C.B., SE E Wa 
Treasury); Messrs J. M e (Sentor Official Recetver in 
VW Ee 


); 
r William Charles Crocker, m.c. (President, The 
Law Society); Colonel J. D. Crosthwaite, D.8.c., M.C,” 
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80. H. Wragg, in 1941. 
81. A. E. Housman, in A Shropshire Lad. 
82, (a) St John’s Wort; (b) Laurel; (c) Bog Myrtle. 


83. (a) James Joyce; (b) Dylan Thomas. 


84. The chorus in Shakespeare’s Henry V. 
85. ‘... that which we call a rose, 
_By any other name would smell as sweet’ - 
Shakespeare’s Romeo and Juliet. 
a William Willett. In 1916. 
7. (a) H. G. Wells; (b) J. W. Dunne; (c) J. B. 
Priestl 


88. He had two heads, 


89. Pluto, about 3,666 million miles from the sun. 

go~ The 1914-18 war. 

gi. Ayr, according to Robert Bums. 

92. e Worthing, J.P., in Oscar Wilde’s The 

- Importance of Being Earnest. 

93. (a) Oakham; G) Ca Ger 9 Dolgelly. 

94. Sir Arthur Quiller-Co 

95. Gary Cooper. 

op, R. L. Stevenson, in Virgi Puerisque. 
97. (a) Waterloo; (b) Marylebone; (c) St Pancras. 

Si Robinson Crusoe, by Daniel Defoe. 

99. Macaulay. 

top. Walter Savage Landor. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 
_FORTIETH ANNUAL DINNER 


A.C.A, (Member of Council of the Stock Ga EE Messrs 
Derek du Pré (Editor, ‘The Accountant’); A. H. Ensor, 
(President, Institute of Bankers), Colonel H. J. S. French, 
O.B.E., B.C.L. (London and Yorkshire Trust Lid); Mr W. F 
Gardner, C.B.B., F.1.A. (President, Institute of Actuaries). 

Sir John Gibson Graham, m.c, (Chairman, Baltic 
Exchange); Messrs H. E. Gorick, ae C..8. (President, 
Chartered Institute of Secretaries); L Hall, ¥.8.a.a., 
(Accountant Auditor, Corporation of Laan M. G. J. 
Harvey, A.C.A. (Accountant and Pee adel ly Officer, 
Institute of Chartered Accountants), E. Hatchett, F.1.a. 
(Deputy Controller, Prudential Assurance Co): D. V. House, 
F.C.A. (Vice-President, Institute of Chartered Accountants); 
Air Chief Marshal Sir John Whitworth Jones, K.C.B., C.B.E. 
Aif Member for Supplies and Organization); Sir Russell 

ettle, r.c.a. (a Vice-President of the Students’ Society); 
Messrs C. H. S. Loveday, A.C.A. (an Assistant Secretary, 
Institute of Chartered Accountants); Alan 5. E oa Co 
B.A. (Secretary, Institute of Chartered Accountants); B 
Manning, D.L., J-P., F.C.A. (a Vice-President of the Students 
Society); T. Ò. Maycock (Past Prime Warden, Honourable 
Company of Basketmakers); John Myers, ¥.c.a. (a Vice- 
President of the Students’ Society). 

Sir Frank Newsam, K.C.B., K.B.E., C.V.0., M.C. Cerner 
Under-Secretary, Home Office); Mr G. Godfrey Philli ips, 
C.B.E.; Vice-Admiral S. M. Raw, C.B., C.B.E. (Fourth 
Lord); General Sir Ouvry Roberts, Gen. K.B.E., D.8.0. 

uartermaster~General to the Forces); Mr H. W. Thomson 
f arian, Institute of Chartered Accountants; Sir Frank 
Newton Tribe, K.C.B., K.B.E. (Comptroller and Auditor- 
General), 

Messrs C F. Trustam, M.A., PIA RGL (President, 
Chartered Insurance Institute); A. W. Tuke , (Chairman, 
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Barclays Bank); L. J. Williams (Chief General Manager, 

National Provincial Bank); Sir. Bruce Wycherley, M.C., 

rora: ` (Managing Director, Abbey National Building 
ociety 


Advantage of a Professional Qualification ` 


Proposing the toast of “The Students’ Society’, 
Lord Waverley spoke of his interest in the training for 
the profession which was largely due to his having 


attended a school in Scotland which had been founded ` 


by a professional accountant. A deed drawn up by this 
gentleman embraced the phrase res rationaria et 
arithmetica, and every pupil hed had to undergo a 
course of instruction in accountancy. ‘I myself’, said 
Lord Waverley, ‘only achieved a statutory minimum 
of instruction — I did not get on to the more recondite 
processes of journalizing a ledger~and of what use 
was that to me?’ (Laughter.) 

He went on: ` 

‘Unlike you young people, I wandered off into various 
byways and became a sort of jack of all trades and I have 
lived to envy those who possess a profeasional qualification. 
I have seen what an advantage it is to be able to wrap one’s 
profession around one.’ 

Lord Waverley said that the halls of fame were 
always full—some went in by the door marked ‘push’ 
and some by the door. marked ‘pull’; he fervently 
hoped that young accountants would always take the 
former route. 

In more serious vein, Lord Waverley emphasized 
the great part to be played in the world of today by 
accountants. They had.to be accurate ~to present 
figures in an intelligent, unambiguous form so that 


they represented facts, and to know and understand - 


exactly what people would like to see represented. 


The Chairman of the Committee 


In his reply to the toast, Mr G. F. Bacon, 3.8¢.(ECON.), 
Chairman of the Committee, referring to the work of 
the Society, said that in recent years it had been felt 
that the Society was not getting the active support of 
its members. It must be appreciated, he said, that one 
of the chief problems in this respect was that of size; 
owing to its having such a large membership it was 
difficult to maintain that personal contact which 
smaller student societies were able to build up. 


Another problem was that of time. Nevertheleas, he. 


was happy to say. that a miuch more lively interest had 
been shown in the autumn session. (Applause.) 

He continued: 

‘Young people today are criticized occasionally for being 
afraid of work — it is said that they are lazy, and that this 
will endanger their future. There may be good grounds 
for this, but it seems to me that a danger justas great lies 
in the constant emphasis on the passing of examinations. 
I have met several students who seem to believe that the 
passing of the Final examination automatically means that 
they can be launched on the world as good accountants; 
surely, in training for the profession ~ apart from passing 
examinations ~ it is just as EE to have undergone a 
high general education.’ 

Mr Bacon concluded by reminding the “students 


present of the fact that they were of the same generation , 
as Her Majesty the Queen, and of the probability of 


this second Elizabethan reign proving a decisive 
factor in English history. ‘It rests with us’, he said, 


‘but we must ensure that material advance is not the 


sole yard-stick by which progress is measured.’ 
(Applause.) 
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The toast of “The Visitors’ was proposed by the 
President, who paid a high tribute to the many dis- 
tinguished guests who had found time to gg 
dinner, “They represent the British way of 
he said. 


Mesmeric Effect of Figures 


In his reply, Lord Luke said that he had not had any 
training in accountancy. He had learnt, however, 
that figures. put before him were sometimes in good 
shape, but at other times they had to be sent back to be 
put into better shape. Everyone at some time or other 
had to study figures — whether they be Stock Exchange 
figures, export, trade, balance sheets or personal 
accounts. One had to do something about such figures — 
if one just sat and looked at them they were inclined 
to have a mesmeric effect. . 


Three Loyalties 


Proposing the toast of ‘The Institute of Chartered 
Accountants in England and Wales’, Sir Hartley 
Shawcross said that in these highly competitive days — 
these days of controls — there were many opportunities 
to depart from the strict standards of commercial 
honesty which had been hitherto maintained in 
business life; once one had strayed in that direction, 
in the end all was corrupted. In the profession of 
accountancy, as in law, there were three loyalties — 
loyalty to a client, to use such skill as one possessed in 
his interest; loyalty to the profession, to maintain the 
great and honourable standards upon which it had 
been maintained; and loyalty to the country, making 
sure that professional knowledge ‘and responsibilities 
were used only for the good of the country. 


‘There are those’ he concluded, ‘who juggle about with 
law, and there are those who would like to juggle with 
accounts, In these ices your profession stands firm, 
and it is important thst th the country should realize that you 
protect it from these evils which in the end would corrupt 
commercial life.’ (Applause.) f 


Here Sir Hartley quoted from a speech made by the 
late Lord Chesterfield: 


‘If ever you should fill a great station . .. take care above 
all things to keep your hands clean ad pure from the 
infamous vice of corruption, a vice so infamous that it 
degrades even the other vices that may accompany it. 
Accept no present whatever; let your character in that 
respect be paar fal and without the least speck, for as 
avarice is the vilest and dirtiest vice in private, corruption 
is so in public life. I call corruption the taking of a sixpence 
more than the just and known salary of your employment; 
under any pretence whatsoever...’ 


In his response, Mr Blakey offered the students 
sound advice, stressing the need for integrity, loyalty 
and hard work. He concluded by wishing them 
success, not only in their examinations, but in their 
future careers also. s 

The toast of “The President of the Society’ was 
proposed by Lord Latham, who paid a warm.tribute 
to Sir Harold Gillett, outlining his many activities, 
despite which he still found time to take a very great 
interest in the Students’ Society. 

In his reply, the President thanked the Secretary of 
the Society, Mr R. J. Carter, B.COM., F.c.A., for the 
enormous amount of energy he applied to the Society, 
and for the hard work he had done to make the dinner, 
with its record attendance, such a success. 





‘The annual dinner of the Nottingham Society of 
Chartered Accountants was held at Nottingham 
University on Friday, December 11th, and was 
attended by over 260 members and guests who were 
teceived by the President of the Society, Mr John S. F. 
Hill, Soa, and Mr J. Blakey, F.c.a., President of The 
Institute of Chartered Accountants in England and 
Wales. 
: Among those present were Councillor W. J. Cox, 
Sheriff of Nottingham; Mr T. J. Owen, Town Clerk 
of Nottingham; the Rt. Rev. Dr F. R. Barry, D.D., 
p.s.0,, Bishop of Southwell, and 
i Messrs J. G. S. Abbott (H.M. Senior Inspector of Taxes); 
L. R. Allen, D.8.0., ae AN iad esident, Nottingham 
Chamber of Commerce): . Beard, F.c.a. (President, 
Sheffield and District LP of Chartered Accountants); 
CW. A. SEN M.C, (President, Nottingham sige C. G. 
Society); J . Boydell (City Treasurer of No 
Campbell (President, Nottingham Institute of 
Messrs G. Densem, F.C.A. (President, SS and 
istrict Society of Chartered Accountants); R. B. Dixon, 
GA. (President, Birmingham and District Society of Char- 
tered Accountants); Derek du Pré (Editor, ‘The Accountant’); 
. M. Foxon, F.8.4.a. (Hon. Sec., Incorporated SC 
District Soctety of Nottingham, Derby and Lincoln), H 
Hall (President, Nottingham Insurance Institute); N. B. Fert 
0.B.E,, T.D., D.L., M.A, LLB, F.C.A. (President, Hull, East 
Yorkshire and Lincolnshire Soctety of Chartered Accountants). 
Messrs A. S. MacIver, eg: B.A. (Secretary, Institute of 
harter, ccoun . Pickbourne, B.A, ar, 
Chartered Accountants); H. Pickb (Registr. 
‘Nottingham University); Martin Redmayne, D.8.0., J.P., 
M.P; P. W. Skinner, PäAA. (President, Incorporated 
Accountants -District Society of Nottingham, Derby and 
Lincoln), E. C. Stimpson (Official Receiver); Dr H. A. 
Summers (President, Nottingham Medico-Chirurgical Society). 





Marry an Accountants’ Daughter 
The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Mr Owen, 
[who said that he had some slight link with the profession 
‘because his brother was a chartered accountant. 

He added, amid laughter, that at one time an articled 
\clerk who wanted to get ahead was advised to marry an 
‘attorney’s daughter, but today the ambitious solicitor’s 
clerk should marry an accountant’s daughter ‘and with 
ithat advantage seek undoubted success in life’, ' 
| He spoke of the formation ‘in more or less modern 
times’ of the various professional bodies ‘mainly to 
‘establish the very highest standards of professional 
jintegrity’. 

This country, he held, owed a very great debt of 
gratitude to the professional men. “We live in a world 
jtoday when it is not only necessary but virtually 
‘essential. to establish standards of integrity, decency 
we and service’, he said. 

1 Mr Owen commented that the chartered accountant 
jin England occupied the place in industry that was 
‘taken by the lawyer in the United States of America. 

“We know that industry i in America is the most flourishing 
industry in the world’, he said. ‘This is a fact which is 
‚established beyond all doubt. ... We know that several 
of the most flourishing of the larger businesses in this city 
have chartered accountants as their chairmen and that 
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others have chartered accountants as members of their 
boards. We know industry is absolutely vital, a part of the 
very life-blood of this country, and we know the part the 
accountants have played.’ 


Estate Duty 
In the course of his reply, Mr Blakey said: 

‘In recent years we have heard a good deal about tax 
avoidance SCH I would like to admit, quite openly, that 
estate duty is a tax which everyone present tonight has so 
far avoided, (Laughter.) The avoidance machinery is 
somewhat complex and not entirely understood even by 
our doctors who, of course, bear a large part in the con- 
spiracy. (Renewed laughter.) 

‘Seriously, however, I do want to refer to the memorandum 
which the Council submitted last month to the Board of 
Inland Revenue for the assistance of the Chancellor of the 
Exchequer in his review of anomalies arising under estate 
duty law: Such a review was long overdue and I am sure 
we all believe that important changes should be made both 
in the law and in the practice of the Estate Duty Office. 
(Hear, hear.) 


Valuation of an Estate 


“The Council’s memorandum is fairly long but it ‘deals with 
three main points, all of which have been the subject of 
previous representations by the Council during the past 
ten years. 

“The first main point is the EE of valuing an estate 
on à hypothetical basis as on the date of death, irrespective 
of what may become available to the personal representatives. 
The valuation must of course be a matter of opinion and the 
law lays down that it shall be the opinion of the Com- 
missionera of Inland Revenue. In arriving at their opinion, 
the Commissioners are required to ignore most of the facts 
and to make two assumptions. They must assume an open 
market and a willing buyer. You should note carefully 
that they are merely required to assume these things. They 
are not required to provide the market nor are they required 
to, produce the willing buyer. If later, in the restricted 
market which normally exists, the personal representatives 
realize property at considerably less than the valuation 
there is no adjustment of duty. 

‘Perhaps this sort of thing did not matter very much in 
1894, but it ought no longer to be tolerated when the duty 
involved is as high as that now imposed. 

‘Even if an ‘estate consists mainly of readily realizable 
investments, the existing law can easily render an estate 
insolvent if shortly after the death there is a sudden fall in 
the value of the investments. That is bad enough. But where 


-an estate consists mainly of a business, or of shares in a 
. private compan: 


y carrying on a business, the Council has 
pointed out that t the hypothetical considerations upon which 
the valuation must be based become even more unrealistic 
and potentially dangerous 

‘The Council's proposal i is that the proceeds of realization, 
after deducting expenses of realization of assets realized 
within one year after death, should be substituted for the 
probate values of those assets and the duty adjusted 
DE We also suggest that deduction should be 
allowed for expenses incurred in settling the value of the 
estate for duty purposes, : 


The Holt Case 
‘If anyone had any doubt about the need for such a 
reform, that doubt must surely have been swept away by 
the revelations in Court in the Holt case, When the Inland 


700 


Revenue can start at £3 per share, as against 11s 3d put 
forward by the personal representatives, it is clear that one 
side or the other must be adopting an unrealistic attitude. 

‘In this particular case, the Commissioners made a 
determination at 34s per share — an astonishing reduction 
from £3 ~ they then agreed in Court to reduce this to 25s 
per share and in the end the judge decided that the value 
was 19s per share, as compared with 17s 2d put forward in 
Court on behalf of the personal representatives. 

‘In this case there is little doubt as to which side started 
off with an unrealistic attitude. The Commissioners have 
done a great public service in allowing this case to-come to 
Court, particularly at such an opportune moment as when 
the Chancellor is engaged in a review of estate duty 
anomalies. No better support could have been provided for 
what the Council has said in its memorandum. (Hear, hear.) 


Rate of Duty can be Affected 


‘Those who are not conversant with estate duty law may 
perhaps not realize that if the personal representatives are 
putting forward a valuation of, say, 30s per share and the In- 
land Revenue are holding out for 50s per share, the accep- 
tance of the higher figure does not merely affect the duty 
on those shares, It can easily raise the rate ot duty several 
steps up the scale and this rate applies to the whole of the 
estate and not merely to the shares in question. 

"T'he second main point which the Council has put forward 
deala with the question of finding the money to pay the duty. 
The suggestion is that probate should be granted on pay- 
ment of a deposit in respect of the estimated duty on 
personalty, with facilities for the balance to be paid by 
instalments in so far as the estate consists of a business or of 
shares in certain types of private companies. : 


Family Businesses 


“The Council’s third main point relates to family businesses. 
The special difficulties of these businesses SE of course, 
be relieved considerably if the suggestions I have already 
mentioned were adopted, namely, a more realistic valuation 
and a more realistic attitude towards payment. But in 
addition to the general difficulties surrounding all estates, 
the family business is affected in particular by Sections 46 
and 55 of the Finance Act, 1940. I am not going to attempt 
to repedt what the memorandum says at some length on 
this highly complex subject. No one can be sure what the 
sections really mean. But the real substance of the Council’s 
suggestions can be explained very shortly. 

The Council considers that the sections should be applied 
only in the circumstances for which they were undoubtedly 
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devised, namely, cases where there has been a deliberate 
attempt to avoid estate duty by artificial means. If thi 
urgently-needed change is not made, then certain glarin 
anomalies should be removed; and in addition, the method 
valuation should be much more realistic so as to remove 
the unfair discrimination against estates consisting of 
shares in family companies as compared with shares in 
public companies. 


Need for Early Action 


“The Council has stated that there is plenty of evidence that 
steps have been or are being taken by the proprietors of 
many private businesses to dispose of their interests in 
order to safeguard their dependants from disastrous conse- 
quences. In view of the importance attaching to the con- 
tinuance of family businesses as an essential part of the 
national economy, the need for early action is obvious and 


" the Council has said so in its memorandum. 


‘Whether the rates of duty should be as high as they are, 
is largely a matter of politics, If, however, Parliament 
considers that rates ranging up to Bo per cent are still 
appropriate, then Parliament should at least ensure that 
the amount taken away is in fact the prescribed percentage 
of what would otherwise go to the beneficiaries and not a 
percentage of what might have gone to them in entirely 
hypothetical circumstances. 

‘I think it is important to remember that estate duty is a 
means of taking something away from those who would 
enefited from the death. It is perhaps not 
sufficiently realized that nothing can be taken away from 
the deceased. He may not be entirély out of harm’s way 
but he is certainly beyond the reach of the Commissioners 
of Inland Revenue.’ (Applause.) 

The Sheriff of Nottingham (Councillor W. J. Cox), 
who answered the toast of “The Guests’ which was 
proposed by Mr P. H. Blandy, T.D., A.C.A., made a ples 
for professional men such as accountants to come for- 
ward to serve on the City council. ‘We have great 
difficulty in filling the vacancies which arise in some 
of the wards in the City,’ he said. 

The toast of “The Chairman’ was proposed by Mi 
H. R. Hilton, r.c.a. In his reply, Mr Hill said he 
believed that history had been made in the branch 
because both he and his father had been both Secretary 
and President of it. He paid a tribute to Mr T. M, 
Pragnell, A GA, Hon. Dinner Secretary, for his 
admirable organization, and to Mr H. J. Clarke, r.c.a., 
Hon. Secretary of the Society. 


REPORTS OF PUBLIC COMPANIES 
THE ACCOUNTANT ANNUAL AWARD 


As already announced, The. Accountant proposes 
to make one or more awards annually to companies 
whose shares are quoted on a recognized stock 
exchange in the United Kingdom, in relation to 
the form and contents of the reports and accounts as 
issued to their members. 

The factors which will be considered by the panel 
of judges will include the adequacy of the information 
given and its presentation. 

Companies are requested to send, for consideration, 
copies of their reports and accounts (with any chair- 
man’s statement circulated therewith) to: 

The Secretary, The Accountant Annual Award, 

4 Drapers’ Gardens, 
Throgmorton Avenue, 
London, EC2. 


These should be sent at the time of publication but 
for the 1954 award it is requested that they be sent 
so as to reach the secretary not later than January 
30th, 1954. 

The award in 1954 will be made in respect of the 
reports and accounts laid before the company ir 
general meeting within the year ending Decembe 
31st, 1953, and being for the financial year or othe: 
financial period ended last preceding that date. 


The panel of judges is composed of: 


Mr Montagu Gedge, oc, Chairman, Mr W. L 
Barrows, J.P., F.c.A.; Sir Harold M. Barton, ¥.c.a. 
Lord Latham, J.P., F.A.c.c.a Mr Thomas Lister 
M.A., GA: Mr Bertram Nelson, J.P., F.S.A; Mr G 
Tyser; Mr Derek du Pré, Editor, The Accountant. 
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by GORDON S. 


This differs from the normal crossword in that the 
solution consists solely of figures. The use of a slide-rule 
or mathematical tables will be helpful in foe f a 


| complete solution. It must be borne tn mind that the 
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MATHEMATICAL CROSSWORD 


MOORHOUSE 


solution to one clue must fit in with those of other clues. 
As an example, No. I across contains eight figures and 
is the twenty-fourth power of a number, i.e. 3. — 2. 4. 


8. 16.32... . 16777276. 
ACROSS 44. A 17th power. 
1. A 24th power. 45. A square and a cube. 


9. A factor of 5 down. 


1r. A cube. DOWN 

12. A square. 1. A cube. 

13. A prime number, 2. A cube 

14, A square, 3. A square 

1s. A factor of 5 down, 4. A cube. 

16. A prime number. 5. A multiple of 13. 
17. A square, 6. A square. 

20. A square. 7. A 17th power. 
21. A 6th power. 8. An 8th power. 
24. A multiple of 5. 9. A square. 

25. A multiple of 43. 10. A cube. 

26. A multiple of 25. 18. A 4th power. 
27. A cube. 19. A 4th power. 
28. A cube. 22 square. 

31. A square 23. A square. 

32. A square. 26. A square. 

33- A multiple of 5. 29. A multiple of 9. 
34. A multiple of 37. 30. A square. 

35. A square. 31. A square. 

36. A multiple of 11, 35. A multiple of 9. 
37. 13 across plus 1, 36. A square. 

38. A square. 39. A factor of 5 down. 
40. A cube. 41. A 5th power. 
A A square. 42. 15 across minus 1, 


The solution will be EE in next week's issue. 


IN PARLIAMENT 


School Fees: Tax Allowance 


Mr Wues Dm asked the Chancellor of the 
Exchequer whether, in formulating his Budget for 
1954, be will give sympathetic consideration to the 
provision of income-tax reliefs in respect of expendi- 
ture at independent schools. 

Mr R. A. Borer: My hon. friend raises an im- 
portant point of principle, but I will certainly consider 
this suggestion, in common with other taxation sug- 
gestions, when I am framing my 1954 Budget 
proposals. 


` Hansard, December 8th, 1953. Oral Answers. Col. 1801, 


Tax Evasion Cases 
Mr Houcuron asked the Chancellor of the Ex- 


; chequer whether his attention has been drawn to the 


comments made by Mr Justice Stable in a tax-evasion 
case at the Assizes in Leeds on November 12th, 1953; 
and upon what grounds the Board of Inland Revenue 


- base their decision to prosecute or to settle on pay- 


ment of money penalties in tax-evasion cases. 
Mr R. A. BUTLER: Yes, sir. The particular case was 


one in which a cashier-accountant who was entrusted 
with the P.A.Y.E. arrangements of his firm. falsified 
the records to his own advantage. It is the Board’s 

practice to prosecute in cases of this kind. For a 
statement of the Board’s general practice in regard to 
instituting criminal proceedings for alleged frauds on 
the Reverie, I will, with the hon. Member’s per- 
mission, arrange for the circulation in the Official 
Report of a copy of an answer given to a question in 
this House on October sth, 1944, at columns 1149-50. 

‘Mr Hovcuron: Is the right hon. gentleman aware 
that I am familiar with the statement made by the ` 
then Chancellor of the Exchequer, Sir John Anderson? 
Can the right hon. gentleman supplement that state- 
ment by making clear to all concerned the difference 
between cases in‘ which there is evidence of intent to 
defraud and those cases in which a reasonable plea of 
omission might be made, and the difference of treat- 
ment of the two cases from the point of view of 
prosecution or acceptance of money penalties? 

Mr Bortzr: The question of whether to prosecute 
or to accept money penalties is a difficult one. It is 
partly dealt with in the statement I am circulating, 
but I will certainly see whether any further investi- 
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` gation can be made in response to the suggestion of 
the hon. Member. 

Sir H. WriuiaMs: Will my right hon. friend con- 
sider prosecuting the Board of Inland Revenue when 
they demand 55s per share for the purposes of death 
duties and the judge ultimately decides that it is 19s? 
Is not that as big a fraud? 

Following ts the answer: ` 

‘Sr J. ANDERSON: The practice of the Commissioners in 
this matter is governed_by Section A7 of the Finance Act, 
1942 [now Section 504, Income Tax Act, 1952], which 
makes provision for the admissibility in evidence of any 
disclosure made in the circumstances there set out. As the 
section indicates, the Commissioners have a general power 
under which they can accept pecuniary settlements instead 
of instirgting criminal pr ings in respect of fraud or 
wilful default alleged to have been committed by a taxpayer. 
They can, however, give no undertaking to a taxpayer in 
any such case that they will accept such a settlement and 
refrain from instituting crimi i even if the 
case is one in which the taxpayer made full confession 


and has given full facilities for investigation of the facts. _ 


They reserve to themselves complete discretion in all cases 
as to the course which they will pursue, but it is their prac- 
tice to be influenced by the fact that the taxpayer has made 
a full confession and has given full facilities for investigation 
into his affairs and for examination of such books, papers, 
documents or information as the Commissioners may 
consider necessary. : 


“The above statement of the Commissioners’ practice 
should be ed as replacing the one made by my pre- 
decessor on the Second Reading of the Finañce Bill, 1942, 
Which has, I understand, given rise to some misappre- 

ension.” ; - j 


Hansard, December 8th, 1953. Oral Answers. Col. 1801. 


Bank Deposits: Tax 
Mr Houcuton asked the Chancellor of the Ex- 
chequer what steps he has taken to impress upon bank 
depositors and others receiving untaxed interest that 
all amounts of such interest received or credited to 
their accounts should be entered on their income-tax 
returns. i : 

Mr R. A. Burien: The instructions on income-tax 
return forms make it quite clear that interest of this 
kind is liable to tax and should be returned. A re- 
minder is also being inserted in new Post Office 


Savings Bank books as they are printed that depositors. 


who make a return for income-tax purposes should 
include any interest on the deposits. I am informed 
that the Trustee Savings Banks are being recom- 
mended by the executive committee of their associa- 
tion to put a similar reminder in a reprint of their 
_ pass-books. 

Hansard, December 8th, 1953. Oral Answers. Col, 1802. 


a Post-war Credits . 
Mr PETER FREEMAN asked the Chancellor of the 
Exchequer the average time that elapses after the 
ages of 6o and 65 years for women and men, respect- 
ively, before the actual payment of post-war credit is 
made; and whether he will arrange for applications 
to be made three months before they become due, 
that all details may be certified and actual payment 
be made on the day on which it becomes due. 

Mr R. A. Dor: Under the law, a post-war credit 
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holder who reaches the required age has to make a 
claim to the Inland Revenue before he becomes, 
entitled to payment. I regret I cannot give any useful% 
estimate of the average period which elapses between 
the claim and the payment. Straightforward claims 
are frequently paid within a week, but in particular - 
cases inquiries may be necessary which cause delays 
varying according to the individual circumstances. 
In answer to the second part of the question, I would 
refer the hon. Member to the reply given to my hon. 
friend the Member for ebe (Sir E. Keeling) 
on June 25th, 1953. 

Mr Freeman: Is the right hon. gentleman aware. 
that the claim form is not generally accepted until the 
man or woman has reached this age? Is it not in- 
iquitous that, after waiting for ten years, they are 
still kept waiting a further period beyond the legal 
time? Would not the suggestion I made enable this 
payment to be made on the legal date when it is due 
to them? 

Mr Bot er: This is a little difficult for the reasons 
I gave in my answer. But I will investigate, as a result ` 
of the hon. Member’s question, whether we can 
accelerate the procedure even more, although the 


_ normal procedure usually entails a delay of only a 


week. 

Mr M. Linogay asked the Chancellor of the 
Exchequer what would be the approximate cost of 
paying widows their late husbands’ post-war credits. 

Mr R. A. Butter: About £41 million in the first 
year and £4 million a year thereafter. , E 

Mr SHurmer: Has the Chancellor considered the 
suggestion put to him of paying these widows on the 
day the husband would have become 65 years old had 
he lived? 

Mr Butter: Yes, sir. We have examined that possi- 
bility but in this close season I can make no statement. ` 

Brigadier CLARKE asked the Chancellor of the 
Exchequer if he will give consideration to the question ` 
of the repayment of post-war credits to next of kin 
where the owner of these credits reached the required 
age of 65 years but died before the regulations for 
repayment were made. "` 

Mr R. A. Bong: I will consider this and other 
suggestions for payment of post-war credits when I 
am framing my Budget proposals, but I cannot, of 
course, give any undertaking. ` 

Brigadier CLARKE: May I ask my right hon. friend 
whether, in cases where people reached the age of 65 
and-died before the existing regulations were made, 
he will now in fairness consider paying their next 
of kin? 

Mr Butter: I can give no undertaking about that. 
The point brought to my attention by the hon. and 
gallant gentleman is a strong one, and one- which I 
have already considered. i i 
Hansard, December 8th, 1953. Oral Answers. Col. 1805. 


Transfer Grants: Tax 


Wing-Commander HuLserT asked the Chancellor of 
the Exchequer why transfer grants which are wholly 
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` expended on removal by an officer are, by his regula- 

, tions, made liable to income-tax and sur-tax. 

| $. Mr R. A. BUTLER: Transfer grants are paid to civil 

| servants in addition to the various other allowances 

| which are intended to cover the specific expenses of 
' the move. They are payments in the nature of com- 

| pensation for disturbance which have to be treated 
as additional’ remuneration chargeable to tax. 

i Hansard, December 8th, 1953. Oral Answers. Col. 1806. 


. Tax Appeals: Cost 


-Commander Hutpert asked the Chancellor of 
E chequer if he will direct that, when the Inland 
Revenue decide to appeal against a decision by the 
local Commissioners of Income Tax, solely on a 
question of principle, the whole cost of such an appeal 
| shall be borne by the Treasury. 
' Mr R A. BUTLER: I cannot adopt my hon. and 
gallant friend’s general suggestion, the scope of which 
might be very wide, but special arrangements as to 
costs are made in appropriate cases where the tax- 
~^ payer is of modest means. The. Board of Inland 


Ws 





i the Courts against a decision by Commissioners on 
' a novel or doubtful question of general application, 
to consider sympathetically proposals for an arrange- 





Personal 


| Messrs COTTERILL, Kırk, Sart & Co, Chartered 

Accountants, announce that as from December 14th, 
| 1953, they have changed their address from Stock 

Exchange Buildings, 33 Great Charles Street, 

Birmingham, 3, to Sun Building, Bennetts Hill, 
a , Birmingham, 2. Telephone: Midland 6772/3. 

Messrs James Worrey & Sons, Chartered 

, Accountants, of 16 Union Court, Old Broad Street, 
| London, EC2, Eastbourne, Ilford and Kingston, 
' announce that, as from January ist, 1954, they are 
taking into partnership Mr R. GORDON TULuey, 
| A.C.A., who has been a member of their staff for the 
` past fifteen years. 
Mr CLEFORD LONG, F.C.A., of The Manor House, 
Manor Street, Bradford, 1, announces that as from 
! December Ist, 1953, he has taken into partnership 
| his son, Mr WILLIAM Casson LONG, A.C.A., who has 
been associated with him for a number of years, The 
practice will continue to be carried on under the name 
‘of CLIFFORD Lone & $on., Chartered Accountants. 

Messrs HERBERT PEPPER & RuDLAND, Chartered 
Accountants, of 33 St James’s Street, London, SW1, 


56 VICTORIA STREET, LONDON, SWI 
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ment.about costs. If my hon. and gallant friend has 
a particular case in mind, I will look into it if he will 

send me details. i 
Hansard, December 8th, 1953. Oral Answers. Col. 1807. 


` _ Post-war Credits 


Mr Gower asked the Chancellor of the Exchequer in 
what circumstances and under what conditions post- 
war credits are accepted in payment of tax obligations; 
and what proposals he has for extending this pro- 
cedure. 

Mr R. A. BUTLER: Post-war credits not yet due for 
payment cannot in general be accepted in satisfaction 
of taxation obligations. But under the arrangement 
referred to in the House on October 2gth, 1946, by the 
right hon. gentleman, the Member for Bishop Auck- 
land (Mr Dalton), the post-war credit for the one 
year 1945-46 was set off against arrears of tax out- 
standing under P.A.Y.E. at the end of that year. I do 
not propose to extend this arrangement. 

In the special case of a bankrupt person, his post- 
war credits may fall to be set off under the bankruptcy 
law against tax due from him. 

Hansard, December 8th, 1953. “Written. Answers. 
Col. 203. 


NOTES AND NOTICES: 


announce that as from December 25th, 1953, they 


‘have taken into partnership Mr Davin BROWNING, 


A.C.A., who served his articles with the firm and has: 
continued with it since qualifying in 1950. The style 
of the firm remains unchanged. 


The Institute of Chartered Accountants in 
_ England and Wales 
Correction to the report of the Meeting of the 
Council on December and, 1953 

The Secretary of the Institute of Chartered Account- 
ants very much regrets that, as a result of incorrect 
information, Mr Frank Walter Bristow, F.c.a., 
London, was reported in The Accountant of Decem- 
ber r2th, 1953 (page 668), as having died. Mr Bristow 
assures the Secretary that he is very much alive. 


Professional Notes 


Mr J. L. Le Fanu, B.A.(CANTAB.), C.A., commercial , 
manager of. Ind Coope & Allsopp Ltd, has been 
appointed a director of a subsidiary company, 
Strettons Derby Brewery Ltd. f 
Mr Kenneth F. Suggett, A.C.A., has been appointed 


JOHN FOORD & COMPANY 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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to the boards of the Argentine Southern Land 
Company, the Cordova Land Company, and the 
Tecka (Argentina) Land Company. He will continue 
to hold the position of secretary to these companies. 


Solution to Double Acrostic 


(x N arcissu S 
e Mount A rara T 
(3) N eve R 
4 K nif E 
E I nterru Pt 
(6 P ooh Ba H 
(7) O vidius Nas O 
(8) O pinio N 
Nores 
Uprights 


Characters from The Mikado and Iolanthe respectively. 

Lights 

V Dialogue from Patience, Act ii, "` 
So the Earls from Jolanthe who lost his fiancée, 
P 5 

(3) Obiter dictum by the judge (His Lordship) in Trial by 
Jury about the Plaintiff — 

‘Oh! never, never, never, 
Since I joined the human race, 
Saw I so exquisitely fair a face.’ 

(4) Mentioned by Rose’ Maybud in one of her pronounce- 
SE Ge See and by Wells in his Act ii duet with 
La 

G } From the he Beale | to Act i of The Mikado. 

6) The well-known pluralist in The Mikado, 

(7) Ovid is mentioned in Act ii of Princess Ida, Robin's 
First Act song in Ruddigore and “The Queen of the 
Fairies’, Act ii, song in Jolanthe. 

(8) Don Alhambra’s Act ii solo from The Gondoliers: 

‘And party leaders you might meet 
In twos and threes in every street ` 
Maintaining, with no little heat, 
Their various opinions.’ 


Costs of Trustees 


In a practice direction on trustees’ costs issued on 
October 27th, 1953, by the Chief Registrar of the 
Chancery Division by direction of the judges of the 
Chancery Division, may be seen a sequel to the case 
of In re Dargie; Miller v. Thornton-Fones and Others 
([1953], 2 All E.R. 577), which was discussed in an 
article entitled ‘Costs and remuneration of trustees’ 
in the issue of The Accountant dated October 24th, 
1953, at page 463. The direction ([1953], 2 All E.R. 
1159) is as follows: 

‘In cases in which trustees are parties in their capacity 
as such and in which it is appropriate that they should be 
indemnified as to Ober proper costs and expenses of the 
proceedings, the order as to the costs of the trustees 
should direct taxation of their “costs and expenses of and 
incident to this action [application] [matter]” without 
the addition of the words “as between solicitor and client”. 


THE ACCOUNTANT 


December 19th, 1953 


On such a direction all costs and expenses properly 

incurred by the trustees will be allowed by the taxing | 

master. The costs of other parties to the proceedings will, 
as hitherto, be ordered either (a) “to be taxed” (i.e. a® 
between party and party); or (b) “to be taxed as between 
solicitor and client”. 

This direction emphasizes the intention that 
trustees should as a general rule be fully indemnified - 
for their out-of-pocket expenses, and provides a short 
and simple formula to be used in the order as to costs 
in cases where trustees are entitled to this indemnity. 
The formula differs from the words used in Poole v. 
Pass ((1839), 1 Beav. 600), in omitting words from, 
instead of adding them to, the familiar formula, ‘costs 
as between solicitor and client’, but the reference to 
costs and expenses ‘of and incident to’ the matter in 
question makes clear the intention that the trustees 
shall be accorded full indemnity. The direction does 
not, of course, in any way affect In re Dargie: trustees 
with a personal interest in the litigation in which they 
indulge will not necessarily be able to obtain an order 
ensuring them full indemnity out of the trust estate. 


Our Contemporaries 


REVISION OG REGENSKABSVAESEN. (Copenhagen.) (Novernber.) 
Tue CONTROLLER. (Brattleboro, Vt.) (October.) 

L’OrcA La ComPTABILITE. (Paris.) (November.) 

Tue BRITISH MANUFACTURER. (December.) 
Tre CDA (New York.) (November.) 
INFORMATION. (Stockholm.) (November.) 
Newsetre. (Manila) (September.) 

THE Law Society’s GAZETTE. (December.) 


D WIrtscHAFTSPRUFUNG. anean ), (November.) 
HANDELSVIDENSKABELIGT penhagen.) 
Other Publications Received 


ABSTRACT OF ACCOUNTS of the City of Johannesburg for the 
year ended December 8th, 1 

Accounts of the Ee County Council for the 
year ended March 31st, 1953. 


SEVENTY-FIVE YEARS AGO 
From Uhe Accountant or DECEMBER zer, 1878 
Accountants’ Incorporation Association 


A meeting of Public Accountants was held in the 
Memorial Hall, Albert-square, on Monday, 16th 
December, 1878, for the purpose of forming an 
Association, having for its object the ultimate passing 
of a bill through Parliament, providing for the incor- 
poration of a properly qualified body of Public 
Accountants, and of opposing in its present shape, a 
bill for that purpose which is now being promoted by 
the Institute of Accountants (London). ‘There was a 
good attendance of Manchester Accountants, and 
representatives were also present from Halifax,’ 
Sheffield, Bolton, Oldham, Rochdale, Blackburn, 
Stockport, Sc... 


MOTOR —— FIRE —— CONSEQUENTIAL LOSS 


MOTOR UNION 


INSURANCE 
COMPANY 
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THE PROFESSION IN 1953 


IE is the custom of critics and commentators each December 


"E 


ESTABLISHED 1874 


to recollect (with the aid of back numbers) the more memorable 

happenings of the past twelve months, and to write around 
them the epitaph for the dying year. Almost all the arts and 
sciences receive this annual valedictory attention and in many 
cases. it is customary to say a few cautious words about trends and 
developments. If the eminent literary critic’s twelve best books 
of the year are all biographies, then he might be justified in 
suggesting that the novel as an art form was dead or, at least, 
dormant. If the cinema critic’s twelve best films of the year were 
all made in France, then he might reasonably imply that the 
industry elsewhere had no future. 

In the accountancy profession there are no similar landmarks 
to help the historian. Auditing, the staple work of the practitioner, 
is a rhythmic and recurring process and any changes in methods 
are evolved too slowly to make sudden impact. Moreover, the 
auditor’s relationship with his client is such that most of his 
work is done, so to speak, by stealth and even when he is required 
by the Companies Act publicly to report on the results of his 
stewardship, the less he has to say the better he — and his client 
— are pleased. 

It is true that the accountant’s place in industry, be it as 
controller, consultant or director, is rapidly growing in importance. 
This is not, however, because the members of the profession 
who occupy these responsible positions have suddenly become 
initiated in new and specialized techniques. Industrial accountancy, 
as Mr T. B. Rosson, M.B.E., M.A., F.C.A., said in his outstanding 
presidential address at the annual meeting of the Institute in 
May, ‘is not a mysterious cult.’ Its intricacies may quickly be 
mastered by applying the basic principles learned — and exercising 
the initiative, skill and judgment fostered — by the best professional 
training. 

Accountancy, then, is not a spectacular calling like, say, art 
or acrobatics and no review of its activities over a single year 
can be expected to be in any way sensational. It may safely be, 
said, however, that the prestige of the profession in the eyes of 
the financial and commercial world has never been higher than it 
is today, and that at no time in its history have the demands for 
the services of accountants been greater. 

This confidence of the community is reflected in the steadily 
increasing membership of the principal accounting bodies. 
Furthermore, this recruitment has been achieved without any 
deviation from the high standards of qualification necessary to 
ensure for the future the same traditions as have been maintained 
in the past. At the end of last year, the combined membership of 
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the three Institutes, the Society and the Associa- 
tion totalled 40,897 as compared’ with 5,550 in 
1902. 

In order to preserve the honourable place 
which the profession has won for itself in the 
world of affairs, it is essential that members should 
be well informed on such new legislation as con- 
cerns their work and, also, that they should have 
opportunities for meeting together to discuss the 
latest developments in accounting thought. Judg- 
ing from the chronicled activities of 1953, the 
importance of this second point is fully recog- 
nized. Foremost among these gatherings are the 
regular summer schools or conferences held by 
the respective professional bodies. The Institute 
brought off its biennial double by having its 
seventh annual summer school at Christ Church, 
Oxford, in July, and its twenty-first autumnal 
meeting, held in alternate years, at Scar- 
borough in October. The Society’s residential 
course took place at Cambridge in September-and 
the venue of the Association’s annual conference 
was Folkestone in June. The Scottish Institute 
held its first summer course at St Andrew’s 
University in July and our contemporary, 
Taxation, selected Bournemouth in October for 
its third annual conference. At each of these 
assemblies both the quality of the papers delivered 
and the enthusiasm of the discussions, formal or 
informal, which followed, demonstrated the vital 
interest which is being taken by.members in the 
affairs of the profession. We feel sure that the 
other lecturers will not regard it as invidious if 
we make special mention only of the address 
given by Mr Joun L. Carry, the executive 
director of the American Institute of Accountants, 
at Christ Church, on the organization and 
activities of the accounting profession in the 
United States. This paper was of particular sig- 
nificance not only for the insight it gave into 
.American principles and practices but also for 
the constructive comparisons which could be 
made from it of conditions in the two countries. 

During the year, accountants have, as hitherto, 
been prominent other mm serving on committees 
or in submitting expert evidence thereto. The 
committee set up last December under the chair- 
manship of Mr Monracu L. GEDGE, Q.C. — its 
- members also include Mr JOHN ADAMSON, C.A. — 
to consider the practicability of issuing no par 
value shares in this country, has received memo- 


THE ACCOUNTANT 


December 26th, 1953 


randa from the English and Scottish Institutes, 
the Society and the Association. Evidence has `}. 
also been submitted by these bodies to the Board ` 
of Inland Revenue on the present anomalous 
state of estate duty law. 

Notable book publications of the year included 
the official record of the proceedings of the Sixth 
International Congress on Accounting, held in 
London last year, and (from America) the 
encyclopaedic two-volume C.P.A. Handbook.. 
Two important pamphlets were issued by the 
Council of the Institute towards the close of the 
year. One was entitled ‘Notes on the treatment 
of profits tax in accounts’ and the other — No. XVI 
of the series of recommendations on accounting 
principles — ‘Accountants’ reports for prospect- 
uses: adjustments and other matters’. Both have 
commanded widespread attention in the City. ., 

The retirement last June of Mr J. C. LATHAM, 
D.L., F.A.C.C.A., F.S.A.A., F.C.1LS8., from the secretary- 
ship of the Association of Certified and Corporate 
Accountants ended a spell of more than thirty-one 
years of outstanding service. MR LATHAM has - 
consented to act as a part-time director in an 
executive and consultative capacity so that the 
benefit of his long experience and ripe wisdom 
will not be lost to the Association or to the 
profession as a whole. ~ 

It is appropriate that, as indicated above, any 
review of the passing year should also look 
cautiously ahead. It is a commonplace that the 
future of the profession depends on the quality 
of each new generation of members but, like - 
all other generalizations, it is sometimes over- 
looked. At the Institute’s autumnal meeting, 
the President, Mr James BLAKEY, F.C.A., empha- 
sized the care which should be taken by prac- 
titioners to see that only the right kind of student 
is admitted to articles. Worthiness to become a 
member of the profession must be the first 
requirement of each potential clerk. The Presi- 
dent suggested that principals should review the 
position of each clerk after three years’ service in 
articles. This policy would enable those students 
who had shown no real aptitude for accountancy 
to make a fresh and timely start in some other 
occupation before any unhappy complex, brought 
about by repeated examination failures, set in. It 
would also help to ensure that the lustre of the 
profession, in the unique position it occupies in 
modern society, remains undiminished. 
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TAXATION OF PARTNERSHIPS 


CHANGES UNDER THE FINANCE ACT, 1953 
- by T. J. SOPHIAN ` 


introduced some important alterations with | 


Gane 19 of the Finance Act, 1953, has 


regard to the taxation of partnerships in cases 
in which a change takes place in the constitution 


: of the partnership. 


Before examining the effect of this section it is 
necessary to consider the commencement and 
cessation provisions of the Income Tax Acts. 

Where a business. is commenced’ which will 
usually be in a broken year and not at the very 
commencement of the financial year on April 6th 
— the assessment for the first three years normally 


| will be as follows: 


For the first year in which the trade is com- 


' menced, it will be on the actual profits; in such 
| year; for the second year, on the profits of the 
: first twelve months of the business; for the third 


year, on the profits of the preceding year up to 
which accounts are made up (Section 128 of the 
Income Tax Act, 1952). 

But the owner of the business has the option 


to be assessed for both the second and third 


years — but not for one of those years only — on 
the actual profits respectively made in the second 


. and third years (Section 129 (2) of the Income 


Tax Act, 1952). In order that this option should 
be exercisable, however, notice to that effect 
must be given to the Inspector within two years 
after the end of the second year of assessment; 
but should the taxpayer repent of his exercise of 


: this option, he is given a locus poenitentiae, and 
, he may revoke the option by giving notice to that 
| effect within twelve months after the end of the 
` third year of assessment (proviso to subsection 


(2) of Section 129). ` 


Discontinuance of Trade 
Where there is a discontinuance of trade, the 


, two material periods which will be affected are 
| the last year of the trading, which may be a 


broken period, and the penultimate year. 

For the last year of trading, he will be charge- 
able on the actual profits as from April 6th in 
that year down to the date when the business 
was discontinued. And for the year of assessment 
previous to that year, the penultimate year, he 
will be chargeable either on the basis of the actual 
profits earned in the ante-penultimate year, or 
on the profits of the penultimate year, whichever 


ky 


are the greater. In other words, therefore, he will 
be chargeable in respect of the penultimate year 
on the actual profits of that year, if those profits 
exceed the profits made during the previous year. ` 
(Section 131 of the Income Tax Act, 1952). 


Change in Partnership: Law Prior to the 1953 
Finance Act 
Where the constitution of a partnership was 
changed, the assessment of the partnership, 
notwithstanding, would have been made on the 
normal basis, i.e. on the basis of the profits 
made during the year preceding the year of 
assessment, unless all the persons engaged in the 
trade both before and after the change, within 
twelve months of the change, gave the requisite 
notice exercising the option conferred by Section 
145 of the Income Tax Act, 1952. According to 
this option, the assessments would be made on 
the basis of the old partnership having discon- 


‘tinued the trade at the date of the change, and 


of the newly-constituted partnership having com- 
menced a new business as at that date. 

And, accordingly, the adjustments referred to 
above, with regard to the commencement and 


‘discontinuance of business, would have to be 


made. 

The exercise or non-~exercise of such an option 
according to the circumstances may have bene- 
fited some of the partners and may have preju- 
diced others. ` 


The Osler v. Hall Decision 
Furthermore, the existence of the option opened 


the door to legitimate tax avoidance, of which a 


good illustration is afforded by the case of Osler 
v. Hall & Co (11 A.T.C. 253; 17 T.C. 68). 

In that case the constitution of the partnership 
was changed twice within a short space of time. 
The original firm was firm 1, and its constitu- 
tion was changed on March 21st, 1929, by the 
retirement of a partner; whereupon a new firm, 
firm 2, came into being. Firm 2 carried on 
business from March 22nd, 1929, to March 30th, 
1930. The constitution of firm 2 was later 
changed on March 3oth, 1930, by the admission 
of a new partner, whereupon firm 3 came into 
being. 
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The option was exercised on the occasion of 
the second change in March 1930, but not on 
the occasion of the first change in March 1929. 
The profits were as follows: 

Year ending 

April sth, 1928 (the ante- penultimate year) 


í (earned by firm 1) 50,000 

. April 5th, 1929 (the penultimate year) 

, (earned by firm 1) > 114,000 
April 5th, 1930 (earned by firm a Nil 


Firm 1 was assessed for year ending April sth, 
1929, on the £50,000, the profits of the previous 
year, but no adjustment of this assessment was 
made under Rule o (2) of Cases I and II on firm 2 
in respect of the Diren days March 22nd to 
April 5th, 1929. Firm 2 would have been assess- 
able for the year ending April 5th, 1930, on the 
profits of £114,000 made during the previous 
year, but by the service of the notice exercising 
the option on the occasion of the second change, 
the discontinuance and commencement provisions 
referred to above were brought into operation. 
As the result of the notice, accordingly, firm 2 
were chargeable for the year ending April sth, 
1930, on the actual profits made during that year, 
which were nil, so that there was a nil assessment 
on firm 2 for the year ending April 5th, 1930. 


The Fallacy in the Crown’s Argument 


But then the Crown sought to argue that as 
the profits ({114,000) for the previous year 
ending on April 5th, 1929 (i.e. the penultimate 
year) exceeded the profits (£50,000) made during 
the ‘ante-penultimate year’ ending on April 5th, 
1928, by the sum of £64,000, the assessment on 
firm 2 for the penultimate year ending April 5th, 
1929, should be on the excess of £64,000. But 
the difficulty in the way of the Revenue was that 
the assessment for the year ending April 5th, 
1929, viz. £50,000 (based on the profits of the 
previous year ending April 5th, 1928) had been 
made not on firm 2, but on firm 1, but firm 2 had 
never been assessed and charged for the year 
- ending on April 5th, 1929. As Finlay, J., pointed 
out, one cannot have a charge on A. for year 1 
and have an additional assessment levied for the 
game year 1 on B., a different person. 
Thus he said (11-A.T.C. 258): 


‘Now it seems to me—and the words “additional 
assessment” show it; the whole structure of the 
section’ [Section 31 (b) of Finance Act, 1926] 
‘shows it~ that the thing manifestly contemplates 
an assessment upon a person, that assessment 
being by reason of subsequent events inadequate, 
and, therefore, an additional assessment being 
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made upon that person... . It seems to me that it is 
obvious that what the Legislature is dealing with is 
the case, the simple case, the usual case, no doubt, ~ 
where a person has been charged and then, in the 

light of subsequent events, it is proper to make 

an additional charge upon that person. But the 

whole basis of the thing must, as I think, be the 

existence of a charge upon the person upon whom 

it is now proposed to levy an additional assessment. 

Now if that is right, the whole basis of the Crown’s 

case fails, and fails because Hall & Co, No. 2, 

never were in fact charged for this year of assess- 

ment. All that can be said is that Hall & Co No. 1 

having been charged, an adjustment might have 

been made in respect of a period of fourteen days. 

That adjustment never was made and I think it 

can be ignored. Here, the substance of the thing 

clearly is this: that not Hall & Co No. 2 but Hall 

& Co No. 1 were carrying on the business in the 

year in question, and they were the people who 

were assessed. They were charged. You cannot, as 

J think, have a charge upon one firm, Hall & Co 

No. 1, and then an additional assessment levied 

upon another firm Hall & Co No. 2.’ 


This case, therefore, has enabled partnerships 
in the past to avoid taxation by making, at suit- 
able times, changes in their constitution. 


Finance Act, 1953 


Let us now consider the alterations introduced 
by Section 19 of the Finance Act, 1953. 

Under subsection (x) of that section, as regards 
changes occurring in 1953 and after, there will be 
an automatic cessation and commencement, 
unless all the persons engaged immediately 
before, and immediately after the change, elect 
otherwise, for which purpose notice to that effect 
must be given to the Inspector within twelve 
months after the date of the change (subsection. 
(3) of Section 19): In order, however, that this 
election should be exercisable there must be 
some continuity in the partnership, and there 
must bé at least one person who was a member of 
the old firm who is now a member of the new firm. 
Where a partner who has to make the election, 
dies, the election may be made by his personal 
representatives (subsection (6)). 


Carrying Forward of Losses 


Under Section 342 of the Income Tax Act, 1952, 
losses sustained in a business can be carried 
forward and be taken into account for future 
years in which the business is still carried on. . 
And under Section 341 of the Income Tax Act, 
1952, which replaced Section 34 of the Income Tax 
Act, 1918, relief could be obtained by adjustment 
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of the tax liability for the year in which the loss. 


_ occurred, the loss being set off against any income 


© for that same year. Subsection (3) of Section 15 


of the 1953 Finance Act has extended this relief, 
by allowing the loss to be carried forward but 
for one year only, and set off against any income 
of such subsequent year, provided the same 
business in respect of which the loss was made is 
being carried on in stich subsequent year. 

It is apparent, therefore, that Section 342 
relief, and the extended Section 341 relief (i.e. 
extended by Section 15 (3) of the Finance Act, 
1953) postulates the carrying on of the same 
business in the year in which the relief i is being 
claimed. ; 

Now if there is cessation and the commence- 
ment of a new business as the result of a change 
in a partnership, such relief could not be claimed, 
but subsection (2) of Section 19 of the Finance 
Act, 1953, expressly provides that a person who 
was a partner in the old business and who is iow 
a partner in the new business as the result of the 
change, is to be treated nevertheless as carrying 
on the same business, for the purpose of claiming 
such reliefs against losses. Further, under para- 
graph (6) of subsection (2) of Section 19, a ‘con- 
tinuing’ partner may set off any loss sustained 
by him in the part of the assessment year before 
the change, against any profit earned in the same 
year after the change. 

Furthermore, under paragraph (c) of Section 
Ig a continuing partner’s share of any unex- 
hausted initial or wear and tear or other capital 
allowances under Parts X or XI of the Income 
Tax Act, 1952, in ‘respect of the old partnership, 
can be carried forward and set off (under Sec- 
tion 342 of the Income Tax Act, 1952) against 
the profits of the new partnership in future 
years. 

In other words, because of the ee of 
the cessation and commencement provisions, 
upon the change in the partnership, unexhausted 
capital allowances of the kinds above-mentioned 
would have been lost, but they are now expressly 
preserved for the benefit of continuing partners 
(i.e. persons who were partners in the old and 
are now partners in the new business) by para- 
graph (c) of Section 1g (2). 

Furthermore, in determining the shares of a 
continuing partner in such unexhausted capital 
allowances, regard must be had to the proportion 
of the rights and profits to which such partner 
was entitled in accordance with the terms of the 
old partnership and not any altered terms under 
the new partnership (Section 19 (2)). 
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Position where: Notice of Election is Given 


Suppose now that an election has been made by 
all the old and new partners, so that the automatic 
cessation and commencement provisions are not 
to apply. Tax will be computed for the year in 
which the change has taken place as if in fact 
there had been no change, and will be assessed 
and charged separately on the old and new 
partners, and apportioned between them as the 
General or Special Commissioners, as the case 
may be, might deem just. The procedure under 
Section 329 of the Income Tax Act, 1952, 
relating to apportionment will apply E 19 
(4) (a) of the Finance Act, 1953). 


Overruling of Osler v. Hall- 


The effect of the decision in Osler v. Hall, which 
has been considered in detail above, is avoided 
by paragraph.(b) of Section 19 (4) of the Finance 
Act, 1953. As has already been pointed out, as 
the result of Osler v. Hall, a partnership could, 
according to the circumstances, avoid tax by 
making successive changes in its constitution at 
opportune moments.-But now under the above 
paragraph (b), if there is a change but the business 
is treated as being continued notwithstanding, in 
consequence of the election, and if before the 
end of the following year of assessment after the 
change has occurred, there is another change and 
no election, so that there would be án automati¢ 
discontinuance and commencement on the occa- 
sion of the second change, then if the actual 
profits of the penultimate year exceed the amount 
of the assessment for that year, an additional 


-assessment will be made on the partnership, as 


it was assessed immediately before the ` first 
change (i.e. the change after which the business 
was nevertheless treated as continuing because 
of the exercise of the option). 

If one refers now to the figures and dates in 
the’ case of Osler v. Hall which are given above, 
the effect, if paragraph (b) of subsection (4) of 
Section 19, had Section 19 been then in operation, 
would appear to be that the excess of £64,000 
(by which the profits of {114,000 made during 
the ‘penultimate year’ exceeded the profits of 
£50,000 made during the ante-penultimate year, 
which formed the basis of the tax assessment for ` 
the penultimate year), would have been the sub- 
ject of an additional assessment for the penulti- 
mate year, which additional assessment would 
have been made on firm r in that case and not, 
it appears, on firm 2, since firm 1 were the 
persons charged for the period before the first 
change. 


710 


THE ACCOUNTANT 


December 26th, 1953 


THE ALTERNATIVE TO WINDING-UP 


‘ Section 210 of the Companies Act 
by SPENCER G. MAURICE 


HE position of members in a case where 

it is ‘just and equitable’ that a company 

should be wound up is improved by the 
inclusion in the Companies Act, 1948, of a 
provision (Section 225 (2)) requiring that the 
Court shall, in such cases, generally make a 
winding-up order on the presentation of a petition 
by contributories, whereas before the Court 
hesitated to make an order if there was an 
alternative remedy open to the petitioners. 
Furthermore, the Legislature, contemplating that 
there are times when a winding-up order, no 
matter how justifiable, is disastrous to those 
who have cause to seek it, in Section 210 gave 
an alternative remedy to contributories who 
complain of oppression. 


- First Judicial Examination 

. It. was not until the case of Elder and Others v. 
Elder and Watson Ltd ([1952] S.C. 49) that the 
scope of Section 210 came to be examined by the 
Court, and though the petition to the Court of 
Session was something of a brutum fulmen and 
brought no satisfaction to the petitioners, the 
case is none the less valuable. It is true that 
decision is not binding on the English Courts, 
but there is no doubt that, as Section 210 is 
common to England and Scotland, the learned 
judgments of the Lord President (Cooper) and 
Lord Keith (with which Lord Carmont and Lord 
Russell agreed) would carry great weight in 
England. 

The circumstances of Elder and Others v. 
Elder and Watson Ltd were altogether regrettable. 
The petitioners and the respondents were all 
members of a small family company and had 
fallen out to such an extent that actual physical 
violence had been done by brother to brother, 
‘The objections of the third, fourth and fifth 
petitioners were so groundless that the Court 
did not consider them: the first two complained 


that they had been removed or excluded from’ 


the office of director of the company and that 
they had been forced to retire, one from his 
position as secretary of the company, the other 
from his position as factory manager. The 
petition was presented after some - eighteen 
months’ delay, during which time abortive nego- 
tiations were carried on for the sale SS the first 
two petitioner: shares, 


Purpose of the Alternative 


‘The Lord President first pointed out that the 


purpose of Section 210 was to provide a method 
alternative to winding-up when winding-up would 
bea 
f.. cure... worse than the Oe owing to 
the prejudice likely to be inflicted upon the 
applicants for relief as a result of a compulsory 
liquidation of the company’. (At page 54.) 
He then drew attention to the fact that it-was 
clear from the section that, save in the case of 
intervention under the section by the Board of 
Trade, the Court could only act on a petition if 
satisfied, first, that the company’s affairs were 
being conducted in a manner oppressive to some 
part. of the members including the petitioner; 
secondly, that to wind-up the company would 
prejudice unfairly that part of the members; 
and, thirdly, that otherwise the facts would 
justify the making of a winding-up order under 
the ‘just and equitable’ clause (Section 222 (f)) - 
a step which the Court, in spite of its wide powers, 
would only take as a last resort when strong 
grounds for a winding-up existed. There was no 
doubt in Elder and Others o. Elder and Watson 
Ltd that a winding-up would be prejudicial to 
the petitioners. 
Application of the ‘Just and Equitable’ 
Jurisdiction 
Having referred to the practice of winding-up 
under the ‘just and equitable’ clause, and pointed 
out that the authorities showed that conduct 
technically legal and correct may nevertheless be 
such as to justify winding-up, while conduct 
involving illegality and contravention of the Act 
may not, the Lord President drew the conclusion 
that the ‘just and equitable’ jurisdiction had been 
applied only where the circumstances had 
‘<. . been such as to warrant the inference that 
there has been, at least, an unfair abuse of powers 
` and an impairment of confidence in the probity 
with which the company’s affairs are being con- 
ducted, as distinguished from mere resentment on 
the part of a minority at being out-voted on some 
issue of domestic policy’. (At page 55.) 
He continued: 
“The phrase “oppressive to some part of the 
members” acquires a certain colour from its 
collocation in Section 165 [which is concerned 
wal investigation: by the Board of Trade: v. infra] 
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with such stronger expressions as “intent to_ 


defraud”, ‘“‘fraud”, ‘“‘misfeasance” or “other mis- 
- conduct”, and the essence of the matter seems to 
be that the conduct complgined of should at the 
lowest involve a visible departure from the stand- 
ards of fair dealing, and a violation of the condi- 
tions of fair play on which every shareholder who 
entrusta his money to a company is entitled to 
rely. This, broadly speaking, was the class of 
case which the draftsman of Section 210 evidently 
had in mind, and the question is whether the 
petitioners. have brought themselves within the 
scope of the section.’ 


Who May Petition 
Lord Keith considered to whom a petition under 
Section 210 is open, and came to the conclusion 
that, apart from the Board of Trade, only a 
member in his capacity as member could invoke 
it, and that it was not open either to an employee 
who alleged that he had been treated oppressively, 
or to a director; his Lordship hastened, however, 
to make it clear that he did not overlook the fact 
that conduct towards an employee or officer may 
. have some relevance in an application under 
Section 210 if it is part and parcel of conduct 
designed to react on the rights of members as 
such or to further.a scheme whereby the rights 
of a section of membera may be prejudiced.’ 
(At page 58.) 
Lord Keith appears to be the first judge to draw 
attention to the fact that an application under 
Section 210 is, apart from the case of the Board 


_ of Trade, limited to members, and it is interest- 


ing to compare this limitation with the limitation 
upon the company’s liability for statements in 
its articles of association as decided in the leading 
case of Eley v. Positive Government Security Life 
Assurance Co Ltd ((1876) 1 Ex. Div. 88). 


The Board of Trade as Petitioner 
The power of the Board of Trade to petition the 
Court for an order under Section 210 arises 
under Section 169 (3), which gives the Board 
the right to present a petition to that end if it 
appears to it from any report of one of its In- 
spectors that it is expedient to do so by reason 
of any of the circumstances referred to in Sec- 
tion 165 (b) (i) and (ii), namely, circumstances 
suggesting that the company’s business is being 
conducted with intent to defraud its creditors or 
the creditors of any other person,- or otherwise 
for a fraudulent or unlawful purpose, or in a 
manner oppressive of any part of its members, 
or that it was formed for any fraudulent. or 
unlawful purpose; or that persons concerned 
with its formation or the management of its 
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affairs have in connection therewith been guilty 
of fraud, misfeasance or other misconduct to- 
wards it or towards its members. 

Since these circumstances may presumably be 
brought to the Board’s notice by a member, it 
accordingly appears that a member may be able 
to obtain an order under Section 210 by leading 
the Board to present a petition, as well as by 
presenting one 


Oppression, not Deadlock, Must be Proved 
The defendant company might, as the Lord 
President said (at page 56), ‘be fairly described 
as a domestic and family concern, and a small 
one at that’, and it was contended for the peti- 
tioners that the Court should treat the case 
exactly as if it were an application under Section 
35 {d) of the Partnership Act, 1890, . which 
provides that the Court may decree a dissolution. 

‘When a partner, other than the partner suing; 

wilfully or persistently commits a breach of the 

partnership agreement, or otherwise so conducts 
himself in matters relating to the partnership 
business that it is not reasonably practicable for 
the other partner or partners to carry on the 
business in partnership with him.’ 

This contention was based on the authority of 


‘In re Yenidje Tobacco Co Ltd ([1916] 2 Ch. 426), 


where the Court of Appeal (affirming the decision 
of Astbury, J.,) applied the principle of partner- 
ship and held that it was ‘just and equitable’ to 
wind-up a company where there was a complete 
deadlock between the only two shareholders, 
who were both also directors. Both the Lord 
President and Lord Keith pointed out that 
before Section 210 could be invoked it was neces- 
sary to show ‘oppression’ of some part of the 
members of the company. ‘Mere loss of confi- 
dence or pure deadlock does not, I think, come 
within Section 210’, said Lord Keith (at page 59); 


i Examples of Oppression 

Lord Keith referred to Loch and Another v. John 
Blackwood Ltd ([1924] A.C. 783) and Thomson v. 
Drysdale ([1925] S.C. 311) as cases where there 
was oppressive conduct such as might justify 
the invocation of Section 210. In the former 
case, which came before the Judicial Committee 
of the Privy Council on appeal fromm the West 
Indian Court of Appeal (Barbados), the directors, 
by omitting to hold general meetings, submit 
accounts, or recommend a dividend, had laid 
themselves open to the suspicion that they 
intended to keep the petitioners in ignorance of 
the company’ 8 position and affairs and to acquire 
the petitioners’ shares at an undervalue. 


712 


In the latter case, the First Division of -the 
Court of Session found that, in a company eh 
only two shareholders, one with a preponderent 
voting power, had so usurped the powers of the 
company ae Io make it impossible for the other 
to retain confidence, in the impartiality or probity 
of the administration of the company. What 
brought Section 210 into play, said Lord Keith 
(at page 60) was: 

*. . . not lack of confidence between shareholders 

per se . . . but lack of confidence springing from 
` oppression of a minority by a majority in the 

management of the company’s affairs, and oppres- 
sion involves, I think, at least an element of lack 
of probity or fair dealing to a member in the 
matter of his proprietary rights as a shareholder’. 


Not Appropriate to a Domestic Dispute 
Lord Keith referred to the cases in which the 
Board of Trade can petition under Section 210, 
and did not find there any indication that a 
petition was appropriate in the case of mere 
domestic disputes between directors or members 
or lack of confidence between one section of the 
members and another in matters of policy or 
administration, much less mere private animosi- 
_ ties between members or directors. 

‘The company’s affairs must,’ he said (at page 60), 
‘be conducted in a manner oppressive to some part 
of the members, and that connotes to my mind 
` an 1 abuse of power by some person or persons 
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controlling the company, resulting in injury to 
.. the rights of some part of its members.’ 
Even then the circumstances must be such as 
would justify a winding-up order under the 
‘just and equitable’ clause. 


` Not always an Alternative to Winding -Up 
Lord Keith found nothing to suggest 


. that anything that was done was designed 
to injure the petitioners in their rights as share- 
holders or did in fact do so’ (at page 60) 

or 


‘that the company is not being conducted effi- 


ciently by the existing board in the interests of. 


the members as a whole.’ (At page 61.) 

Not only was a case for an order on a petition 
under Section 210 not made out, but there was 
no relevant ground for holding that it was a 
case for a Seine UP under the ‘just and 
equitable’ clause. 

~ Lord Keith found it unnecessary to consider 
whether there could be a case of oppression within 
the meaning of Section 210 not also justifying 
winding-up as being ‘just and equitable’, but 
uttered the caution that there might well be 
circumstances which would justify a winding-up 
as being ‘just and equitable’ which would not 
justify an application on the ground of oppres- 
sion. In other words, Section 210 and Section 
225 (2) are not inevitably linked together. 


NORTH AMERICAN COMMENTARY — -XLVIII 


Current Accounting Opinions in the United States and Canada 
: by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A(S.A.), 


Yournal of Accountancy, 
New York, September and October 
Advisory Committee on Cost Justification 
EFERRING to the ‘mystery and ignor- 
Re which surround distribution costs, 
the chairman: of the Federal Trade Com- 
mission has said that he will recommend the 
establishment of a committee on cost justifica- 
tion. This committee, comprising accountants, 
economists and lawyers, will investigate the 
feasibility of developing standards of proof and 
procedures for costing to be adopted by the 
Commission as guides to business enterprises. 
Having regard to the tendency of administrators 
to under-estimate the difficulty of specific cost 
determination, the editorial considers that such 
an official inquiry, if conducted by competent 


e 


` Professor of Accounting, McGill University, Montreal 


accountants, might prove of enormous value. 
An authoritative statement of the complexities 
of the problem might thus be put into the official 
record for the guidance of those administrators 


who make rules on the assumption that allocation. 


of costs to specific products is a simple process. 
From this latest evidence of increasing interest 
in cost and profit measurement by the agency 
specifically concerned with the maintenance of 
fair competition, the editorial concludes that the 
work of accountants seems likely to assume 
increasing social importance in the evolution of 
the country’s economic system. 


Cents-less Accounting for the United States 
Post Office 


The United States Post Office Department is 


D 
H D 
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reported to have adopted ‘whole dollar’ book- 
keeping. The Postmaster-General has estimated 


- that this will save the department $500,000 or 
more annually, reducing by from 15 per cent to- 


25 per cent the work of be more mechanical 
types of book-keeping. This is the first federal 
agency to adopt the system. 


The New Ruml Plan 
Mr Beardsley Ruml, whose plan originated the 
United States ‘pay-as-you-go’ income-tax system, 
has announced a plan for introducing certain 
commercial accounting concepts into the federal 
budgeting and financial reporting processes. He 
suggests that capital expenditures for plant and 
investments in liquid assets, such as recoverable 
loans, should no longer be charged to current 
expense. Plant would be amortised over its 
useful life and the investments would be dealt 
with as liquid assets. The basic element in the 
plan, says the editorial, is the introduction of 
accrual accounting. It points out that today 
many of the Government’s operations of a busi- 
ness or financial nature produce a return and 
that a great many assets with earning power are 
acquired. While Mr Ruml predicts large sales to 
commercial organizations by the nation’s atomic 
energy plants, the editorial hopes the Govern- 
ment will seriously consider withdrawing from 
competition with investor-owned enterprise, 
narrowing the scope of the new Ruml plan. It 
sees dangers, such as the capitalization of current 
expenditure, if accrual accounting is adopted, 


` and it suggests that perhaps the first step in con- 


sidering the plan would be the preparation of a 
federal balance sheet, showing separately liquid 
assets, income-producing plant, non-income pro- 
ducing assets and liabilities, both direct and 
contingent. It calls for valuable creative thinking 
on the subject by the accounting profession. 


Re-statement of Accounting Research 
Bulletins 
In July the American Institute.of Accountants 
published Accounting Research Bulletin No. 43, 
Re-statement and revision of accounting research 
bulletins.| This represents a re-evaluation by the 
present committee on accounting procedure of all 
the work of its predecessor committees for about 
fifteen years, and the editorial hails it as the most 
authoritative pronouncement on accounting in 
the United States. It is the result of thousands of 
man-hours spent by members of the committee 
and the research staff, drafting, editing, revising 
and re-drafting, says the editorial, to enhance the 


1 See The Accountant, August zgth, 1953, at page 242. 
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standing of the accounting profession and to 
serve the interests of the community as a whole. 


N.A.C.A. Bulletin (National Association of Cost 
Accountants), 
New York, October’ 

A Profit-Sharing Retirement Plan 
Mr Joseph G. Sidak, Cost Accounting Super- 
visor, Solar Aircraft Co, tells of the plan adopted 
by his company long before the pension plans 
of the automobile and steel industries came into 
being. Each year that profits before taxes exceed 
15 per cent of net worth, the company contributes 
to the plan 124 per cent of the excess, up to a 
maximum of 15 per cent of the total compensa- 
tion paid to the active participants during the 
fiscal year. Employees participate after thirty- 
six months of continuous service, their shares 
being determined by a formula based on straight- 
time annual earnings and years of service. 


The Canadian Chartered Accountant, 
Toronto, September 

Auditors’ Reports 
It has been pointed out to the writer that the 
remarks under this head in North American 
Commentary XLVI! imply that auditors’ reports 
on financial statements of Canadian companies 


‘still today show little uniformity. Actually the 


research committee’s examination of 221 financial - 
statements for 1951, issued since the publication 
of the Canadian Institute’s bulletin No. 6, showed 
that "or conformed in all respects with the 
bulletin’s recommendations. A number of the non- 
conforming reports were basically along the recom- 
mended lines, 


The Auditor and the Statement of Profit 
and Loss 
Miss Gertrude Mulcahy, B.A., C.A., of the 
Canadian Institute’s Research Department, states 
that of 279 auditors’ reports on the 1951 financial 
statements two-thirds included the statement of 
profit and loss within the scope of the opinion, as 
recommended by the Canadian Institute’s Com- 
mittee on Accounting and Auditing Researcli in 
1951. As to the profit and loss statements them- 
selves, she says that, for the most part, the 
‘minimum standards of disclosure’ required by 
the Companies Act, 1934 (Canada) seem to have 
been accepted as the actual standards. Transfers 
to or from reserves are, in a number of cases, 


„still allowed to affect reported net profit, against 


the Research Committee’s recommendations. 
1 The Accountant, September 19th, page 333. 
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MANAGEMENT ACCOUNTING 


FOR PUBLIC ADMINISTRATION 
by LAWRENCE W. ROBSON, F.C.A., F.C.W.A. 


Introduction 


TT gives me great pleasure to discuss the place 
[« Management accounting in the field of public 
administration, because I hold the firm belief that 

management accounting has an important contribu- 
tion to make ro the economic well-being of this 
country, including that-large slice comprised in those 
activities defined as public services. 
` The accountability of public bodies is assuming an 
ever-increasing importance with the growth in size 
and scope of these bodies, and it is being increasingly 
accepted that accountability means something more 
than the containment of expenditure within the 
bounds of voted funds. It calls for proof of the 
production of satisfactory services at the lowest cost. 

It seems to me that there is bound to be a growing 
impetus to the swing away from the earlier conception 
of sanctioned funds and yearly estimates based on 
previous years plus a little something for increased 
wages and material costs. The need is for a sharper 
tool of control in the form of operating budgets, and 
standards developed on similar lines to those used 
in industrial and commercial concerns to ensure 
effective management of public bodies. 

My intention is firstly to outline briefly the general 
conception of management accounting and then to 
consider its applications in the public services. 


Management Accounting in General Terms 


Much has been said and written about management 
accounting in recent years so that it is probable that 
most people have at least a fair idea of what it is.all 
about. But it is probably worth while at this time to re- 
state the guiding principles for consideration in the 
context of our subject. 

Management accounting may be described 
as a comprehensive scheme for reporting on 
all the activities of a concern in line with cer- 
tain established budgets and standards to 
provide effective information at frequent and 
regular intervals for all levels of managerial 
and policy-making responsibility. 

Although other techniques are comprised within 
the general definition, the core of management 
accounting clearly lies in a sound scheme of budgetary 
control developing into a complete or partial set of 
standard costs. 

The main steps involved in setting up such a 
scheme may be stated briefly as follows: SÉ 
(1) Setting budgets and standards 
` (a) Decide on the sections of an undertaking to be 


A lecture delivered to members of the Institute of Public 
Administration, on December 7th, 1953. 





treated as centres for the exercise of control 
through budgets~these sections must be 
clearly delineated as being under one person’s 
authority and responsibility. 

(b) Determine the appropriate unit of output or 
service in each case. 

(c) Assess the expected or required level of output 
or standard of service. 

(d) Set up standards for the rate of output — that is 

- the amount of output expected in a given time. 

(£) Prepare budgets for all the expenditure neces- 
‘gary to achieve the output required. 

_ (f) Allocate general expenditure not specific to 
any one section to the operating sections on an 
equitable basis. 

(g) Bring together the budgeted output and ex- 
pense for each section to obtain a cost rate for 
the agreed unit of output. 

(h) Specify the materials and processes for each 
product and by applying the appropriate cost 
rates and material prices construct a standard 
or predetermined cost in each case. 


(2) Recording actuals 
(a) Set up a code of accounts to ensure correct 
classification for strict compatability with the 
budgets. 
(b) Record in each section the physical output and 
the actual time absorbed in achieving the 
output. 


(c) Record actual expenditure against the appropri- ` 


ate section and classify under the accounts’ 
code. 
(3) Comparisons , 

(a) Compare the actual output in terms of the 
agreed unit with the expected output or unit 
of service. 

(6) Compute the expenditure that should have been 
incurred to produce the actual output, ie. 
adjust the basic budget for variable or semi- 
variable expenses in line with output or other 
agreed factors. 

(c) Compare the computed expenditure with the 
actual amounts incurred. 

(4) Presenting information 
Set out the results of these comparisons in a 
logical and readable manner, having always 
in mind the concepts of ‘pyramid presentation’ 
and ‘control by exception’. 

I think you will agree that basically the steps 
involved in such a scheme are simple and straight- 
forward enough, though their application in particular 
circumstances may call for a considerable degree. of 
technical skill, 
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It is perhaps hardly necessary to repeat the now 
well-known advantages to be derived from the 


introduction of a budgetary control scheme, and I. 


have thought it possibly more helpful to indicate 
the main steps involved. 


Fixing Responsibility for Expense 
However, it may be of interest to stress one or two 
features that are not always appreciated but which 
can be quite potent factors in achieving improved 
results in an organization. -~ 

The process of considering and deciding on the 
clearly defined management divisions for budgeting 
has the inevitable effect of bringing to light gaps or 
overlapping situations in the management structure, 
as a control acheme cannot operate successfully with- 
out a very clear delineation of responsibility, together 
with an equally clear delegation of the required 
authority. It is a common experience to find quite 
striking anomalies in the lines of organization, and 
whilst it is true that personalities can sometimes be 
effective in spite of a lack of clarity in the structure, 
it is generally found that tidying up the lines of 
responsibility and authority is followed by a marked 


increase in the effectiveness of management and a- 


reduction of friction between people who were not 
clear as to their precise relationships. 

The detailed investigations and forward thinking 
that are implicit in the budgeting process frequently 
lead to a reconsideration of operating methods or of 
general policy with lasting benefit to an organization. 
Indeed, it has been said with some truth that con- 
siderable advantage can be derived merely from this 
budgeting process, though naturally the subsequent 
use of these budgets as an instrument of control. 
is the ultimate aim. 


A more subtle feature, but one which may in the 


long run have a marked influence on the general well- 
being of an organization, is the increasing degree of 
co-operation and co-ordination. which is bound to 
follow when managers, technicians and accountants 
get together, as they must do, to set the framework 
and fill in the details for a budgetary control scheme. 
If a scheme is to be effective, the initial co-operation. 
at the budgeting stage must be continued and 
developed through regular meetings at. which operat- 
ing results are discussed with frankness and a 
genuine desire to improve matters. Quite astonishing 
results can follow se rom such discussions once the 
people concerned understand one another’s language 
and outlook, since under those conditions it is possible 
for decisions to be reached through what Mary Parker 
Follett called ‘the law of the situation’: 

It will probably be agreed that all of these features 
are just as appropriate to the operation of any kind of 
public*service as in other types of enterprise. 


Applications of Management Accounting © 
in the Field of Public Service 
Although the modern. form of budgetary control 
undoubtedly stemmed from the original conception 
of a governmental budget, i.e. a forecast sum of money, 
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its underlying principles are now far removed from 
the older form. 

Government and other budgets are produced 
primarily to form the basis for a levy on individuals 
and corporate bodies, and are of little value for 
purposes of management, while the type of budget 
we want to consider tonight is essentially designed to 
be an instrument of management. 

The motives for control of costs’ in a public 
service are different from those that hold sway in a 
commercial undertaking. In the former, the profit 
motive, so all-compelling in the latter, is absent, but 
there can be no doubt about the need for greater 
efficiency to reduce the burden of contribution by the 
public. The necessity for providing adequate service 
may overlay consideration of the total cost, but there 
can never be any excuse for failing to be ‘cost- 
conscious’ about the relation between the results 
achieved and the administrative costs of achieving . 
these results. 

The kind of information necessary for successful 
operation, and that is also possible of attainment, will 
vary somewhat with the type of service concerned, 
and it.seems that the main types may comprise: 

(1) Government departments or other agencies that 

buy and sell commodities. 

(2) A manufacturing business run by a local 
authority, e.g. joinery works for housing pro- 
jects; body building for transport undertaking. 

(3) A service, e.g. public transport, which has ita 
own ct revenue, and aims, taking one year 
with another, to break even.. 

(4) A service which is financed out of public funds 
raised by levy and which is utilized be all 
sections of the populace, e.g. refuse collection. 

(5) A service which is publicly financed, but which 

- ig utilized by only a section of the populace, 
e.g. public libraries. 

(6) Internal service departments, e. g: maintenance 
of transport, which provide a service for ‘a 
main operating department. 

It is surely true that in certain cases, notably in 

(2) and (3) above, the arrangements for control 
ugh management accounting will be exactly 
the same as for a commercial undertaking -- it is not 
the considerations of ownership or finance which 
primarily govern the type of accounting to be used, 
but the character of the enterprise. 7 

However, in many types of undertaking it would 
clearly be foolish to attempt to apply a full scheme of 
budgetary control and standard costs, and we have to 


‘consider how best to make use of some of the 


techniques to provide a useful management tool. 
We are assisted in these attempts because it is a 
fundamental of standard costing that the emphasis is 
on, the cost of a process or service and not on the 
unit cost of the final product, though this naturally 
follows by a process of ‘building block’ construction. 
It follows, therefore, that the best line of approach 


‘in many sectors of public administration is to take the 


constituent functions and to set up performance 
standards and related .costs for each of them. 
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There is a vital difference in mental outlook 
between budgeting for next year’s expenditure 
by reference to current spending plus a safety 
‘cushion’ and the establishment of the real 
work load to be met at a predetermined 
standard unit cost for that work to give the 
budgeted service required. 


In the latter approach there are four steps involved: 
(x) Determine the expected demand for the service 
to be produced, expressed in the appropriate unit of 
output, e.g. one of the functions of a streets depart- 
ment is to keep the roads swept. In this case the unit 
of output could be per ‘mile of road swept’, and the 
expected demand for the service would be established 
by reference to: Sieg 
(ei The agreed standard of cleanliness calling for, 
say, one sweeping every four weeks modified 
for special seasonal effects such as autumn, 
when the leaf problem required more frequent 
„effort in certain streets. 

(b) The total miles of streets to be swept, anticipat- 
ing in the estimate roads to be added during the 
coming year. 

(2) Determine the labour force and equipment 
needed to carry out the expected amount of work. 
In order to do this it is necessary to: 

(a) Decide on the best available methods of doing 
the job and the equipment required (subject 
always to restrictions on capital expenditure). 

(b) Establish performance standards for the various 
methods adopted to tackle different sections of 
the work — these standards should be carefully 
set up so as to eliminate any wasteful practices 
that may have existed and should constitute a 
task aim that will call forth a good effort from 

` all concerned without being so elevated as. to 
seem impossible of achievement. 

(3) Set up budgets, under appropriate headings, 
which are clearly defined, to cover all the expenditures 


required to equip and maintain the agreed establish-, 


ment. Budget headings can be in as much detail as 
may be desired, but aa a minimum it is suggested 
that these should distinguish between: labour, 
materials and supplies; equipment repairs; overhead 
expenses (administrative, clerical, etc.); depreciation. 
If these budgets are to be of real use in managing 
the department it is essential that they should be 
flexible budgets and that in setting them up consider- 
able thought should be given to the manner in which 
ariy item of expenditure may be expected to behave if 
the amount of output is less or more than the 
anticipated figure. It may be that the expenditure 
should vary precisely in conformity with the volume 
of output or units of service achieved, or that within 
a wide range of output it remains the same, or that its 
behaviour: lies between these two extremes — each 
item has to be studied most carefully before a 
decision is reached. - : 

(4) Bring together the expected output or units of 
service and the budgeted cost of that output: to 
compute a predetermined unit cost for the service 
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to be provided. As a result of this process we now have 
a.set of figures that serve several vital purposes: 

(a) It provides a sound basis on which to go forward 
and ask for funds to be appropriated in order to 
provide the service. 

(6) It establishes standards of performance and 
expenditure against which to compare actual 
events as recorded in ensuing periods so that off- 
standard working may be corrected as far as 
possible. 

(c) It more readily enables comparisons to be made 
for like services in other departments or in 
other geographical locations in the same depart- 
ment, since the structure of the unit cost is 
clearly set out. ` 

If, in addition, each set of standards is visualized 
as having the words ‘this can be improved’ written 
boldly across the sheet, then the figures will be a 
constant challenge to the managers to attack methods 
and expenditures to find that cost reduction that is 
always there for those who are prepared to make the 
effort. ` 
A Control by Exception 
Once the budgets are set up and the necessary 
accounting arrangements made o provide periodic 
summaries of physical performance and actual 
expenditures, it is possible to produce statements 
that show up the significant features of the depart- 
ment’s operations — the method of arriving at these 
figures is an accounting function and the details need 
not concern us here. 

These performance reports will set out the work 
units accomplished multiplied by the standard unit 
cost to give the total standard cost of each function 
as compared with the actual cost of operations. 
Variances from expectation will be segregated under 
such headings as: material prices; efficiency; volume 
and expenditure. 

Before such reports are presented, the variances 
will be investigated to find the root causes which 
will lead to suggestions for remedial action. 

The really vital part of the whole scheme of things 
now emerges -— the need for having a formal and 
forcefully directed programme for studying results 
and taking action accordingly. 

{ 

Information a Basis for Action 
The essentials are: 

(1) Regular and prompt consideration of the 
operating statements ~ regularity to avoid this study 
being swamped by other calls on executives’ time, 
and promptness to enable discussions to be held 
while facts are fresh in the minds of all, and to 
enable corrective actions to be taken without expens- 
ive delay. . b 

(2) Procedures designed to get action to correct 
poor results or to consolidate favourable trends. 
There must be absolutely clear allocation of res- 


‘ponsibility for action and an adequate follow-up to 


see that it is taken. : - 
- (3) A responsible and balanced manner of handling 
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the operating results, whereby the statements are 
issued firstly to the sectional managers ‘down the 
line’ so that they can make their inquiries before being 
called upon to answer for the results, and in which 
there is avoided the ‘post-mortem’ atmosphere in which 
scapegoats are sought and blame heavily laid on. 

(4) Prevention of boredom through familiarity by 
selection of special features from time to time for a 
concerted attack instead of ploughing regularly 
through all the details. 

(5) The elimination from statements presented to 
supervisors at various levels of those factors over 
which they can have no control, so that attention is 
focused on the area of their real authority and 
responsibility. 

I should like particularly to stress the point that 
budgets and standards are, or should be, dynamic, 
and that the not uncommonly expressed view that a 
control scheme limits flexibility of action is quite 
false to the atmosphere of a properly run scheme. 

Discussion of results in management meetings is 
concerned not only with deviations from the agreed 
budgets and standards, but also with inquiry into the 
standards themselves in a constantly questioning 
manner, to find improved methods and even better 
control. 

It is especially important from this point of view 
and from the general management angle to see that 
costs due to high-level policy decisions are segregated 
so as to allow normal trends to stand out clearly. 


Cost Reduction 
A very useful device in this connection is to 
set up a ‘cost reduction committee’ comprising 
the top administrators, technical superinten- 
dents and a financial or budget officer. 

This may be an offshoot from an already established 
budget committee or a separate entity, but in any 
case it should be invested with the authority to 
inquire into any department’s procedures and costs 
and to suggest and develop improved methods and 
devices for reducing costs. It may be necessary to 
establish a methods and systems section to make 
detailed studies of work loads, methods, equipment 
and staffing for the establishment of sound standards. 

A frequently raised objection to the introduction 
of a budgetary control scheme is that the existing 
accounting analysis differs in form from that re- 
quired to operate the control scheme. This arises 
because the well-established form of accounts usually 
groups expenditure under subjective headings, while 
the essence of the more modern techniques is their 
emphasis on functions and responsibilities. It is, of 
course, a valid objection if it is only the work in- 
volved in making a change that is considered ~ 
however, it must surely be admitted that the statutory 
or commonly used form of accounts is practically 
useless as an aid to management, and that a regroup- 
ing of the actual figures, even without budgets for 
comparison, would by itself bring advantages in day- 
to-day use of the figures. One of the first steps in 


THE ACCOUNTANT 


‘AT 


setting up a scheme, therefore, is the creation or 
extension of an accounting code that will permit of 
the collection of expenditures against operating 
departments (either directly producing the final 
product or indirectly contributing a service to keep 
the producer’s department in being), and under those 
classifications of expense that are to be used in 
developing budgets. 

There are various methods of dealing with the 
standards and actual figures in the accounting records 
of the organization, but we will not deal with, these 
here ~ they can safely be left to the financial staff. 

It may be of interest to note a fairly recent develop- 
ment in the financing and operating methods being 
adopted for certain sections of the U.S.A. Defense 
Departments. 

In a recent article by Melvin A. Zucker, in the 
N.A.C.A, Bulletin, attention is drawn to the operation 
of ‘industrial funds’ established under 1947 legislation 
whereby a revolving fund is set up to finance the 
payment of operating costs and is reimbursed through 
the prices charged for the products or services 
rendered to its customers who normally are other 
Government departments. It is considered that 
prices established on the basis of production costs 
and the budgeting of customer departments’ require- 
ments on the basis of these prices shows whether the 
operating results of an activity are good or bad, and 
will lead eventually to the development of a perform- 
ance type budget for the Department of Defense as a 
whole. Specific examples of substantial savings are 
quoted as a result of the combined efforts of the 
provider and the user of the service working to 
budgets and making real efforts to keep costs down 
and to obtain value for money spent. 

In addition to routine operations, public bodies are 
concerned from time to time in capital projects of one 
kind or another, and while the arrangements for the 
control of such expenditure within the sanctioned 
sum are well known and established, the use of work 
standards in this connection may be worthy of note. 
Test studies and accumulated data over many such 
projects may enable the supervisors of such work to 
establish work standards of high accuracy for many 
of the elements and operations involved, and these 
standards, when allied to current wage rates and 
material prices, will be of great assistance in achieving 
reliable figures for the sanctioning of funds as well as 
a yard-stick against which to measure the actual 
performance and cost achieved. 

There are other cases in which performance 
budgets and standard costs may usefully be applied 
to certain sections of a department’s work even 
though they may not be readily applicable to the 
whole ~ for example, in office functions. Some careful 
studies followed by the setting of standards for the 
routine office processes provide a considerable degree 
of control and throw up anomalies in loading and 
staffing that otherwise would remain as an unseen 
drag on effectiveness, and therefore a cause of 
excessively high costs. 
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Once the right mental attitude has been developed 
through an initial application of budgetary control 
and work standards to some part of an authority’s 
work, it will be found that numerous other applica- 
tions will suggest themselves, and many examples 
could be discussed in a longer paper. 


Conclusion 


I have endeavoured to set out my views on the con- 
cept of management accounting as applied in public 
administration and to indicate some of the benefits, 
both directly seen and others, less tangible, but 
equally significant, that may arise from the adoption 
of the best available practice. 

I hope also that I have managed to convey to you 
my own strong belief that along the lines I have 
indicated may be found the answers to some of our 
present-day problems in controlling effectively the 
. organizations in the field of public administration. 
It is, of course, not my intention to leaye the 
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impression that nothing is being done already on 
these lines in public authorities. 
in the best of the commercial and industrial under- 
takings in this country, already make use of modern 
techniques in control, but I am convinced that there 
are a very large number of organizations in the public 
administration field that have as yet barely scratched 
the surface on these matters. . 

The trend recently has been for an ever-growing 
slice of the nation’s spending to be handled through 
public bodies of one kind or another. This factor, 
when allied to the very high tax rates borne by the 
populace and the change in the commercial climate 
from a sellers’ to a buyers’ market, surely means that 
more and more will the taxpayer seek assurance that 
his money is being spent effectively. 

- Intelligent action can procéed only from a clear 
appreciation of the factors in any situation, and I am 
convinced that management accounting in the realm 
of public administration has a vital part to play in 
maintaining and improving our standard of living. 


WEEKLY NOTES 


Certified Accountants’ University Scholarship 
Scheme 

The Council of the Association .of Certified and 
Corporate Accountants has decided to institute a 
university scholarship scheme for the benefit of 
certified accountants and students of the Association 
who have passed Section I or Section IT of the Final 
examination. 

The scholarship will be tenable at the London 
School of Economics to enable the recipient to read 
for the degree of B.Sc.(Economics), specializing in 
accounting or other related subject approved by the 
Council, or for a higher degree similarly approved. 

The value of the award will be up to {200 per 
annum with a maximum total grant of {600 during 
the currency of any one scholarship. The Association 
is prepared to consider making the first such award 
with effect from the Michaelmas term, 1954, and one 
additional award each year thereafter. 

The Association will recognize for this purpose 
either the full-time day course at the London School 
of Economics or the evening course, though in the 
latter case preference will ordinarily be given (other 
things being equal) to candidates who are prepared 
to attend the full-time day course during their last 
year. 

Estate Duty Valuation 
of Unquoted Shares: In re Holt 
The case of In re Holt, to which reference was made 
in our issue of December 5th last, is now reported in 
Taxation Reports, Volume 14, No. 62. 

It will be recalled that in this case the Court deter- 
mined the value of the shares at the date of the death 
at 19s per share, although a much higher value had 
been suggested by the Estate Duty Office in the 


earlier stages of the negotiations. On the other hand, 
a lower value had been submitted on behalf of the 
legal personal representatives. It seems clear from the 
judgment of Mr Justice Danckwerts, copies of which 
are now available, that he found himself in some 
difficulty since he had to deal with certain hypo- 
thetical factors which would affect valuations of this 
kind, and then the judge went on to say: 


‘The result is that I must enter into a dim world 
peopled by the indeterminate spirits of fictitious or 
unborn sales; it is necessary to assume a prophetic 
vision of a prospective purchaser at the moment of 
the death of the deceased and firmly to reject the 
wisdom which might be provided by the knowledge 
of subsequent events.’ 


A number of chartered accountants were called as 
witnesses for both sides and Mr Justice Danckwerts 
said: 

‘In my task I have had the assistance of a number 
of experts on each side, who differ in their opinions 
in the manner in which experts normally do.’ 

It is not surprising, therefore, that there should be 
marked differences of opinion in arriving at a valua- 
tion of shares in the light of conditions that are hypo- 
thetical and not practical. This is particularly the 
case where the persons carrying out the negotiations 
are all men of much practical experience. 

It has been suggested to us that the words used in 
our leading article of December sth last might be read 
as a reflection on the officers of the Estate Duty 
Office. We have, of course, the highest regard 
for officers of the department, who have to carry out 
the difficult task of interpreting the law relating to 
valuations in the light of the difficulties to which Mr 
Justice Danckwerts referred. 
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New Currency Record 


— The fiduciary issue is one of those economic indices — 
® there are several others such as prices and taxation — 


which always go up at certain seasons but never come 
down. The Christmas fiduciary note issue, which 
measures the change in the public’s demand for notes 
in one period as against another, has gone up to a 
new record level. This week the currency demand has 
risen to £1,632 million compared with £1,550 million 
at the same time a year ago. In 1938 the corresponding 
level was £505 million. 

Christmas shopping is generally thought to have 
been slow to get under way this year, due in part to 
the very mild weather which has delayed the quicken- 
ing of the Christmas spirit—one bad almost said 
damped it. On the other hand there has been higher 
industrial output and employment this year than last 
and it may have been these influences which have 
enabled the note issue to live up to its reputation of 
recent years and set up a new record every Christmas. 


Roads — A Beginning 
It was announced in the House of Commons last 
week that the expenditure on roads is to increase from 
Ze million a year to about {14 million or £15 million 
in 1957-58. Total expenditure over the next three 
years will be of the order of £50 million and the level 
achieved over this period is to be maintained. 


For some time to come it is clear that an annual , 


sum of this order, notably higher though it may be 
than has been allocated from the Road Fund in 
recent years, can still do no more than a patching up 
job. Thus, the schemes announced to be put in hand 
in the next year or two are aimed at removing some 
of the more notorious black spots in localities with 
heavy traffic or on the trunk roads which bear heavy 
lorry traffic. 

Perhaps the principle of higher outlay now con- 
ceded and the higher priority given from now on to 
roads is the important issue. The principle conceded, 
gradually larger sums may be spent. At the moment 
the higher rate of expenditure will do no more than 
slow down the rate of decay of the roads, not build 
them up as a capital asset. The task of doing this is 
an enormous one and the money capital available 
to finance it desperately small. 


Colonies Sterling Assets 
In the crises which have afflicted the sterling area 
since the war, the colonies have maintained an out- 
standing reputation as earners of hard currency. In the 
latest crisis at the latter end of 1951, the colonies 
played an indispensible role in slowing down the rate 
of drain on our dollar and gold resources. 

In a White Paper published this week a useful 
break-down is given of the colonies’ sterling assets. 
It is pointed out that between 1949 and 1952 these 
assets increased from £670 million to £1,222 million. 
A good deal of this advance was due to the boom in 
commodity prices after the Korean war started. In 
the earlier years much of this surplus was due to 
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Government and public savings and also to the 
inflow of investment from overseas. In 1950 and 1951, 
however, the flow of overseas investment in par- 
ticular had been seriously reduced and in its place 
there had developed a large balance of payments 
surplus for the reasons already given. 

The split-up of the total shows that 36 per cent of 


. these assets is accounted for by funds held in London 


for convenience by colonial governments. A further 
30 per cent is held by the various currency authorities; 
12 per cent is held by the marketing boards (these 
handle the large flow of exported produce such as 
cocoa), and a final 22 per cent is held by the banks. 

The White Paper points out that the trend of 
commodity prices is downwards and that these 
reserves will provide a valuable cushion for develop- 
ment schemes in the lean years and that in conse- 
quence colonial governments can plan their economic 
development with confidence in the future — which 
was often not the case in pre-war days. It is of course 
also true that the more prosperous these territories 
‘become the larger their reserves will have to be. 
Growing assets breed the need for growing assets if 
prosperity is to be increased.” - 


Coming Meat Conferences 

It has been announced that talks will take place in 
-February between the British and New Zealand 
Governments on the future of the meat contract 
which at present governs the terms on which New 
Zealand exports meat to this country. The talks will 
coincide with discussions between representatives ` 
of this country and Australia on the same subject. 

Both countries have fifteen-year agreements with 
this country by which the United Kingdom takes the 
export surplus from each at agreed prices. Prices have 
been subject to annual review with limitations on the 
amount which they can move in either direction at 
any one time. This provision was originally written 


- into the contracts to protect this country from the 


effects of world inflation and also at a time when there 
was a shortage of meat for export. Until recently this 
country was in fact in a very weak bargaining position 
with its suppliers, for whereas their export markets 
were becoming less important as their domestic 


“ consumption of meat increased (this has also applied 


to Argentina), this country could not keep itself 
supplied with meat from its own farmers. 

Now the situation has changed somewhat. Meat | 
trading is being handed back to private hands in 1954 
and with that comes a return, up to a point at least, 
to a world-free market for meat. This is a situation 
which neither Australia nor New Zealand can view 
without mixed feelings. In the past there has been 
a considerable body of opinion in both countries 
which favoured free trading as against a fifteen-years 
agreement. Now with the prospect of an end to the 
rise in meat prices and the fifteen-years contracts 
operating against thein while yet offering a modicum 
of security for their export sales they are in some- 
thing of a quandary. 
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Men of Mathematics 
_ Volume I 
by Professor E. T. Bell 


(Penguin Books Ltd, Harmondsworth, Middx. 
zs 6d net) 


First published in 1937, Professor Bell’s delightful 
book on the lives and achievements of the great 
mathematicians of the world is now available in the 
Pelican series. Those who have little knowledge of 
mathematics and are interested in people rather than 
in ideas, need have no fear that the going will be 
heavy. The author has the human touch and, while 
full mention is made of the scholarly attainments of 
his chosen subjects (some three dozen in all), the 
accounts he gives of their sometimes involved private 
lives are models of insight, understanding and good 
humour. 

Professor Bell puts Archimedes, Newton and 
Gauss in a class by themselves among the really 
great mathematicians. Everyone knows of the first 
two but the third will be associated by many only 
with the war-time technique of ‘de-gaussing’, which 
is an application of one of his numerous discoveries. 
The ‘runners-up include Descartes, Pascal and 
Liebnitz and a curious omission from the selection 
is John Napier of Merchiston, the inventor of 
logarithms, who is referred to only once in the text. 
David Hume said that to Napier ‘the title of great 
man is more justly due than to any other whom 
Scotland produced’, and although this judgment was 
made two hundred years ago, it is probably still 
valid. 

An Outline of Statistics 
Fourth Edition 
by Samuel Hays, O.B.E., B.Com.(Hons.), F.I.S. 
(Longmans, Green and Co Ltd, London. ros 6d net) 
There are times, Lady Bracknell’s daughter said, 
when it becomes more than a moral duty to speak 
one’s mind. It becomes a pleasure. The same might 
be said about learning statistics with the help of 
Mr Hays. The support of the science is so often 


invoked in current affairs that it is the moral duty . 


of every conscientious citizen to acquire an under- 

_ standing of its range and limitations. If he does so 
by reading An Outline of Statistics then it becomes a 
pleasure. 

Since the book was first published in 1937, there 
have been many developments in statistics but the 
fundamental principles have remained constant. Mr 
Hays gives a most lucid explanation of these and 
then proceeds to demonstrate how they are applied in 
everyday science and commerce. His narrative is, as 
far as possible, non-technical and is excellently 
supplemented with tables and diagrams and there 
are exercises (with solutions) on the contents of each 
chapter. 
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The Cost of Industrial Movement 

by W. F. Luttrell 

(Cambridge University Press, London) 
(for the National Institute of Economic and Social 

Research. 18s net) 

This book is the result of an investigation into the 
relative manufacturing costs of branch factories 
compared with those of the parent units, mainly in 
the boot and shoe industry. The tentative conclusions 
(the final work is to follow) are interesting, and cast 
some doubt on the wisdom of the policy — followed 
since the war by a number of concerns in other 
industries, sometimes with Government backing — 
setting up branch factories merely to utilize a local 
surplus of labour. 

It is unfortunate that business activities function so 
much on an empirical basis that exact information of 
the kind contained in this study is seldom available. 
Among other things the study indicates the need for 
careful classification of expenditure ~ not to mention 
the difficulty in measuring output — in undertaking 
such investigations. 


Key to Profits Tax 
Third Edition 
Edited by Ronald Staples 

(Taxation Publishing Co Ltd, London. 7s 6d net, 

7s gd post free) 
Since the second edition of this excellent work was 
published, the excess profits levy has, as it were, 
come and gone, leaving some radical alterations in 
profits tax itself. The third edition deals with these 
changes, and notwithstanding its modest price 
reproduces all the relevant legislation. Although the 


work covers some 250 pages, the thumb index and ` 


summaries make reference a speedy matter. 


Faster Than Thought 
A Symposium on Digital Computing Machines 


Edited by 
Dr B. V. Bowden, M.A., Ph.D. (Cantab.) 

(Sir Isaac Pitman & Sons Ltd, London. 35s net) 
It is not possible to review the history of digital 
computing machines without mentioning Charles 
Babbage who spent his life and fortune in the middle 
of last century in an unsuccessful attempt to produce 
the first one. Dr Bowden pays full tribute to this 
unhappy genius and gives an interesting account of 
Babbage’s intellectual association with the gifted 
Lady Lovelace. 

The symposium, to which many experts have 
contributed, is in three parts. The first deals mainly 
with the theory of computing machines. The second 
gives descriptions of the principal machines in 
existence including those at Manchester university, 
Harwell and in America. The third, and perhaps to 
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ithe layman the most interesting, section of the book, 
` considers the uses to which the computers may be put. 

These are so diverse and ingenious that the more 
timid reader may be glad-to have Dr Bowden’s 
‘assurance that the machines do not think for them- 

` selves. The power to reason is the principal attribute 
of which man still has a monopoly among the various 
' orders of creation and, as he has not yet learned to 
use this gift to the best advantage, any attempt to 
diffuse it among machines would certainly be 
premature and probably disastrous. Dr Bowden, who 
| has an engaging sense of humour as well as a deep 
. knowledge of his subject, wisely confines the scope of 

| his exposition to an account of the machines and 
their applications. By keeping to the practical plane, 
| he avoids laying himself and his learned colleagues, 
' ‘open to charges of anthropomorphism.’ 


SHORTER NOTICES 


RE LecaL Aspects or Business (Third edition), 
by H. R. Light, B.sc.(Lonp.), Scots (Sir Isaac 


Y; Pitman & Sons Ltd, London, 15s net.) The purpose 


of this book is first to enumerate the general principles 
_of English law and, secondly, to show how they 
apply to the everyday commercial life of the country. 
` Particular attention is paid to the law of contract, 
in the scrupulous observance of which our business 
well-being largely depends. Mr Light’s task is to 
_ instruct but in doing so, he also entertains, for his 
style is as readable as his knowledge is exact. 


GENERAL COMMERCIAL AND FINANCIAL KNOWLEDGE 
For EXAMINEES (1953 edition), by E. Miles Taylor, 
| F.C.A., F.S.A.A. (Textbooks Limited, Harpenden, Herts. 
| las 6d net. ) The author begins by telling students how 
i to address letters and ends with the intricacies of 
| the law of agency. In between, there is a vast store of 


; information, useful both for the examination room 


and daily business, assembled in the most logical 
and readable form. 
1 RANKING, SPICER AND PEGLER’S MERCANTILE Law 
(Ninth Edition), by W. W. Bigg, F.c.a., F.S.A.A. and 
ı C. N. Beattie, Barrister-at-Law. (H. F. L. (Publishers) 
| Ltd, London. ais net.) Although there has been no 
` new legislation of major importance since 1948, the 
editors have used the occasion of a new edition to 
| review and revise the entire text of this well-known 
work as well as to incorporate in it all recent relevant 
_ case law. The book has also been reset and appears 
ı now in a more compact, and incidentally less expen- 
: sive, form than before. The tables of statutes, cases 
and contents and the index remain all that such 
| reference guides should be. 
, Green’s Drang Duties (Second Cumulative 
; Supplement to Third Edition) be H. W. Hewitt, 
LL.B., of the Estate Duty Office. (Butterworth & Co 
(Publishers) Ltd, London. 5s net.) Since the appear- 
_ ance of the last supplement to this leading text-book 
, on estate duty, there have been some very significant 
; decisions, notably on the treatment of insurance 
| policies and on the question of the allowance for 


| 
| 
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continuing annuities on the death of a tenant for life. 
The tendency of House of Lords decisions to upset 
long-standing fallacies brings an additional uncertainty 
to the law, so that the risks of relying on an out-of- 
date text-book are increased. The new supplement 
brings the reader to August Ist, 1953. 

UNDERHILL’s Law RELATING TO TRUSTS AND 


‘Trustees. (Third cumulative supplement to the 
Tenth Edition) by M. M. Wells, M.a., Barrister-at- 


. Law. (Butterworth & Co (Publishers) Ltd, London. 


gs net.) This new supplement brings the main volume 
to September. 1st, 1953, the additional matter being 
of substantial importance. Subjects dealt with include 
the treatment of ‘interest’ on national savings cer- 
tificates, the power of the Court to sanction a devia- 
tion from declared trusts, and the right of a trustee 
to remuneration. 


RECENT PUBLICATIONS 


Tue Hosprrars Year Boox, 1953-54. vii +- 1088 pp. 
1o X 64. £2 2s net. The Institute of Hospital Admini- 
strators, London. 

Tue Finance Act, 1953. A summary for engineers. 7 pp. 
84x 5}. 35 6d net. Engineering Industries Association, 
London. 

THE LUMBERYARD AND Mrs Barre, by Jane Barrie. 224 pp. 
9X54. 10s 6d net, Hammond, Hammond & Co Ltd, 
London. 

THe Lrvetrnoop or Man, by Honor Croome, B.SC.(ECON.), 
and Gordon King, B.8c.(ECON.), B.COM. x+317 pp. 
74x5. ros net. Christophers, London. 

INTERNAL AUDITING, by W. W. Bigg, F.C.A., F.8.A.A., and 
J. O. Davies, F.C.A., A.C.W.A. ix +175 pp. 9X 54. 18s net. 
HELI, SE Ltd, London. 

Income Tax LAW AND PRACTICE EE by 
N. E. Challoner, LL.B., a.c.a.(aust.), and C. M. Collins, 
B.A., LL.B., Barrister-at-Law. xliii -+ 1,092 pp. 10X7. 
£7 ms net. Sweet & Maxwell Ltd, London. 

FARMING RECORDS AND Accounts, by James Wyllie, opp. 
B.SC.(AGRIC.), N.D.A.(HONS.). xiii-+ 310 pp. 9 X 54. 308 net. 
Butterworths Scientific Publications, London. 

DIE ORGANTHEORIE, by Pd. Dr. Karl "Janda. 75 pp. 9X6. 
_§.38. Institut fur Organisation und Revisionswesen, 
Vienna. 

SIMPLE CosTINGs IN THE SOFT DRINKS INDUSTRY. 33 pp. + 
9 specimen forms. 9 X 6. 21s net. The National Associa- 
tion of Soft Drinks Manufacturers Ltd, London, W1. 

ILLUSTRATIONS TO INCOME TAx, Supplement to the Fifth 
Edition, by A. S. Silke, M.cOM.(HONS.) (CAPE TOWN), 
C.A(S.A.). 44 pp. 9X6. Free, Juta & Co Ltd, Cape Town 
and Johannesburg. 

Harrison oN DeaTH Duties, Second Edition, First Supple- 

‘ment (to September 1953). 22 pp. 8}X5%. 5s net. 
Stevens & Sons Ltd, London. 

THe Law AND PRACTICE RELATING TO EXEMPT PRIVATE 
Companigs, by A. J. Balcombe, M.A., Barrister-at-Law. 
xiii+147 pp. 9 X 54. 15s net. Jordan & Sons Ltd, London. 

Income Tax Principies, by H. A. R. J. Wilson, F.c.a., 
F.3.A.A. ix+157 pp. 9 X 54. 12s 6d net. H.F.L. (Publishers) 
Ltd, London. 

THE FOREIGN EXCHANGE REGULATION Act, by S. R. Vakil, 
B.A., LL.B., Attorney-at-Law. viii+339 pp. 9X6. Raro 
net. N. M. Tripathi Ltd, Bombay. 

D'INTERPRÉTATION DU BILAN, by E. G. Snozzi. xv-+311 pp. 
84x 54. 1560 Frs. Dunod, Paris. 

WHITAKER’S ALMANACK, 1954. Complete edition 1,190 pp., 
cloth boards, 15s net; Shorter edition, 694 pages, paper 
bound, 7s 6d net; Library edition, bound in leather and 
with coloured maps, gos net. J. Whitaker & Sons Ltd, 
London. 
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. Having survived the fears concerning the railway 
wage position the stock-market has now largely 
succumbed to the ‘falling away in business usually 
experienced at this time of the year. With the assist- 
ance of good dividends from leading industrial groups, 
however, the general tone of markets has been well 

` held and given any further encouragement the upward 

trend should be resumed in the New Year. 


Debenhams Accounts 


We give this week the accounts of Debenhams Ltd, 
the big group in wholesale and retail clothing and 
drapery. This company’s shares have been involved 
in a stock exchange speculation based on the expect- 
ation of a property revaluation which, it was said, 
would show a substantial excess over book values and 


in some way (various rumours were current) produce , 


benefit to the equity holders. 

Mr G. M. Wright, A.C.A., the company’s chairman, 
deprecates the speculative ‘market in the shares and 
gives his own view on the subject. It has been sug- 
gested, he says, that the freehold element in the 
company’s property holdings which appear in the 


books at {17,312,068 and which, he now informs - 


shareholders, are insured for approximately £31 
million might be sold and leased back, the proceeds 
or a portion thereof being used for distribution pur- 
poses. But those who think on these lines, however, 
have little knowledge, he says, of the group’s complex 
structure. “They are prepared’, says Mr Wright ‘to 
sacrifice advantageous mortgage terms and substitute 
high rental charges with the attendant dangers of 
increased rateable values; they are prepared, further- 
more, to saddle the member businesses of the group 
with heavy uncontrollable expenses in perpetua.’ 


Rateable Values 


There was another suggestion, Mr Wright says, that 
the group’s properties might be severed from the 
- trading assets and a separate company formed. This 
was no new idea to the directors, who had already 
investigated the possibility of such a course with a 
view to administrative convenience. 

Mr Wright reminds shareholders, however, that 
the formation of a separate company and the transfer 
to it of substantial assets would involve a considerable 
expense without altering the group’ s earning power. 
Such a scheme, he maintains, is not worth while unless 
it would be of benefit to the group indirectly, for 
instance, in connection with a financing programme, 

The board’s policy therefore is to ‘continue to con- 
duct the affairs of your company in the best interests 
of the large’ majority of the shareholders, who’, Mr 


Wright believes, ‘rightly expect a progressive return ` 


on their investments coupled with the maintenance 
of their security’. 

Mr Wright’s point about the attendant dangers of 
increased rateable values’ is one worth pondering 
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over. Those who follow the current fashion of con- 
solidating capital profit by selling properties at today’s 
higher values and then retaining a leasehold possession 
may find, that in the matter of rates, the last word has 
not yet been said. 


Property Revaluation 


There are certain interesting points about the property 
valuation on which the consolidated accounts of 
Prices Trust Co Ltd for the year to June 3oth last are 
based. This is the holding company of the Prices 
Tailors business. The valuation of freeholds and 
leaseholds was made as at July rst, 1952, and with 
the exception of leaseholds expiring prior to A.D. 2000 
and valued at £665,255, it has been incorporated in 
the accounts. Capital reserves consequently include 
‘Surplus on revaluation of properties, £3,045,600’. 
The valuation, it is particularly noted, included 


-¥ 


shop fronts which had previously been included with ` 


fixtures and fittings in the accounts of Prices Tailors, 
the operating company, and the written-down value 
of £102,133 in that account has been written off 
against the valuation surplus. Since June 30th, 1952, 

expenditure on shop fronts has been included with 
freehold and leasehold properties at cost. 

The consolidated balance sheet now shows capital, 
reserves and surplus totalling £6,404,299 against 
£3:374,865, and this is after a stock reduction from 
£4,335,327 to £2,774,444. It was decided to reduce 
stocks by making substantial price reductions and 
the present figure, it is stated, is more in line with the 
normal requirements of the business. Largely owing 
to stock losses, there is a group trading loss of £24,805. 


Clearer Form’ 


Certain alterations have been made in the consolidated ) 


balance sheet of Atkins Brothers (Hosiery) Ltd, and 
the new form, states the chairman, shows more clearly 
the manner in which the capital is employed. 

The alterations comprise the transfer of current 
liabilities to the other side as a deduction from current 
assets and the treatment of the income-tax equaliza- 
tion reserve separately’ from the future taxation 
account. The income-tax equalization reserve now 
appears under the heading of revenue reserves and 
finally within the capital, reserves and surplus. Below 
this is the reserve for future income-tax to make the 


` total for that side of the balance sheet. The effect, as 


the chairman says, shows the position more clearly. 
Money Market 


Treasury bill applications on December 18th totalled - 


£308,445, 000 for the £250 million of bills offered. 
was some {60 million lower than the previous 
week and the market obtained as much as 78 per cent 
of requirements at the maintained bid. The average 
rate was £2 2s o-6ad per cent. This week’s offer is 
£250 million. 
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Mortgagee’s Right to Possession 

The Times for November 1gth, 1953, gives an 
interesting decision of Upjohn, J., in Lloyds Bank 
Lid v. Oltver’s Trustee and Another. The bank were 
mortgagees of a flat charged by Mr G. P. Oliver by 
way of legal mortgage, containing the usual clause 
providing for the mortgagor to be the bank’s tenant 
at will, Seven years later Oliver deserted his wife, 
who with her children remained in the house by 
virtue of an order under Section 17 of the Married 
Women’s Property Act, made by Barry, J., the order 
restraining the husband from selling or disposing of 
the property so as to interfere with the wife’s residence. 
The husband having been made bankrupt, the bank 
asked for possession of the flat in order to be able to 
sell and so reimburse itself in respect of his overdraft. 
The wife argued that her matrimonial status entitled 
her to residence and that she could not be ousted. 

The learned judge held otherwise, that the wife 
had no irrevocable licence to remain in the matri- 
monial home. This was wholly contrary to the 
conception of marriage. Neither the husband nor his 
trustee in bankruptcy could prevent the bank from 
taking the step it wished to take and any rights which 
the wife might have had dated from long after the 
mortgage was created. 


Fraud Alleged Against Company 
Shipbreakers contracted with another company of 
shipbreakers and scrap metal merchants for the 
purchase of the ‘remainder’ of the hull of the Iron 
Duke. The purchasers declined to pay the balance 
on the purchase price on the ground that the sellers 
had fraudulently concealed material facts. The 
allegations of fraud were made against the seller 
company as such. 

The Outer House of the Court of Session (Lord 
Birnam) held that there could not be relevant allega- 
tions of fraud against the company without specific 
allegations against the officers of the company.. To 

rove the former it was necessary to prove the latter. 
Foui was personal. He accordingly dismissed the 
action. Ve? & Houston Ltd v. Metal Industries 
(Salvage) Ltd.) (Law Journal, November 13th, 1953.) 


Legal Aid Certificate: Winding up 
In Re Parker Davies & Hughes Ltd (Solicitors 
Journal, November 14th, 1953), a legal aid certificate 
‘was granted in connection with the following pro- 
ceedings, namely: to defence and counter-claim in’ 
an action by the company against the assisted person 
‘and to enforce any order or agreement made in 
connection with the said proceedings’. The person 
assisted obtained judgment in his counter-claim and 
proceeded to present a petition for winding up, which 
petition was dismissed. The question for Roxburgh, 
J., was whether the petition came within the certificate. 
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Roxburgh, J., said that it did, ‘though he thought Æ 
that the question would have been difficult but for the 
decision in Re a Company RE Ch, 520). It wall 
important that legal aid certificates should express 
provide if they were intended to cover winding 
proceedings. He accordingly decided the case again 
the petitioner. 


Liability of Real Estate for Legacies . 


A testatrix directed that all her real estate be devised 
together with the residue of her personal estate, toy 
her trustees upon trust for her daughter. By a$ 
codicil she left both the real, and the residue of h 
personal, estate to her trustees on trust for sale an 
conversion and to stand possessed of the net proceed 
of such sale, calling in and conversion of any ready 
money in trust to divide the residue (after payment oi 
debts) thereof equally between the daughter’s two sons $ 
On her death, the assets, apart from the real estate 
were not enough to meet the pecuniary legacies an 
the daughter claimed that the legacies were payable 
only out of the personal estate. : 
Vaisey, J., held that the testatrix by her codi 
showed that she regarded her estate ‘as a sin 
indivisible entity and thus did not contemplate 
the real estate should go solely to the daughteyy 
(Re Timson (deceased), Harper & Others v. Tims 
& Others.) (Law Journal, November 2oth, 1953.) Ẹ 


Agency Commission 


a) 
In Christie, Owen & Davies Lid v. Stockton (Solictors’ 
, November 14th, 1953) Slade, J., found for 
the defendant in an action brought for the recovery of . 
commission in respect of the sale of his restaurant. 1 
The agreement instructing the plaintiffs to sell, 
provided for the payment of commission in respect 
of any completed transaction pertaining to th’ 
premises and that should the owner withdraw after. 
having accepted an offer by a person able and willing 
to enter into a fe contract, the commission should 
“be payable. 
In due course, one H. agreed to buy for £2,800 
subject to contract, but contracts were never exchanged.. 
Slade, J., stated that it had been held (in Bennett, 
Walden & Co v. Wood ora 66 T.L.R. (Part 2) 3) 
that ‘offer’ meant an offer capable of being immedi 
ately turned into a contract by unconditional accept- 
ance which acceptance would result in a contract er" 
though it would be unenforceable in the absence o. — 
memorandum. Graham & Scott (Southgate) Lid o 
Oxdale ([1950] 2 K.B. 257) showed that an offer 
subject to contract was not the offer of a willing 
purchaser. To come within the commission agr¢s ` 
ment, there had to be a firm offer and acceptan- 
from which neither party could withdraw. W} +=- 
sympathizing with the plaintiffs, therefore, he Se 
judgment for the defendants. y 
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N Westminster Abbey Appeal 
— When midnight strikes on December 31st, 
1953 becomes 1954, how many of us ~ looking 
over the past twelve months ~ will be thinking 
e Coronation] 
ie most solemn and moving moment of the 
nation was that of dedication in Westminster 
ey, Britain’s ancient Coronation church, resting 
ice of kings, heroes, statesmen and men of genius. 
Aost people are aware that the stonework of the 
ey is becoming dangerous, the result principally 
rhe effect of atmospheric pollution. Sir Winston 
rchill has twice stressed the need for funds in 
e words~‘to save from decay and ruin West- 
ter Abbey’. 
he campaign for this cause ceases on December 
, though the fund will remain open. Good pro- 
has been made this autumn, but there is ~ at 
> time of writing — still over £300,000 to be raised 
ore the end of the year. 
e first donations to the Abbey fund came from 
een and members of the Royal Family, and 
efore leaving for her Commonwealth tour, the 
n approved a gift of £100 to the Fund by 
ince Charles as Duke of Cornwall. 
As a last gesture in Coronation Year there is 
nething very simple and appropriate I wish to 
mmend to all our members. Let us all help to 
ish the job in Coronation Year by giving full 
port to the ‘odd shillings and pence’ scheme, 
jails of which are given in the leaflet accompanying 








s issue. I urge you to take advantage of this scheme ` 


d to instruct your bank to transfer all odd shillings 
d pence in your account at midnight on December 
pe the Westminster Abbey Appeal Fund. This 
not, of course, prevent members from giving a 
wre substantial donation. 
Yours faithfully, - 
JAMES BLAKEY, ~ 
President, 
THE INSTITUTE OF 
CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES. 


Moorgate Place, 
London, EC2. 


Company Director: Benefit in Kind 

~I would appreciate the opinions of your 
ders on the following problem. 

A small property-holding investment company 
ns a freehold building which is divided into four 
f-contained flats. The ground-floor flat is occupied 
a director of the company who pays own rates, 
hting and heating expenses. 

"Inder Schedule A the building as a whole is 
ssed, but each flat has a separate annual value for 
ing purposes. It is not necessary from the company’s 
wpoint for a director to reside on the premises. 


(1) Is it correct to assume that the director is 
assessable under Schedule E in respect of a benefit 
in kind? 

(2) If it is so agreed, then in what manner should 
the benefit be valued? 

, , (a) A fair proportion of the net annual value under 
Schedule A. . i 

" (b) Each flat not being separately assessed under 

Schedule A, then the gross or net values for 


rating purposes. ~ 

(c) The possible value of such flat if let in the 
open market. Yours faithfully, ` ` 
A.C.A. 


[Presumably the company ‘is assessable under Schedule 
A in respect of the’ building within the Income Tax 
Act, 1952, Section 162 (3). If so, the company is 
deemed (for Schedule E purposes) to pay an annual rent 
equal to the amount of the assessment on the building 
‘as reduced for the purposes of collection’, i.e. equal 
to the Schedule A net annual value (Section 162 (3)). 
A ‘proper proportion’ of the net annual value is to be 
taken for the flat in question (Section 161 (6)) and this 
is to be treated for Schedule E purposes as an emolu- 
ment of the director (Sections 160 (1), 161 (1)).- 
Editor.] - 


Notification of Additional Assessments 


Sm, — In view of the fact that the matter referred to 
in the attached copy of my letter to H.M. Inspector 
of Taxes (reproduced below — EDITOR) is of general 
interest to taxpayers, their accountants and the 
Inland Revenue, I suggest you may consider it worth 
publication. 


H.M. Inspector of Taxes. 


_ Dear Sir, 

It appears from demand notes dated December 
1953 that the above Schedule A assessments have 
been increased as from January 19th, 1953. j 

My clients have not yet received any notification 
and as this increase affects the income-tax assess- 
ments on the company under Schedule D I consider 
the Inland Revenue should notify the company of 
any alteration of property tax assessments expedi- 
tiously and without unnecessary delay. Companies 
and their accountants do not delay furnishing - 
Schedule D computations to the Inland Revenue 
until the assessments are made twice in each year, 
and I consider it is therefore unreasonable for the 
Inland Revenue to withhold notices of alterations 
from January to December in these cases. 

I understand you were notified by the rating 
authority in April 1953, and I consider, therefore, 
this delay of more than eleven months on the part of 
the rating authority and H.M. Inspector of Taxes 
is unreasonable, and is the cause of unnecessary 
work, both on the part of the Inland Revenue, 
companies and their accountants, in recomputing 
the agreed Schedule D assessments throughout 
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eleven months of the year and the appeals which 
may also be necessitated as a consequence. 

I ‘consider that this should be brought to the 
notice of the appropriate departmental ‘heads wit 
the suggestion that the ‘organization is expedited. 
Kindly acknowledge. 

Yours faithfully, 
` The eleven months’ delay mentioned therein is 
not an isolated case but is quite general and is mainly 
caused by the fact that alterations to property tax 
assessments are only notified by assessment notices 
after the assessments are made only twice each year. 


The eleven months’ delay, therefore, caused ` 


readjustments to computations based on all financial 
years ended within the eleven months, which is 
obviously unreasonable and ridiculous. 
Yours faithfully, 
Birmingham. HAY McDONALD. 


Preferential Creditors 


Sir, — The following extract from the March 1953 
publication of The Dalesman may be of interest to 
your readers: 


- ‘At a shareholders’ meeting of a textile company 
which had got into very low water one of the share- 
‘ holders annoyed. the chairman by his persistent 
questions and interruptions. Finally, to calm him, 
` the chairman rock him quietly on one side and gave 
him an assurance that he would be made a prefer- 
“ential creditor. 

‘After the meeting the interrupter sought out the 


chairman and asked him what he meant by ‘“‘prefer- 


ential creditor”. . 

‘ “Well, tha séés,” said the chairman, “we hev 
nowt, and we nivver did hev out. Ah’m telling thee 
now; t’others weean’t knaw fer a fortneet. GE maks 
thee a preferential creditor.” 

` Yours faithfully 
Birmingham, 20. G. L. YARMITAGE. 


Racing Pools: Audit 


Sir, — I have been requested to organize the internal 
- audit and deal with the audit of a new business to be 
formed in connection with racing pools. It is to be ona 
cash basis, the remittances to be sent to Scotland in the 
first place with the coupons, such remittances being 
banked in Scotland and subsequently transferred. 

I should appreciate it if any of your readers could 

give me guidance on the following matters. 

(a) As the audit is to be conducted from London, 
what method of control could be exercised? 
Would it not be easier to work in conjunction 
with local auditors in Scotland? ` ` 

(6) What is the best method to satisfy the Customs 
and Excise authorities, to whom ‘certificates 
regarding the pools duty will have to be sub- 
mitted, and would such duty have to be submitted 
to the Customs offices in Scotland or England? 

(c) What is the normal certificate to be given to the 
public subscribing, and how could the auditor 
cover himself in the event of defalcations noises 
his control? Yours panels, 

STREATHAM. 
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SIR, ~ May I support Mr B. J. Davis (issue Decem 
h - 12th) in ‘his contention that members of many co: 


‘ing in published accounts. 


- from its managing director who, with his wife, 


- between the director and the company, but that tl 
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Take-over Bids 


panies are being misled by the neglect of econon 
principles in arriving at the results and values apr: 


The outbreak of take-over. bide d is a sympto 
this neglect. 
Yours faithfully, 
Dublin A. PAKENHAM-WAL 


Agreement for Sale of Property f 
Sı,- We act as auditors to a property-dea) 
company, which is in course of purchasing a prop 


a director, owns ‘the whole of the shares in 
company. 

. We have beet informed that the property 
question will be the subject of an agreement for 


will be no date fixed for thé completion of the .. 
Apparently, this procedure is being adopted in c% 
to avoid duty being paid by the-company, as wo; 
be the case if a conveyance were executed. ‘ 

We wonder whether or no, a8 auditors, 
verifying the company’s securities at the time 


case as this, that the company is without the | 
title of the property, although it has an equitat 
title. 


of the property to a third party, would the comp 
avoid altogether thé payment of stamp duty 
reference to its original purchase, in the circumstances 
outlined? We imagine not, in which case the company. 
in addition to paying the duty in question, we 
presumably also be called upon to pay a penalty. 
The views of your readers on the foregoing poi 


would be appreciated. ` 
Yours faithfully, . `- 
S.. 





. - Someone of Substance F 
Sm, — Within a few months of getting married, ` 
were planning a holiday Se and the need 
my wife to get a new passport naturally arose. 
After spending some time trying to thinks: 
someone whom we could ask to certify the applica: 
I happened to remark that if we had not 14 
married I could have done so. Without a mem 
hesitation my wife replied: ‘But, surely, you bay? WE 
be someone of substance!’ ai 
I hope that the Council may take this as furt: 
evidence of the need to publicize the status 
chartered accountants! ‘ 
Yours faithfully, i 
SUMMED UP. 
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LONDON STUDENT S COLUMN ` 


ews from the London. Chartered Accountant Students Committee 


M. Sumner has been elected to fill a vacancy 
committee. He will also serve upon the pro- 
za, debates and dance sub-committees. 


Monday Evening Lectures 
stures on general subjects have enjoyed much 
attendance during this last session. All of them 
ell attended ‘but there is still room for more 
a larger hall is no problem. It is hoped that 
sion it will be possible to provide tea and light 
nent before lectures, at a small charge. 


Christmas Dance ` 
nce at the Royal Festival Hall Restaurant was 
enjoyed and those fortunate enough to obtain 
were very grateful for the hard work put in by 
anizers. It is hoped that the next dance will be 
March roth, 1954, at the Royal Empire Society. 
e notice is given of this dance particularly for 
efit of those who missed the Christmas dance. 


Post-Intermediate Lectures - 
se of lectures has been arranged in conjunction 
e department of business administration and 
ancy of the University of London. The object 
ectures is to stimulate thought in a wide field 
untancy and to give a clear view of the basic 
les underlying many problems found in practice 


and in current argument. There are five lectures in 
the course, one on every Thursday, commencing 
January 7th, and post-Intermediate students will be 
circularized. Notice of each week’s lecture will appedr 
in The Accountant on the preceding Friday. 


Discussion Group 
Meetings will be held in the new year at the Society’ 8 
Library every Friday at 1 o’clock, starting on January rst. 


f Debates in the next Session 

It has been felt for some time that there is a real 
demand for the establishment of a permanent debating 
group as opposed to a debating course. Nevertheless, 
those without any, or with very little, debating ex- 
perience are encouraged to attend all meetings especi- 
ally the opening one. In addition special meetings are 
to be arranged for their benefit in which they will be 
able to gain experience. 


Annual Dinner 

The Society held its annual dinner at Grosvenor House 
on December 9th, when members were honoured by 
the presence of many very distinguished guests. 
A report of the dinner appeared in The Accountant of 
December roth. 

It is hoped to publish the next ‘London Students’ 
Column’ in The Accountant dated January 30th, 1954. 


ACCOUNTANTS’ aor, ASAA RD 
Compiled by KENNETH TRICKETT, A.S.A.A. 
The solution will a in next week’s tssue 









ACROSS 


lere a carting element in his work? (10, 5). 
aw they may increase or diminish (7). 


o. His policy is a matter of life and death (7). 
r0. It is not sufficient to leave a space here (4). 
x1. It takes three to make this (7). 

12, 501 in a country of rubber (5). 

13. A profit once more! (5). 

14. How every Chartered Accountant starts (5). 

16. Not a straightforward graph (5). 

17. Enlarged, but unfinished (5). 

19. Always present in an emergency (5). 

21. Person appointed (7). 

22. Lawsuit (4). 

24. yay be marginal or publie (7). 

25. Whereupon (7). i D 
ereupon the legatee acquires, his title (9, 6). 


DOWN 
1. Surf-riding, perhaps (6, 9). 
2. Circular building once familiar to taxpayers (7). ` 
3. The first entries in a creditor’s account (4). 
4. Not checked in full (6). 
5. Responsible (10). 
6. Serious pledge (7). 
7. Difference between prices (4, 2, 3, 6). 
9. Seize (6). 
12, It turns in a different way (2, 8). 
15. Limit of variance from coinage standard (6). 
16, Syndicate (7). 
18. Discharge or let again (7). 
20. Alludes (6). 
23 


. If upset, they would begin straight (4). 
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As already announced, The Accountant proposes 
to make one or more awards annually to companies 
whose shares are quoted on a recognized stock 
exchange in the United Kingdom, in relation to 
the form and contents of the reports and accounts as 
issued to their members. 

The factors which will be considered by the panel 
of judges will include the adequacy of the information 
given and its presentation. 

Companies are requested to send, for consideration, 
copies of their reports and accounts (with any chair- 
man’s statement circulated therewith) to: 

The Secretary, The Accountant Annual Award, 

4 Drapers’ Gardens, 


Throgmorton Avenue, 
London, EC2. 


NOTES AND NOTICES 


. The Accountant 
INDEX TO VoL. CXXIX: JoLY-DECEMBER 1953 


. The general index to this volume — July to December 
1953, Vol. CXXIX ~ will be published with the first 
part of the next volume, dated January 2nd, 1954. 
The parts of this volume should therefore not be 
sent for binding until the index has been added to 
them. 

Personal 
Mr Lrieweryn H WRIGLEY, F.C.A., of Copthall 
House, 13 Copthall Avenue, EC2, practising at that 
address as LLEWELYN H. Wriciey & Co, Chartered 
Accountants, announces that he has no connection 
whatsoever with any other firm. 

Mr D. Leen, Incorporated Accountant, announces 
that with effect from January ist, 1954, he is com- 
mencing public practice under the style of Davip 
Lon & Co, at 64 Aldermanbury, London, EC2. 

Messrs James Meston & Co, Chartered Account- 
ants, announce that they are assuming two additional 
partners on January ist, ao 54: in their Aberdeen office, 

. 6 Golden Square, Mr A. H. RED, ca, and in 
their London office, 1 Leadenhall Street, Mr J. 8. 
MARTIN CLARK, A.C.A. 


Obituary 
ELLIOT TENNENT NICHOLẸON, F.C.A. 
We have learned with regret of the recent death of 
Mr Elliot Tennent Nicholson, F.c.a., a former 
member of the Council of the Institute and senior 
SE in the Liverpool firm of Harmood Banner & 
on (now Harmood Banner, Lewis and Mounsey.) 
Mr Nicholson, who was 81 years of age, was 
educated at Liverpool College, of which he was later 
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December 26th; 


These should be sent at the time of publicat į 
for the 1954 award it is requested that they 
so as to reach the secretary not later en J 
30th, 1954. 

The award in 1954 will be made in respect, 
reports and accounts laid before the compat; 
general meeting within the year ending D 
41st, 1953, and being for the financial year or o 
financial period ended last preceding that date: ` 


The panel of judges is composed of: 
Mr Montagu Gedge, OG, Chairman; Mr V 
Barrows, J.P., F.C.A.; Sir Harold M. Barton, 7 
Lord Latham, J.P., F.A.C.C.A. 5; Mr Thomas D 
M.A., C.A; Mr Bertram Nelson, J.P., F.8.A.A.; M 
Tyser; Mr Derek du Pré, Editor, The Accountan 


to become a life governor, and was admi 
Associate of the Institute in 1894; he was el 
Fellow in 1908. 
He became a er in his firm in 1903, aní 
x fom 


Chartered Accountants in 1929~30. 

An international rugby player, Mr Nich 
toured Australia in 1899 with the Rev. Mullin 
team and played for Great Britain in two of tLe 
internationals agani Australia. 


In Parliament 
DIRECTOR-CONTROLLED COMPANIES: DIVIDEN 
Mr Roy Jengıns asked the Chancellor of, 
Exchequer why director-controlled comp: 
formed after 1948, are allowed by the Inland Rev 
to pursue a less conservative dividend policy 
those formed before this date. 

Mr R. A. BUTLER: I think the hon. Member 
be under some misapprehension, for the 
Revenue have no power to control the divi! 
policy of companies. 

Hansard, Dec. 15th, 1953. ` Oral Answers. Coi 


CHRISTMAS BONUSES: Tax CONCESSION “ 
Sir E. Boyle asked the Chancellor of the Esc: 
whether he proposes to continue this year the é 
statutory concession under which savings ce: 
given by employers to employees as Chri 
presents in lieu of customary gifts in kind 
charged to income-tax. 


A 


iber 26th, 1953 


RK A. BUTLER: Yes. As the hon. Member will be 

, Christmas bonuses paid to employees are, 

` the law, liable to income-tax whether the 
ent is made in cash or in somethin such as 
zs certificates which can be turned into cash. 
xtra-etatutory concession was, however, intro- 
t during the war under which tax was not 
ed on gifts in the form of savings certificates, 
gs stamps, national savings gift tokens or 


` credits to employees’ savings bank accounts ~ 


to subordinate employees by employers who 
reviously been in the habit of making Christmas 
nts in goods of an equivalent value. 
ave authorized the application of this concession 
fts made this Christmas, but the special con- 


18 which justified the concession during the war 


n post-war years have largely ceased to exist, 
[ shall not be able to authorize its continuance 
iture years. 

ard, Dec. 15th, 1953. Written Answers. Col. 23. 


thartered Accountant Member of Coal 


-THE ACCOUNTANT mt 


trading on their own account should have their annual 
“balance sheets prepared by an independent accountant, 
` or firm of accountants. 

It is not intended that such balance sheets should 
either be certified by the accountants or be produced to 
the Council but it is proposed that provision shall be 
made requiring members who are partners in firms to 
declare on applying for re-election for the years com- 
mencing 1955~56 that accounts of the respective firms 
have been prepared and presented in accordance with the 
provisions of Rule 79a. 

The Council have, therefore passed the following 
new Rule 79a, subject to confirmation on January 4th, 
1954: 

79a. Every firm or member trading on his own account 
once at least in every calendar year cause to be 
prepared by a qualified accountant* (independent of 
the firm or member) a balance sheet showing the state 
of affairs of the firm or member as at the date of 
completion of such firm or member's financial year. 

Such balance sheet shall be submitted to the said firm 

or member not more than six months subsequent 

to such date. 

* ie. a member or-firm whose members are members 

of one of the following bodies: 

The Institute of Chartered Accountants in England 

and Wales; or 


The Society of Incorporated Accountants and Auditors; 


or- 
The Institute of Chartered Accountants of Scotland; or 
The Association of Certified and Corporate Account- 


Board Inquiry 
LA Benson, C.B.E., F.C.A., a partner in the firm 
oper Brothers & Co, Chartered Accountants, is 


five persons who have agreed to assist in an EE ey 
which the National Coal Board is making into Report on Trade Unions 
tion. The Report of the Chief Registrar of Friendly 


announced by the Minister of Fuel on October Societies for the year 1952 -— Part 4, Trade Unions 
the inquiry is being made with a view to learn- was published recently.! It deals with the work of the 
vhat measures can be introduced to increase Chief Registrar’s department under the Trade Union 
aistrative responsibility at all levels down to pit Acts and the operations of trade unions during 1952. 
ger. 


Agricultural Marketing: SE Union of Chartered Accountant Students’ 


Committee Societies 
t G. Leach, C.B.E., F.C.A., a partner in the firm The annual conference of the Union of Chartered 


Accountant Students’ Societies was held at Liverpool 
SE ee on December 11th and 12th. Forty-seven delegates 
Sngland and Wales provided for under the 00k part, representing twenty-three students societies. 
altura Marketing Act, The eight members of The subjects discussed included: 


mmi chairmanshi The meeting of the Union Liaison Committee with 
E S Ae are under the p of Sir members of the Council of the Institute; the decision of the 
ge Schuster, K.C.8.1., K.C.M.G., C.B.E., M.C. Council on the proposals for an accountancy school and for 
: a mutual assistance scheme for students societies; the 
Stock Exchange Members’ Accounts expenditure incurred in connection with the Union con- 

‘ . ferences; the Union panel of lecturers; the Union essay 
Council of the Stock Exchange has issued a competitions; the alteration of students societies’ accounting 
e dated December 7th, 1953, as follows: dates es Help to Ke eee aden 
The census taken in 1951 revealed that over et cent of con Dong under artic eg; the terms of the examinations 
members and member firms employed in See syllabus in regard to new legislation; the time of commence- 


fessional accountants in connection with their ment of the Final examination; attendance at students ` 


ounts. Pone meetings; dificulties In ae SE for 
llary estab ensati students societies; exchange of library books; a prop to 
DCK eer of the Compensation alter the name of the Union; the circulation of information 


e Stock Exchange that all firms and members 1H.M.S.O. rs 3d net. 
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about societies’ activities; a design for a tie for members; 
industrial films available for students. 

The conference received the reportof its Liaison Com- 
mittee on their meeting with members of the Council of 
the Institute and reappointed the committee to be available 
to discuss further with members of the Council matters 
raised at the conference and any other questions affecting 
articled clerks which might usefully be considered. 


On the first evening of the conference a dinner was 


.given by the Liverpool Students Society, at which - 


Mr D. V. House, F.c/a., the Vice-President of the 
Inatitute and several members of the Council were 
present. Valuable opportunities occurred for personal 
contact and the exchange of experience between 
delegates. A 


The Law Affecting Accountancy 


Under the title A current digest of the law affecting 
accountancy, the oe Accountants’ Research 
Committeé has recently published the first issue of a 
` new Practice Note. ` 

The digest records case law decisions and statutory 
enactments which bear upon the work of accountants 
and summarizes the case law in a convenient form. 

It is proposed to issue the digest at least three 
times a year. 


Mansfield Law Club j 


The following programme of meetings has been 
arranged for the New Year by the Mansfield Law 


Club. The. meetings will be held on alternate Thurs- . 


days at 6 ‘p,m. at the City:of London College, 

. Moorgate, HC2: 

January 14th: ‘The reform of commercial law in England’, 
by Mr Clive M. Schmitthoff, LL.D., Barrister-at-Law, 
MARS, 

January 28th: ‘The law and banking’, by Mr Maurice 

Me , Barrister-at-Law, secretary of the Institute of 


February trth: ‘Famous criminal -trials in, England’, by 
T oe P. WEE d C., stipendary magistrate of East and 


Fons an 25th: ‘Modern marine insurance practice’, by 
Mr A. W. Emery, marine claims director, Price, Forbes 
& Co Ltd. : 

March rrth: ‘Commercial law and common law’, by Mr 
Richard O’ Sullivan, Q.C. 

March 25th; ‘The law of commercial’ arbitration’, by Mr 
Andrew J. Bateson, Barrister-at-Law. 

May 6th: A moot on company law. In the chair: Mr 
R. J. S. Thompson, B.A., Barrister-at-Law. 


May 20th: “The reasonable business man. and the law.’ 


In the chair: Mr John Beswick, M.A., Barrister-at-Law, 
secretary and legal adviser to Mullard Ltd. 


, June 3rd: General meeting. Election of officers and discus-’ 


sion of programme for 1954-55. . 

Visitors are invited to all meetings. Tea will be 
available in the buffet adjoining the Hall (Room 114) 
from 5.30 p.m. onwards. 


MOTOR —- FIRE—~ CONSEQUENTIAL LOSS- 


CAR & GENERA 


83 PALL MALL, 
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Mathematical Crossword Solution 


The solution of the mathematical crossword pro's 
compiled by Mr Gordon S. Moorhouse: d 
appeared in last week’s issue is given below. Ope™ 
figures (where applicable) are shown: in. bra 
followed by the actual answer. ~ " 7 


Across: 3, (2) 16777216;`9. (55) 13; rr, (41) ch 
$ 25) 625; 13. 97; 14. (as). 529; 15. °(13) 55; 16.41 
. (626) 391876; 20. (37) 1369; 21. (3) 729; CC 
22) 946; 26. (3) 75; an, (8) 512; 28. (42) 7. 
(88s) 783225; 32. (12) 144; A (4) 20; 34. (14) 518; 35. 
361; 36. (5) 55; 37. 98; 38. (46) 2116; 40. (15) 3375; 43. 
49; 44. (2) 131072; 45. (8 and 4) 64. ~ 
Down: 1. (55) 166375; 2: (19) 6859; 3. (89) 79 
4. (9) 729; 5. (55) 715; 6. (163) 26569; 7. (3) 1291401 
4) 65536; 9. (44) 1936; (335): 37595375; 18. ¢ 
Basen 19. (29) 707281; 22. (46 7) 218089; 23. (961) 923 
a6. (28) 784; 29. (5) 45; 30. (29) 841; 31. (27) 729; 35. t 
360; 36. (a4) 576; 39. (55) 13; 41 (2) 32; 42. (55) 54 d 





Our Contemporaries 


Oxrorp Economic Papgrs. (October.) 

La REVUE BELGE DES SCIENCES COMMERCIALES. (B 
(September-October.) . 

Der WIRTSCHAFTSPRÖFER. (Berlin.) (December.) 4 

ENGINEERING INDUSTRIES BULLETIN. (December.) 


SEVENTY-FIVE YEARS AGO 

From The Accountant or DECEMBER 28TH, 1g 
The Institute of Accountants 

At a meeting of the Council of this Instituté 
on Friday, the 2oth December, the Secretary repa 
that the various country Societies and Institute 
Accountants had, in response to an invitation f 
the Council, agreed to send ‘deputations to ca 
with them with the object of ensuring that the, 
about.to be introduced into Parliament, should bi 
framed as to promote the interests of the memt 
of those Societies, and of the whole profess 
Arrangements were made for holding the confer 
early in January. 


TAXATION REPOR 


IMPORTANT SERVICE TO PRACTITION; 


These advance reports, published by Gee & Co (Publishers) Led, tn col 
ation with Taxation Publishing Co Ltd, have the following advan: 
Reports of evary English and Scottish case are posted to subscribers $ 
as ble after the transcript of his Judgment has been approved 4 
Judge and ls available yy EVERY Income-tax, E.P.L., profits tax, stamp. 
and estate duty judgment In che English ang- Seateish Courts is rep. 
The reports are accredited for citation in Court, and are prepa: 
r N. E Mustoe, Q.C. yx The reports Include full reports of the Jud 
with detailed head-notes ye Tables of casas and of statutes judicially 
sidered, and a subject Index, are provided at the end the y 
completion of each volume. Ze 


Annual Subscription 30/- post free 


GEE & COMPANY iere ee LIMI? 
27-28 BASINGHALL STREET, LONDON, EC2 NARCH ; 
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